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PREFACE

This volume provides a comprehensive view of regional develop-
ment in the Philippines. It includes a review of the attempts to promote
balanced regional developmen t and spatial equity in the country since the
1960s. Aside from administrative reforms like the regionalization of
national administration andplanning, the study also assessesmacroeconomic
and sectoral policies in terms of their contribution to balanced regional
development. It likewise identifies opportunities and constraints faced by
various regions in the country.

The first complete draft of this book was finished in 1990. Since then,
we have received valuable comments from several individuals, notably Dr.
Cayetano W. Paderanga, Jr. and Dr. Ponciano S. Intal, Jr. who were then
serving as Director-General and Deputy Director-General, respectively, of
the National Economic and Development Authority, and Dr. Gelia T.
Castillo of the University of the Philippines at Los Bafios, and have
accordingly incorporated them in the final draft. Although the study does
not explicitly discuss the economic implications of the Local Government
Code of 1991, it nonetheless analyzes extensively some closely-related
issues like the capability of local government units (LGUs) to mobilize
resources through the banking and fiscal system.

We are grateful to many individuals who have assisted us, one way
or the other, in the preparation of the drafts. In addition, we wish to thank
Suzy Ann Taparan for her superb editorial assistance.

The preparation of this book has been made possible through the
financial assistance of the Asian Development Bank and the constant
encouragement of Dr. Khaja Moinuddin.

The Authors
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BACKGROUND AND
OBJECTIVES

or a number of years, the Philippines has adopted regional
development policies in an effort to rectify its unbalanced
interregional and intraregional development. This conscious

_ffort dates back to the sixties. Based on the government's experiences
during this era, the thrusts of succeeding economic plans were refocused on
more specific areas in this economic structure.

BACKGROUND

In the sixties, the government drew up the 1963 Integrated Socio-
Economic Plan, articulating regional development as one of its major
thrusts. This Plan was further reinforced by the industrial dispersal incen-
tives provided for in the 1967 Industrial Incentives Act and-the creation

of administrative regions as mandated by the Integrated Reorganization
Plan of 1972 (Presidential Decree No. 1).

Throughout the 1970s and 1980s, regional development became a
major theme in all the subsequent medium-term development plans.

The 1974-1977 Development Plan included regional development and
industrialization as one of the six major objectives. Its Integrated
Area Development (IAD) approach required the integration of physical,
economic, social, administrative and financial plans into a common plan
per location. Hence, the Plan contained a listing of proposed programs and
projects for each region.

In reality, however, the proposed regional projects were nothing
more than a consolidation ofindependentlyconceptualizedprojects of the
various national line agencies for each region.

Also during the period, Muslim Mindanao was experiencing a resur-
gence in dissident activity, leading the government to put emphasis on
Mindanao's development.



DECEN'IRALIZATION AND PROSPECTS I_R REGIONAL GROWTH

By the time the successor 1978-1982 Plan was formulated, the
planning machinery at the regional level-- i.e., the Regional Development
Councils (RDCs) and the NEDA Regional Offices (NROs)--were in place.
Henceforth, the National Plans contained specific plans for each region.

Attempts were made to ensure that the proposed programs and projects
of the regions were consistent with the framework for each region's
development as articulated in the regional plan.

The 1978-1982 Plan contained the same basic approach to regional

development as the prior Plan although it focuses this time on lagging
regions. The Integrated Area Development approach of developing
specific lagging areas was maintained and the program area expanded.
Credit and fiscal incentives policy took into consideration regional,devel-
opment as one important criterion. A new element in the Plan, however,

was the move to promote greater industrial dispersal by establishing

industrial estates in the regions and developing alternative urban _rowth
centers.

The third successor, the 1983-1987 Development Plan, contained
regional policies and programs not unlike those of the previous mi allure-
term Plan. Nevertheless, the new one aimed to substantially i_crease

investments in the cities of Cebu, Iloilo, Bacolod, Cagayan de Oi o and
Davao,thus developing infrastructureand encouragingindustriall{_:ation
to these areas. The Kilusang Kabuhayan at Kaunlaran (KKK), a progran_ which
aimed to mobilize private enterpreneurs to establish livelihood projects

throughout the country, was identified as the major support program that
could reduce regional disparities.

Also, the Regional Development Investment Program (RDIP) was
institutionalized. The RDIP, a document prepared by the RDCs, contained
a listing of programs and projects consistent with the regional development
plans for the planning period. It was to serve as the primary basis fo_ public
resource allocation in the regions.

The 1983-1987 Plan, later updated to emphasize balance_t agro-

industrial development, called for policy reforms which recognize agricul-
ture's full potentials and, through linkage effects; promote the develop-
ment of industries which provide agricultural inputs and are agro,based.

The fourth and latest (1987-1992) Plan considered an employment-
oriented rural development strategy as the principal means to achieve

greater regional balance. Thus, priority was given to small- and medium-
sized cities to strengthen linkages of rural resource areas with urban
centers. The primary aim, however, was to strengtl_en regional instffutions
through greater decentralization. Hence, the government strengthened
RDCs and provided them with broader powers to influence public
resource allocation in the respective regions. It also implemented policy
reforms (i.e., tariff reforms, the elimination of price controls, the disman-

2



BackgroundandObject/_

fling of agricultural monopolies, proper exchange rate management to
correctthe pesoovervaluation,etc.), to reducethe policy bias. against
agriculture.

The government, as summarized here, has long been attempting to
promote balanced regional development and spat/a/equity. Yet, no study has
ever been made to asse_ such experience. This study therefore tries to fill
this gap.

OBJECTIVES OF THE STUDY "

The following are the objectives of the study:
1. Review the literature and research publications on regional

deVelopment in the Philippines to provide a background on its issues and
the perceptions on why such issues need to be resolved;

2. Evaluate the socioeconomic development in the country's 13
regions (including the National CapitarRegion and excluding the Cordillera
and Mindanao autonomous regions) with reference to socio-economic
indicators that measure Gross Regional Domestic Product, poverty, em-
ployment, health and sanitation, nutrition, literacy rates, and infrastructure
availability;

3. Assess the levels of infrastructural investment in the various

regions using historical data and examine whether the levels of socioeco-
nomic development, poverty, and private investment can be correlated to
the past levels of infrastructure investment;

4. Rank the various regions according to the level of socioeconomic
development and compare and reconcile (if necessary) the ranking with the
results of other studies;

5. Examine the structural factors constraining development in the
various regions. These will include cultural, geographic and natural re-
source-base constraints;

6. Review the government's past fiscal, monetary and industrial
policies and programs and assess their impact on the promotion (or
discouragement) of regional development;

7. Analyze the central ar/d local government budgets in the post-
198Operiod and assess the adequacy of funds alloted for public expendi-
tures, particularly in infrastructure;

8. Review the programs and policies on regional development in the
Updated Medium Term Philippine Development Plan (1988-1992), the
Philippine Assistance Program and other relevant documents, including
those on the Omnibus Investment Code and the Investment Priorities Plan;

9.Discussthepoliciesand programsneeded(a)todecentralizethe
administrationand financialauthority,suchasNALGU devolutionsand
RegionalDevelopmentFund;and(b)tostrengthenRegionalDevelopment

3



D_.,CENTRALIZATION AND PR_ mR REGIONAL GROWTH

Councils as well as evaluate their impact on promoting regional develop-
ment; i

10. Evaluate the incentives available to private industry for dispers-
ing investment and discuss the efficiency of such incentives;

11. Assess the areas and directions where thegovernment's present
policies and programs for promoting regional development need to be
strengthened;

12. Prepare a socioeconomic profile of the Eastern, Central and West-

ern Visayas regions, which will include the following areas:
a) finances of local government bodies and their adequacy;
b) economic growth potential;
c) local and central government plans and programs for devel-

opment, in particular, infrastructure strengthening;
d) Philippine Assistance Program elements in the proposed in-

vestment plans (if any) and their expected contribution to
: regional development;

e) areas needing more investment and technical assistance for
the regions' full growth potential; and

f) possible projects for the three Visayas regions requiring finan-
cial and techaical assistance.

A specific part of the assessment will focus on: the growth potential
and prospects of the Cebu metropolitan area as the epicenter for Central
Visayan development; the factors inhibiting the growth of the Cebu me-
tropolis and the three Visayan regions; the deficiencies in the infrastructure
development programs for the Visayas; and the need to formulate master
plans for the Visayas' socioeconomic infrastructure requirements.

13. Examine the programs and contributions of major international
donor agencies (World Bank, Overseas Economic Cooperation Fund
[OECF], Asian Development Bank [ADB], and United States Agency for
International Development [USAID]) in promoting regional development
and summarize the important lessons from their experiences.

4



GOVERNMENTPOLICIES
ON REGIONALDEVELOPMENT

T / his chapter gives an overview of the major strategies and

1

Ipolicies adopted by the government to promote regional
...........................development and spatial equity, it contains the following

sections: (a) institutional framework for regional development; (b) trade
and industrial policies; (c) fiscal policies; (d) monetary, banking and credit
policies; and (e) special programs and projects.

INSTITUTIONAL FRAMEWORK FOR REGIONAL DEVELOPMENT

Decentralization aims to enable the affected public, who are the
beneficiaries of the development effort, to participate actively in the
decisionmaking and development processes. It is more effective and
efficient because it enables those who belong in the local government
units or organizations, that are better informed and more familiar with
actual conditions in the grassroots to make decisions. Time and resources,
too, are saved because decentralization reduces red tape.

Concepts

Decentralization occurs Where there is geographical dispersal of
power and authority from the center. Decentralization may take place
through either or both of the following forms:

(a) Deconcentration is a process where authority from the central
headquarters of a department or similar agency are delegated to its sub-
ordinate units and officials in the fiel d , empowering them to decide on
problems and issues within their jurisdiction. An examp]eDf deconcentration
is the delegation of authority from the central office of the Department of
Agriculture (DA) to its regional offices.

5



DECENTRALIZATION AND PR_ BDR REGIONAL GROWTH

The process is al_ sometimes described as the sectoral approach to
regionalization where the central offices of line agencies retain direct
control and supervision over their field offices. The main structure adopted
within the region is essentially a coordinative approach among tile field
offices of the various departments/agencies, where cooperation is effected

more by persuasion rather than by superior-subordinate reJati0nslli p. The
Philippine government is predominantly organized along such _ctoral
lines.

(b) Devolutionis the process of transferring power for the perfoi'mance

of specified functions from the national or central government tOlower
levels of government, including local government or special s_tutory
bodies. An example would be the transfer of authority from the central
government to the autonomous regions.

This second form is sometimes described as an areal approach_ where

the regional structure has greater direct supervision and control (_ver the
field offices of the departments in the region. The central offices cha_nel all
the services through the regional structure, and retain technical supervision
over its field offices. Its main characteristic is integration rather than
coordination, and the relationship between the regional structure and the
field offices of line agencies are closely similar to a superior-suboxdinate
relationship.

Regionalization: The Early Years i

As early as the 1960s, the Philippines had actively pursued
regionalization as a strategy to attain national development goals. It was,
however, only when the Integrated Reorga/_ization Plan was adopted in
1972 that full commitment to regional development was manifested. This
was further stressed in the first Five-Year Philippine Development Plan
(1978-1982), where regional planning and development were bc_th con-
sidered as goals and instruments of the national government. Thi otlgh the
years, regionalization has moved toward two directions: (a) regionalization
of the national administration to bring the government closer to the people;
and (b) regionalization of planning to provide a more rational framework
for regional development, i

In 1956, the Congress approved the Reorganization Plan 53-A_ divid-

ing the country into eight administrative regions. The regional deliheation
was based on such factors as contiguity of provinces and geographical
features, transportation and communication facilities, cultural and language
groupings, and population and area. Some agencies, however, modified
their regional boundaries according to the peculiar needs of their opera-
tions and established field offices in different regional centers. Although
the Plan intended substantial activities to be accomplished at the regional



GovernmentPolicieson RegionalDevelopment

level, major functions continued to be performed at the center while only
minor tasks were delegated to the regional offices.

The government also created regional development authorities at
the regional and sub-regional levels in the 1960sas a strategy to decentral-
ize planning, implementation and public investment decisionmaking
functions to the regions. Among these were the Mindanao Development
Authority, Bicol Development Company, Central Luzon-Cagayan Valley
Authority and a number of provincial development authorities which
were never activated due to funding constraints. The authorities later
failed primarily because of thelack of finandal support from the national
governmei;t.'

TheCommissiononReorganization, createdin 1968per Republic Act
No. 5434, undertook a thorough study for the revamp of the government's
executive branch with focus on the improvement of then existing regional
delineations. In determining the new regional delineations, the following
factors were considered: (a) contiguity and geographical features; (b)
transportation and communication facilities; (c) cultural and language
groupings; (d) land area and population; (e) existing regional centers
commonly adopted by several agencies; (0 socio-economic development
programs in the regions; and (g) number of provinces and cities. An
additional study, however, was undertaken to provide a more solid base for
modifying regional groupings. The following criteria were used in selecting
regional boundaries:

a) physical characteristics or geographical features, e.g., terrain,
climate, soil fertility, topography, land area, and population;

b) adminisvative and plat_ implementation factors, e.g., number of
provinces and cities, commonality of administrative and planning regions,
conformity of proposed regional boundaries with political boundaries,
capability of the regional area to render various services to the people as
basis forapproximating the optimum size of the region, availability of fiscal
resources to support the creation of regions;

c) economic development factors, e.g., on-going and planned large-
scale development programs/projects in the area, transportation and
communication facilities; and

d) ethnic and socio-cultural factors, e.g., cultural and ethnic homo-
geneity, literacy, existence of adequate number of schools.

On the basis of the preceding criteria, 11 regional areas were proposed
as against the 10 originally recommended by the Commission on Reor-

For details, sc,e Samonte (1968).
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DECENTRALIZA_ON AND PR(3_EcrsI_ORREGIONAL GROWTH

ganization in its first study. The Integrated Reorganization Plan (IRP),
which became Presidential Decree (PD) No. 1 on 24 September 1972,
adopted the second proposal.

The IRP institutionalized regional development. It provided !or the
policy framework for regional development as well as the adminislrative
structure for development planning at the regional level, its most _ignifi-

cant feature was the creation of the Regional Development Councils (RDCs)
that would undertake regional planning in each region.

The RDC was to be the extension of the NEDA Board in the _egion.

Unlike the NEDA Board, however, the RDCs had virtually no contr#l over

plan implementation since they had no direct authority over the regional
offices of national agencies? They also did not have any control over

financial resources for the regional plans. All budgetary appropr_tions
were determined by the central offices of the line agencies and coursed
through the local governments.

The RDCs also had to compete with more powerful office_ and
institutions involved in planning, program coordination and impler_enta-
tion at the regional level. Among them were the Presidential Regional

Officer for Development (PROD) and the Presidential Regional _ction
Officer (PRAO) whose functions were to monitor and implement impOrtant
development programs carried out by national agencies in the r_,ion.
Apart from these, offices for Integrated Area Development projects_IAD)
were operating in some regions and mobilizing the regional off_es of
national line agencies.

Starting 1975, however, a number of reforms were instituled to

strengthen the RDCs. Letter of Instructions (LOIs) Nos. 447, 448, 542 and
542-A vested the RDCs with powers to coordinate program and project
implementation and to recommend budgetary priorities for the region?
These orders required regional offices of line agencies to formulate their
budgets in conformity with the priorities established by the RDCs. Only
then could the RDCs review the budget proposals of the regional Offices
and submit their recommendations to the national offices.

In April 1980, the role of the RDCs'was further strengthened thi'ough
Executive Order 589, which mandates that a Regional Development Ino

vestment Program (RDIP) be adopted. The RDIP translated the objectives
and strategies of the regional plan into a package of proposed programs
and projects which, in turn, became the basis for public sector resOurce

2 The NEDA Board is composed of the President and the heads of the major national
depar tments/agencies. Hence; the dc_:isions by the body tend to carry more clout. In the!case of
the RDC, its resolu tions have to be concurred with the central office of the concerned line agency.

3 See Section C of Chapter V for a related discusaion.
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allocation in the regions. The five-year RDIP were prioritized annually to
determine the projects to be implemented each year. Then, the resulting
Annual InvestmentProgram (ALP) was linkedto thenationalbtrdget.

Since thebudgetconstitutedonlya portionofpotentialRDIP funding,

some oftheapproved projectswere submittedtotheDevelopment Budget

CoordinatingCommittee (DBCC) for possiblefinancingfrom external

multilateralorbilateralfinancingagencies.

Institutional Reforms Under the Aquino Administration

At present, there are 13 regions in the country. The two new regions
were created per PD No. 742 issued on 7 July 1975 and amended _)n 21

August 1975. The decree was further amended by PD879 (issued on 26
January 1976) and by PD No. 1396 (issued on 2 June 1978). The present
regionalization scheme is as follows: (1) National Capital Region (Metro-
politan Manila Area); (2) Region I-Ilocos; (3) Region II-Cagayan Valley; (4)
Region III-Central Luzon; (5) Region IV-Southern Tagalog; (6) Region V-
Bicol; (7) Region VI-Western Visayas; (8) Region VII-Central Visayas; (9)
Region VIII-Eastern Visayas; (10) Region IX-Western Mindanao; (11)
Region X-Northern Mindanao; (12) Region XI-Southern Mindanao; and
(13) Region XII-Central Mindanao.

Because the RDCs in these regions were still perceived as weak and
ineffective institutions for regional development despite the innovations,
the Aquino -administration committed itself to pursue greater decentrali-
zation. The importance attached to decentralization is evident in the
Medium-Term Philippine Development Plan (MTPDP) of 1987-1992. This
Plan recognized that effective development administration requires the
decentralization of significant and relevant government functions to
regional and local institutions to encourage more meaningful people
participation in the development effort.

Earnest efforts to deconcentrate and devolve authority to the regional
and local levels marked the first three years of the MTPDP (1987-1992). It
will be recalled that one of the basic objectives behind the reorganization in
the government was to attain improved responsiveness characterized by
devolution of powers, resources, and capabilities. In line with this aim,
regional offices of national line agencies were given more power to dispense
line functions, thus limiting the central offices to policy-setting functions.
Moreover, the flow of resources to the regions was hastened by allowing
treasury warrants to be released directly to regional offices. Local government
capabilities have been harnessed by giving them greater responsibility in
program implementation and funds management.
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The Pilot Projects (1988). On 30 May 1988, Memorandum Circular
No. 63 created, among others, the Pilot Decentralization Project to be
implemented in four provinces, namely, Tarlac,Laguna, Negros Occidental,
and Davao del Norte. Six national line agencies (Department of Public
Works and Highways [DPWH], Department of Transportation and _6m-
murdcation [DOTC], Department of Labor and Employment [DOLE], De-
partment of Education, Culture and Sports [DECS],Departmeht of Science
and Technology POST], and Department of Agriculture [DA]) were asked
to draw a list of their specific powers and functions that could,be devolved
to the pilot provinces.

A year after the Pilot Decentralization Project was launchec_, the
province of Batanes was included as one of the pilot provinces. Each 6f the
first four provinces was allocated a so-called decentralization t_nd
amounting to P120million (P100million alloted for infrastructure prC?jects
and P20 million for livelihood projects), while Batanes was authoriz_l to
use PSmillion only. Funds were released directly by the Departmettt of
Budget and Management (DBM) to the concerned Provincial Treastlrer's
offices. Non-government organizations (NGOs) and people's foundations
in the area also assisted the pilot provinces in the allocation of the Pl20
million decentralization fund by identifying priority areas and monitoring
the implementation of the various projects. 4

To effect decentralization, each line agency operating in the proyince
had to sign a Memorandum of Agreement (MOA) which decentrali_ed or
delegated specific functions and responsibilities to the provincial goVern-
ment. The MOA was supposed to be the clearest manifestation o_ the
agency's willingness to identify the basic functions that were to be devolved
to the local units. Based on the latest report made to the Cabinet Action
Committee on Decentralization (CACD), however, only two MOAs were
signed, namely: between the Governor of Negros and the Secretl!ry of
Department of Environment and Natural Resources (DENR); and bet_veen

the Governor of Tarlac and the Secretary of Department of Education,
Culture and Sports (DECS)?

On the whole, the experience from the Pilot Project illustrates the
importance of a concrete framework and of well-founded guidelines,
factors which were, unfortunately, not totally developed in the i!pilot
provinces. There is also a need to evaluate the implemention process[itself
and to institutionalize the consultation mechanism. Likewise, the r01e of

Undex theNew Disbursement Scheme (NDS), treasury warrants for all projects em;inating
from and to be implemented by any local government unit (LGU) are issued directly tO them.

s The signing of the MOA with the provincial governments is not a necessary condition
for releasing treasury warrants directly to the provincial government.
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Congress in the formulation and implementation of meaningful decentrali-
zation should never be overlooked.

New Disbursement Scheme. The New Disbursement Scheme (NDS)

that was implemented as per Memorandum Order No. 12 dated 10 June
1986 mainly streamlined the accounting system and disbursement opera-
tions of the government through the issuance of funding treasury warrant
(FTW). Based on the agency Work and Financial Plan and the Advice of
Allotment (AA) covering the release of the National Assistance to Local
Government Units (NALGU) funds to local government units (LGUs), the
FTWs were correspondingly issued monthly by the Department of Budget
and Management (DBM). After the FTWs were released to agency central
offices (ACOs), funds were accordingly sub-allocated to each regional/
subregional unit.

Another feature of the NDS was the common fund scheme (CPS),

which allowed funds of different activities/projects to be included among
similar expense classes so that irregular cash disbursements could be
minimized/eliminated.

By the start of the nineties, the Modified Disbursement System (MDS)
that was implemente_ (pursuant to Memorandum Order No. 279 dated 12
January 1990) bore changes in the process. Under the MDS, the DBM issues
a notice of Monthly Cash Allocation (MCA), in place of the FTWs, directly
to the agencies' central and regional offices and to specific provincial
offices. This process differs from the NDS, wherein FTWs were released to
the central office which, in turn, sub-allocated funds to regi0nal/sub-
regional offices. The MDS further allows the regional and local offices to
directly submit disbursement and liquidation reports to the DBM. The
NDS, in contrast, required the said offices to submit all reports to their
central level for its consolidation/reconciliation. The MDS, thus, enhance
the decentralization efforts of the government.

To ensure that government services are accessible to those in the
grassroots level and that problems at that level will be immediately
addressed, the Cabinet Officer for Regional Development System (CORDS)
was created. Cabinet Secretaries were designated to represent the Presi-
dent in the different regions of the country and to provide a direct link
between the President and the various regional and local levels.

Meanwhile, as the department in charge of local government ad-
ministration, the Department of Local Government (DLG) initiated a
number of activities to strengthen the capabilities of LGUs and their
employees in the delivery of basic services and to elicit the participation of
their constituents in development efforts. The following is a description of
the measures adopted to strengthen regional and local institutions.

11
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RegionalDevelopment Councils and the Budgeting Process

As the leading institution foreconomic and social development inthe
regions, the RDCs were r/_rganized by virtue of EO 308 on 5 November
1987. The reorganization of all RDC,s provided for:(a) a stricter definition
of the council membership and functions; (b) institutionalization of private
sector participation; and (c) greater interaction through the creation _)f a
consultative body composed of the members of the house of representatives,
members of the RDC and its sectoral committees, heads of other national
government agencies in the region, and representatives of NGOs and the
academe.

EO 308 was further amended by EO 366, which created a RegiOnal
Development Assembly (RDA) in place of the Regional Consultative lAs-
sembly (RCA). This Executive Order signed on 8 August 1989 sought to
resolve the problem raised by members of Congress on their lack of
meaningful involvement in the selection and allocation of.funds t for
projects under the infrastructure program. The Order thus allowed_ the
Congress to participate in the appropriation of such funds. In facU the
RDA now included Congressmen as well as Senators, the localofficials_ the
RDC Chairman, and non-government organizations' (NGOs) representa-
tives, all of which had a hand in project selection and fund allocatio h of
infrastructure projects.

The RDC budget for 1989was also enhanced by P5 million on tc pof
its operational funds. The amount was released directly to each RIX for
capital outlay projects such as purchase of equipment (e.g., IBM 'PC
compatible computers, faxmachines, Officedesks, and chairs), and vehi, .les,
and the construction, repair and expansion of the RDC building.

The following year, the DPWHinitiated the "block grant" schen e in
the budgeting exercise. This new scheme gave the RDC the discretic Lto
sub-allocate agency funds to the provincial and municipal/city levels. A P5
million feasibility studies fund was also directly released to the RDC by the
Pro_ct Facilitation Committee (PFC)so that each RDC could later pro¢ide
assistance to agencies in need of additional funding. The fund was meant
to accelerate project preparation, particularly the formulatictn of feasibility
studies, and to build up pipelin_ projects.

Under the block grant sclqeme, the NEDA Regional Offices (Nl_Os)
evaluate all projectproposals. Then, as the technical secretariat of the RDc,
the NROs forward these proposals to the RDC.The RDC, in turn, endoCses
approved projects to the DBM Regional Office for processing and release
of funds.

12
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LocalDevelopment Councils (LDCs)

EO 319 dated 4 March 1988reorganized and strengthened the Provin-
cial Development Councils (PDCs), Municipal Development Councils
(MDC,s), City Development Councils (CDCs), and Barangay Development
Councils (BDCs) and promoted the active participation and support of
various government agencies, and the private sector in the various local
levels. These councils thus became the main development advisory arm of
the local chief executive, coordinating and setting the direction of economic
and social development efforts in their respective areas.

Autonomous Acts of the Cordilleraand Muslim Mindanao

President Aquino signed into law on 1 August 1989and on 23 October
1989 RAs 6734 and 6766, otherwise known as the Organic Acts for the
Autonomous Region in Muslim Mindana6 and the Cordillera Autonomous
Region, respectively.

Comelec Resolution No. 2231 dated 8 January 1990again declared the
creation of the Autonomous Region in Muslim Mindanao. In the first
regular elections forGovernor, Vice-Governor and members of the Regional
Assembly (RA), 10representatives to the RA out of the required total of 21
were proclaimed by the Comelec. The proclamation of the Governor, Vice-
Governor and other representatives, on the other hand, were withheld due
to pending protest cases. Thus, even the recognized winners could not hold
office until these cases were settled.

Meanwhile, the Commission on Elections, in its Resolution No. 2259,
declared the Organic Act for the Cordillera Autonomous Region (CAR) as
approved and/or ratified only in the province of Ifugao after a plebiscite
was held in the provinces and city comprising the Cordillera Administra-
tive Region on 30 January 1990.

On 8 March 1990, Republic Act No. 6861 postponed the holding of the
first regular elections for Governor, Deputy Governor and members of the
Regional Assembly of the CAR to March 1991. Meanwhile, until the
Organic Act is ratified, the Cordillera Exectltive Board (CEB)and Cordillera
Regional Assembly (CRA)--the equivalent of the RDC and RDA, respec-
tively--as well as all offices and agencies created under Executive Order
No. 220 (an order signed in 1987 creating the Cordillera Administrative
Region) could not be abolished. According to Administrative Order No. 160
signed on 30 March 1990, the Cordillera Administrative Region should
continue to exist until the Cordillera Autonomous Regional Government
has been organized. Thus, so as not to impede the government's operations,
the integrity of the Cordillera Administrative Region (as composed of Abra,

13
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Benguet, Ifugao, Kalinga-Apayao and Mountain Province and the char-
tered city of Baguio) shall be maintained until then.

Private Sector Participation in Regional and Local Development

• As partners in the development efforts, the NGOs and PVOs lbave
served as financial conduits, assisted in the monitoring of government
projects; served as discussants in fora involving issues of national/sec_ral

concern, and participated in development councils at all levels of govern-
ment. NGO membership was institutionalized in the followingt (a)
reorganized regional, provincial, municipal, city and barangay develo p-
ment councils, to constitute up to one-fourth of the membershipj (b)
Agricultural and Fishery Councils instituted at the national, regional,
provincial, and municipal levels where private sector participation i_ up

to 60 percent; and (c) People's Economic Councils wl_ich continue to rel},on
heavy sectoral NGO participation. I

Stronger Planning-Programming-Budgeting Linkages

TheNEDA and DBM drew up the conceptual framework of a synchro-
nized planning-programming-budgeting system (SPPBS), an evolutiolary
rather than a radical approach to decentralization. The SPPBS minimizes

the chances of resorting to adjustment programs by adopting a sysfems
approach to planning and budgeting linkage.

Planning and budgeting activities are properly coordinated through
a careful definition of objectives and establishment of institutional network,

• process, and schedule that, in turn, govern the preparation and coordina-
tion of the content, form and manner of implementing the plans, investment
programs and budgets at sub-national and national levels.

One of the system's main objectives" is to decentralize planning,
programming and budgeting powers as well as authority to agencies,
RDCs, and LGUs. Ultimately, RDIPs which emanated from the LGLIs as

endorsed by municipal, city, and provincial development councils wi!l no
longer be reviewed at the central office but will merely be incorporategi in
the MTPIP. Also, regional budget proposals confirmed by the RDCs M,ill
only be consolidated with the central office estimates, as a matter of policy,
provided that RDCs comply with agreed-on ceilings.

The SPPBS also implies multi-year budgeting to make it relevant.
Hence, a major output is the Medium-Term Fiscal Plan which reflects the
government's revenue and deficit targets for the next five years. The over-
all, sectoral, departmental and regional ceilings have to be consistent with
the budget constraints over the medium-term, and the level of "uncom-
mitted funds" available for new programs after taking into account
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commitments for multi-year projects, debt service and recurring agency
expenditures.

To ensure the prompt release of the budget, the Plan and other
investment programs are prepared or updated two years prior to the budget
year in question. The budget, on the other hand, is prepared one year before
the budget year. The system also provides opportunities for feedback and
allows modifications arising from the changes in the budget levels and
other significant developments.

The SPPBS was pilot tested on January 1991 for the Fiscal Year 1992
budget.

Stronger Regional Plan Monitoring

A comprehensive and decentralized project monitoring and evalua-
tion system called the Regional Project Monitoring and Evaluation System
(RPMES) was formally established with the signing on 2 November 1989 of
EO 376. The RPMES was to be implemented by the development councils
at the various levels, i.e., RDC, PDC, CDC, and MDC to enable immediate

action on problems impeding the implementation of projects at the lowest
level.

Coordination and Administration of Integrated Area Development (IAD) Projects

EO 363 signed on 17 July 1988 decentralized the coordinative and
management mechanisms for the implementation of IAD projects. That is,
the overall direction, coordination, and supervision of existing IAD projects
and similar project's that may be established were transferred from the
National Council on Integrated Area Development (NACIAD) to the re-
spective RDCs and LGUs concerned. 6 In the case of IAD projects which
cover only one province, the responsibility was vested in the concerned
offices of the Provincial Governor. In the case of IAD projects that cover
more than one province, the RDC concerned was responsible.

In the same manner, EO 374 signed on 30 October 1989provided for the
disposition and abolition of five lAD Project offices, namely: Bicol River
Basin Development Project Office (BRBDPO), Bohol Integrated Area De-
velopment PrOject Office (BIADPO), Cagayan Integra ted Area Development
Project Office (CIADPO), Mindoro Integrated Rural Development Project
Office (MIRDPO), and Samar Integrated Rural Development Project Office
(SIRDPO). The functions of these offices were transferred to RDC V, the

Governor of Bohol, the Governor of Cagayan, RDC W, and RDC VIII,
respectively.

6 With the abolitionof theNACIAD,all existingand proposed IADprojectsshall be
administeredbytheRDC orthecon<_rnedLGU.
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For the multi-provincial IADPs, Pro_ct Management Units (PMUs)
were formecl to oversee the implementation of the pro_ct in each participat-
ing province. The Project Governing Board (PGB) was likewise formed to
coordinate the activities of the PMUs. Both the PMUs and the PGB are

composed of representatives from concerned agencies and LGUs.

Decentralized Project Evaluation
i

NEDA Office Order No. 1-89, or the Policy Guidelines for Regional and
Decentralized Evaluation signed on 27 February 1989, prescribed the e_alu-
ation procedures to be followed by the NEDA Secretariat, specifically c_fthe
NROs, on all region-based, interregional and nationwide projects propOsed
for national government and/or external funding. Also, per the ReVised
Investment Coordination Committee (ICC) Procedures and Guidelines

which was approved by theNEDA Board in April 1989,an RDC endorselnent
is one of the requirements in project approval and funding for region-bbsed
projects.

Remaining Issues�Concerns

Although some gains were achieved in terms of actual transfe_ of a

wider range of powers and responsibilities to LGUs, the programs thai can
effect greater local autonomy have not been pursued vigorously. !

(The Local Government Code that shall provide the frameworl_ for

local politics and central and local relations, particularly on imprc/ving
accountability, responsiveness, and allocation of Powers and responsibili-
ties to LGUs,-has been filed in Congress and passed into a law. 7) First, the

revision of the local governments" classification system that shall takeinto
account relevant criteria aside from income, and the rationalization of the

allocation system for national assistance to LGUs--both important programs

to guarantee transfer of commensurate financial resources--are being
pursued at a relatively slow pace.

Also, despite the government policy to enhance the fiscal autonomy
of LGUs, the taxing Powers of these units remain limited. The L_Us
continue to be largely dependent on the national government for fina6cial
assistance and aid. 8

Second, the failure to grant substantive powers, authorities and !req-
uisite resources to regional institutions and LGUs stem from the aml_iva-

lent attitude of some agency heads toward decentralizing their powers!and
prerogatives.

7 Refer to Chapter V for some of the important features of the bill.
s See Section C of Chapter V for a detailed di_ussion on this.
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Third, some projects (i.e., those supported by congressional funds) do
not pass through the RDCs for prioritization. Also, most agency central
offices still have influential powers in determiningpriority regional projects
and their funding allocation and releases. On the other hand, Agency
Regional Offices (AROs) are constrained to limit their selection on the
priority projects determined by their central offices rather than on those
favored at the regional level.

Moreover, the appointment of local government financial function-
aries such as assessors, treasurers and budget officers, which is a legitimate
function of LGUs, is still exercised by officials of central offices. Central
departments compete with local governments for the delivery of basic
services such as police and fire services.

Fourth, other critical activities in preparation for the transfer of
commensurate financial resqurces, such as trainingprograms for local
government employees on _ management and project development,
need to be rationalized and accelerated. There has been no determined

and concerted effort among government departments to train local
governments in these areas.

TRADE AND INDUSTRIAL POLICIES

Inthe early 1980s, the government started a tpajor five-year structural
adjustment program with the Tariff Reform Program (TRP) of 1981. The
TRP of 1981 sought to bring down and even-off levels of assistance among
and within sectors by reducing the highest tariff ratesao 50 percent and
setting a floor rate of 10percent by 1985.9 The TRP, however, was found to
be ineffective if imports were not liberalized because it would simply
reallocate government revenues to individuals as monopoly rents. This
was true in cases where non-tariff measures (NTMs) were more binding
than tariffs. Thus, hand in hand with the TRP, the Import Liberalization
Program (ILP) was implemented.

In 1983, the ILP was postponed for about three years because of a
balance Ofpayments crisis. Import restriction actually became more pro-
nounced until 1986 through a series of increasing ad valorem taxes on
imports and a virtual ban on luxury goods and non-essentials. By mid-
1986, the ILP was pursued again as part of the recovery program of the
new government. Phase I of the ILP (January 1981-April 1988) liberalized
a total of 2,159 PSCC lines.

There were numerous tariff adjustments due to the ILP from 1986 to
1989. Phase II of the ILP involves 673 items broken down into three

0 SeeEO609,624,632-A,684,and706.
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categories: list A for immediate liberalization, list B for review, and list C
for continued regulation. Restrictions on 94 items under list A were lifted
in December 1989 while there has been no item liberalized under list B yet.

Some studies (e.g., Bautlsta and Power 1979_Tan 1979; and Medalla
1986) have shown that past trade regimes had a strong bias _gainst
agriculture and/or export-oriented and or labor-intensive indus1 _ies in
favor of import_substituting industries producing finished good 3. The
biases in favor of or against an industry or group of industries wer_ found
to be mor6 pronounced in industries that possessed a combination OFthese
characteristics.

Table I shows the average effective protection rates (EPRs)by major
sectors for 1979 and 1985. The TRP of 1981 lowered the level of protection
but failed to change the structure of protection: agriculture and the Pi imary
sectors remained penalized while manufacturing continued to _eive
higher protection. Considering exportable versus importable sectot_, the
unfavorable bias against the former rerhained. !

Table 2 shows the EPR structure for 1985 and 1988. Agricultule, as a
whole, received positive EPRsbut itsexport sector remained penalizi_d. On
the whole, manufacturing received higher positive but declining EPR
relative to agriculture. The overall bias against the export remained un-
corrected, whether in agriculture or manufacturing.

Trade policy after the TRPof 1981and Phase Iof the ILPbecame more
transparent and moved toward freer trade; nevertheless, it preserved the
past protection structure. It continued to penalize agriculture relative to
manufacturing, and export relative to import sectors.

Table 3 shows the shares of three major sectors in real gross regional
domestic product (GRDP) for 1980, 1985 and 1988. On the average, all
regions depended on agriculture, fishing and forestry for at least 40 percent
(excluding NCR), industry for 20 percent, and service for 30 perCent of
GRDP in any year mentioned. Since the trade regime in the 1980s reraained

bias against agriculture, it did not encourage regional growth throu[ h the
growth of their respective primary sectors. This is to say the leaS' The
regions thatwere least affected by this bias would obviously be NCR, I_,hich
had practically no primary sector; and Region VII, whose share iaf the
primary sector among the twelve regions was the lowest (20-23 per(ent of
its GRDP). Regions IXand VIIIwere most vulnerable since some 60 _rcent
and 54-59 percent, respectively, of their GRDP came from the p[ [mary
sector. Such bias against regional growth were worse in cases whet their
respective primary sectors were net exporters.

Using acomputable general equilibrium model (CGE)consistingof 25
sectors, Clarete (1989) simulated five different tariff regimes: th_ tariff
reform program previously discussed, a 20 percent uniform tariff rate, a 30
percent uniform tariff rate, higher agricultural tariffs and lower industrial
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Table1
AVERAGEEFFECTIVEPROTECTIONRATES

Onpement)

A B C
1979, !985 1979 1985 • 1979 1985

AllSeclors 19 9 26 14 24 12

Expo_s -3 -3 -4 .4 -3 -3
Importables 37 20 46 27 44 25

Primary& Agriculture 0 -2 2 -1, 1 -1

Manufacludng 35 20 43 25 4O 23

Exportab_s 1 1 1 1 1 1
Impo_ables .51 39 60 15 50 33

WEIGHTSUSED:

A.FrVA(O/1+Tj_whereF'rVA= freeIradevalue-added
O = valueofpn:xluction
,I"= implicittariff

B.1. MixedSector=FTVA((0/I+Tj)+M-X)
2. Exportaldes=FTVA((0/I+j)-X)
3. Importable=F'TVA((0/I+TD+M)

G.1. M0(edSector=FTVA((1.SQ/I+Tj)+M-X)
2. Exportaldes=F'rVA((1.SQ/lq)-X)
3. Impom_e =F'TVA((1.SO/I+Tj)+M)

Sour(_:Medalla,1986.

tariffs. Clarete produced at least three findings which are of interest to this
study. One, the highest real incomegain to society is when current
agricultural tariffs are maintained while industrial tariffs are lowered. Two,
relative to their present levels, farm and agricultural incomes will increase
if industrial tariffs are lowered and the post-tariff reform's agricultural
tariffs are maintained. Three, outputs of agricultural exportables increase
while those of agricultural importables decrease in all tariff policy regimes.

Clarete's central policy recommendation, therefore, was to maintain
agricultural tariffs and lower industrial tariffs since it is the trade regime
that corrects the anti-agricultural bias. In the absence of more detailed data
on the regional agricultural economy, the quantitative impact of this
recommendation cannot be evaluated with certainty. Nevertheless, the
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Tal_ 2
EFFECTIVEPROTE_ONRATES,BYMAJORSECTORS

SECTORGROUP 1985 SD 1988 SO 1985 1988
(Inpecent) (1+EPR)°

03-98AllSectors 0.49041.16550.36490.7084123.45 t1858
Exportables -0.06910.0594 -094140.0327 77.11 _83.28
ImpoMables 1.02261.45070.75140.8806167.53152.16

03-22AgricUture,
Rshing&Forestry 0.09000.37370.0521 0.2632 90.28 91.41

Exportables -0.08490.0967 -0.05700.0967 75.80 _81.93

Importables 0.79620.20880.49280.2627145.781_2929.70

28-96Manufacturing 0.73351.58950.55491.008014358 t85771135109Exportables -0.0445 0.1113 -0.0128 0.0994 79.14
Importables 1.07271.80100.80241.1194171.6815659

±

* Agriculture=100

Source:Medalla,1990.

Table3
REGIONALGROSSDOMESTICPRODUCT

( Inpercentshares)

SECTOR/ YEAR 1980 1985 1988

L Agri,Fishery&Forestry
RegionI 37.22 46.90 42.89
RegionII 44.11 57.05 55.06
RegionIII 26.80 29.07 28.47
RegionIV 27.70 30.29 29.70
RegionV 52.94 58.56 55.19
RegionVI 39.24 42.16 4230
RegionVII 23.43 23.22 21.84
RegionVIII 53.83 59.15 58.49
RegionIX 59.14 64.67 62.54
RegionX 39.84 44.34 40.46
RegionXI 43.64 49.69 45.46
RegionXll 57.30 57.64 53.56
NCR 0.00 0.00 0.00

Average 42.10 46.90 44.75
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Table3 (con_ued)

SECTOR/ YEAR 1980 1985 1988

iL indusy
RegionI 24.56 19.21 23.80
RegionII 25.81 10.60 11.32
RegionIII 37.00 34.91 34.81
RegionIV 41.60 36.97 39.19
RegionV 14.46 8.85 9.85
RegionVI 27.64 21.24 17.19
RegionVII 34.15 30.46 31.78
RegionVIII 14.23 9.61 10.19
RegionIX 9.68 6.90 9.17
RegionX 24.85 23.01 27.35
RegionXI 19.39 15.37 18.60
RegionXll 20.77 20.01 26.41
NCR 52.24 51.37 4736

Average 24.51 19.76 21.64

III.ServiceSector
RegionI 98.22 33.89 33.31
RegionII 30.09 32.35 33.62
RegionIII 36.20 36.02 36.73
RegionIV 30.70 32.74 31.11
P,env 32.6o 32.6o 34.96
RegionVl 33.11 36.60 40.51
RegionVII 42.42 46.29 46.38
RegionVIII 31.94 31.23 31.32
RenlX 31.18 29.43 28.3o
RegionX 35.31 32.65 32.19
Regionxi 38.97 34.94 34.94
RegionXII 21.94 22.34 20.03
NCR 47.76 46.63 52.64

Average 33.39 33.34 33.62

Sooce:N/onalIncomeA_ounts,I._IKSeries,NF.DA
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regions that wii]_benefit most from this policy recommendation are those
whose agricultural'sectors are net exporters.

The impact of tariff policies on the Philippine terms of trade _villbe
very small, if not nil, since the country is a small open economy With a
relatively inelastic domestic demand for imports and elastic world de_and
for its exports. A small country (i.e., its supply of exports and demahd for
imports are only a small fraction of world trade), the Philippines is Unable
to influence world prices because it has neither monopoly nor monopsony
power in world trade. Its imports consist largely of capital goods, essential
raw materials and intermediate goods and crude 0il, while consumer
goods never took more than 10 percent of total imports (see Table i4).

However, the structure of imports has changed over the last two
decades, showing a larger share of raw materials and intermediate goods
relative to capital goods. On the other hand, the structure of exports has
changed dramatically from one that depended only on four traditional
commodities to one with an increasingly larger share of non.tradi/ional
exports. In 1970, the country's exports were mainly traditional (91.5%). As
a result of an intense export drive started in the early seventies, theshare
of non-traditional exports increased from eight percent in 1970 to 72
percent in 1989, with a heavy concentration on garments and electronics

Table4
PHIUPPINEIMPORTSBYCOMMODITYGROUPS

1970,1975,1980-1988
(Inpercent)

1970 1975 1980 1985 1986 1987 1988
,J

1. Ca_taJ_x_s 38.0 33.2 25.7 15.4 17.1 18.0 21.3

II.Rawmaterials&intermediategoods 41.5 33.7 36.9 43.0 53.0 50,9 1,51.2

IILMineralluels,lubricants 10.9 22.3 29.1 28.4 17.2 18.513,4
petroleum,crude 9.4 20.5 24.0 25.0 14.4 15.8 11.3

IV.Consumergoods 9.2 8.4 6.0 8.6 7.9 8.1 9.1

V. Specialtransactions 0"5 2.5 2.2 4.5 4.8 4.5 5.1

Total 100 100 100 100 100 100 100
($millions) 10903459 7727 51115044 6737 8159

Source:Basicdata-DepartmentofEconomicResearch,CentralBankofthePhir_nes.
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(Table S). However, the demand for these non-traditional products has
remained elastic because of competition from other Asian countries.

Tariff policies affect investment inasmuch as resources get allocated
to the most profitable areas of production. Interestingly, these are areas
where effective protection rat_s are highest, and where industri,'es are
generally import-substituting ones producing consumer goods or finished
goods with relatively little value-added. Specifically, tariff policies cause
investments to concentrate in the NCR and in Regions HI, IV and VII.

Tal_5
PHIUPPINETRADmONALANDNON-TRADmONALEXPORTS,1970.1989

(inpercent)

CommodityGroup 1970 1975 1980 19851986 1987 1988 1989

I. TraditJonalexports 91.5 77.0 53.0 28.1 26.3 23.9 22.7 27.2
Coconutpnxlucts 19.7 20.3 14.0 9.9 9.7 9.8 8.2 6.9
Sugarandproducts 18.5 26.8 11.4 4.0 2.1 1.2 1.0 1.4
Forestproducts 26.2 9.8 7.3 43 4.2 4.2 3.7 2.5
Mineralproducts 20.4 14.5 15.9 5.2 5.5 3.9 5.4 10.6
Fruitsandvegetables 2.4 1.9 1.9 2.9 2.8 2.6 2.0 4.1
Abacalibers 1.4 0.6 0.5 0.4 0.3 0.2 0.2 0.2
TobaccoLa'm_anufaclured 1.3 1.5 0.5 0.5 0.4 0.3 0.3 0.2
Petroleumproducts 1.6 1.6 1.6 0.8 1.3 1.5 1.9 12

IL Non-traditionalpnxJucts 8.0 22.0 45.8 70.7 71.2 73.4 75.871.7
Non-lmditJonalmanufactures6.8 16.0 34.6 59.7 59.5 63.7 66.0 66.4

Elec.&elec.eqpt4_u'ts&
lelecom. 0.0 2.0 11.6 22.8 19.0 19.6 20.9 22.4

Garments 0.0 4.4 8.7 13.5 15.5 19.2 18.6 20.1
Obhers 6.8 9.6 -14.423.5 25.0 24.9 26.5 23.9

Non-lradit_unmanulaclures1.2 6.0 11.1 11.0 11.7 9.7 9.8 5.4

III.Specialtransacl_ns 0.0 0.9 0.6 0.3 0.2 0.1 0.4 0.1

IV.Re-exports 0.5 0.1 0.6 0.9 2.3 2.6 1.1 0.9

Total 100 100 100 100 100 100 100 100
($mUlions) 1062 2294 5788 4629 4842 5720 7074 7821

Therehasbeenam-dasrAcalJonlermanyproductsfallingunderOthembeginning198Q.

Soume:Basiodata-Departrn_tof_ic I:z,=,_=,.ch,GmtrelBankofthePhilippines.
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FISCAL INCENTIVES FOR REGIONAL DEVELOPMENT

In the late 1960s the government's concern for the spatial dimensions
of development began to be manifested in its basic economic policies._After
the change in government in 1986, renewed efforts toward regional
development became increasingly evident. This section reviews!fiscal
incentives for regional development from the sixties thereon. I

B OI Incen tires

The original Investment Act of 1967was amended to include regional
dispersal of industries as one of thecriteria in the preparation Cf the
Investment Priorities Plan and in the evaluation of projects by the BOI. In
the 1980s three major incentives acts were passed: the Omnibus I/_vest-
ment Code (OIC) of 1981, 1983 and 1987. The OIC of 1981 (PDI1789)
consolidated all the provisions of the Export Incentives Act of 1970 (RA
6135) and the Investment Incentives Act of 1967 (RA5186) without any
major changes.

Today, BOI incentives are .granted to registered firms on an incre-
mental basis. At first, a set of minimum basic incentives are granled to
registered firms; then additional incentives are given if a firm expanfls, or
exports a certain proportion of its output, or locates in a less developed
area. An expansion project will mean that a firm has already bOen in
existence; an exporting firm will have to start with a considerable strong
domestic base because of very competitive world market conditions; _most
firms are not likely to locate in a less developed area. At this juncture, the
effectiveness of BOI incentives on the targeted activity will depend on how
firms assess the significance of marginal benefits against the marginal costs.
Though the net marginal benefits are positive, the effectiveness can still be
minimal if these benefits are perceived by firms as small or negligible.

Registered enterprises with production, processing or manufacturing
plants in areas designated for the dispersal of industry are allowed to
deduct in full from their taxable income the cost of the necessary and major
infrastructureworks undertaken within 10years from commercialoper_tion.
Multinationals are likewise extended tax incentives to encourage g_ater
Investments in preferred areas.

To fully enhance the country's exports, incentives are also granK_l to
export processing zone enterprises. Imported items of enterprises regis-
tered with the Export Processing Zone Authority (EPZA), when sold or
used in production inside the zone, are exempt from customs duties and
internal revenue taxes. Such enterprises also enjoy the incentives provided
to BOI-registered enterprises. In addition, EPZA-registered enterprises are
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exempt from local government impositions on construction, operation or
production inside the zone and under certain conditions.

Using data on tax incentives availed by 30 firms irrt974,-Tan (19:79)
calculated the equivalent subsidy rates and analyzed their effects on the
EPR structure. The 30 firms corresponded to 52 BOI industries and 74
I/O sectors, which is two-thirds of the number of tradable sectors in the
input-output table. The actual subsidy rate was 1.4 percent of the total
output of the 52 industries: 18 industries have less than one percent, 11 at
no more than_ix percent, and one at 100 percent. The actualsubsidy rate
would be 15 percent if only BOIregistered firms were considered.

The effect of BOIsubsidies on EPRs, estimated using the 1974 Input-
Output Matrix, was minimal: the increase was slight, from an average EPR
of 36 percent due to tariffs and indirect taxes, to around 39 percent.
Industries whose relative positions iml_roved were those producing ramie,
pulp and paper, primary steel, electrical equipment and textile products.
However, the effect of BOIincentives on the overall EPRstructure remained
the same.

BOIincentives can affect capital and labor prices through its subsidy
effect. Gregorio (1979) evaluated the impact of BOI incentives on the
internal rate of return and relative factor use (cf. 1979, 1986 and 1990
studies). The Omnibus Investment code (OIC) of 1981 granted incentives
that made capital relatively cheaper than labor through the use of accele-
rated depreciation, tariff and tax exemptions on imported capital equip-
ment and tax credit on domestic capital equipment. This capital cheapening
effect was removed upon the passage of the OIC of 1983 (BP391); thus, a
more neutral policy toward capital and labor was achieved. However, this
neutrality was lost upon the passage of the OIC of 1987 (EO226), bringing
back the bias against labor, considering that the Philippines is a labor
surplus country.

Table 6shows the capital-labor (K/L) ratio of BOIapproved projects
from 1980 - 1988. The tableindicates that capital- intensity was not region
specific. From 1980 to 1988, the most capital-intensive projects were not
consistently pursued in any region andwere never attempted in the NCR.
Thus, such bias against regional growth is the overall bias against labor
since a more capital-intensive process uses labor in a smaller proportion.
Employment effects could have been greater had labor-intensive policies
been promoted.

The 1981 OICgranted two forms of incentives for industries to locate
in less developed areas. First, a tax credit equivalent to 100 percent of
necessary and major infrastructure costs was offered to registered enter-
prise. Second, an additional reduction in income tax equivalent to the direct
labor cost was granted to export firms provided such deductions did not
exceed 25 percent of total export revenues.
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Table6
PROJECTSAPPROVEDBY BOARDOFINVESTMENTS

BYREGION,1980- 1989
CAPITAL-LABORRATIO I

REGION 1980 1981 1982 1983 1984 1985 1986 1987 1988 t989
__. 1/

PHILIPPINES 127 67 149 69 33 17 12 16 28 45

NCR 137 53 204 37 17 17 8 11 28 31

RegionI 70 47 41 182 62 1 22 59 10 89

RegionII 89 8 22 13

RegionIII 80 27 45 170 18 33 27 83 52

RegionIV 78 21 74 34 5 18 24 38 24 67
RegionV 254 -. 22 70 77 3 31 27 22

RegionVI 99 39 243 160 10 36 14 20 41

RegionVII 191 52 9 23 6 9 16 5 23 47'

RegionVIII 1237 45 22 r664
RegionIX 33 33 151 0 5 3 41 31 25

RegionX 692 81 181 76 20 690 98 14 12 26

RegionXI 65 119 9 41 24 13 48 37 23

RegionXII 70 686 69 201 57 96

Notes:
GDPdeflatorus_ isfornationwidesincefiguresare venjdose toregionaldeltatom.
K/L= ProjectCostinconstant72 ixicesperv_orker,

Sourceofbasicdata: Boardof Inveslmeflts.
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Table 7 shows the projects approved by the BOI by region. From 1980-
1983, Region W had the largest number of projects approved, followed by
the NCR. The third position_ent to either Region XI or III. These relative
positions shifted in 1983 in favor of NCR and remained unchanged until
1989, with the NCR hagging most projects, followed by Regions IV and III,
respectively. Only in 1986 did Region VII supplant Region III in rank. In the
overall, this ranking would not change significantly even if the analysis for
the 1983-1989 period washased on project cost or employment. Thus, both
analyses show that the two BOI incentives granted to firms failed to
disperse industries and private investments.

Table 8 which shows the overall distribution of private investment
from 1975-1987 using the National Income Accounts data, bears the same

findings. This data set captures all private capital formation whether or not
promoted by the BOI. It shows that private investment had remained

concentrated in the NCR. The region's share reached its highest in 1979
(63.8%) and its lowest in 1977 (40%). Regions IV and_VII were consistently
in the second and third top positions, respectively, starting 1978 and (except
in 1983 when the two regions switched ranks) remained in their slots until
1987.

The failure of past incentives to disperse private investment was due
to the difference in the objective functions of the economic agents involv-
ed. Moreover, the incentives for dispersal were insufficient to compensate
for the efficiency pull of agglomeration economies (Louis Berger In_er-
national 1986). After all, every firm will aim to maximize profit or mini-
mize cost and will locate in a certain area to attain either of these objectives.

Using data from 100 firms in the top 1,000 corporations, Herrin and
Pernia (1986) found that out of the 34 factors that can possibly affect
location decision, only seven are considered decisive by majority of the
sample firms. Their replies can be grouped into four critical location factors:

access or transport, power, information and communication, and physical
plant requirements. The first three, purely a function of urban concentration,
can be translated into market terms through supply price, transport cost,
wages, and rent (Louis Berger International 1986). The contention is that

these factors increase efficiency, hence, enhancing profitability.
The government has two objectives in industrial dispersal and/or

regional development policy: environmental protection and spatial equity,
respectively. The incentives granted to firms for infrastructure expendi-
tures in less developed areas, however, are not enough to attain the
objectives. Here, there is a divergence between private and social costs.

/ That is, industrial locational concentration brings about negative exter-
nalities such as noise, water, and air pollution and congestion. The lack of
an industrial dispersal policy only aggravates such externalities. Society,
moreover, bears most of the cost because there is no explicit compensation
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Table7
¢= PROJECTSAPPROVEDBYBOARDOFINVESTMENTS

BYREGION,1980-19_
RankedbyDistz'iloutionShams

1980 1981 1982REGION #OF PROJECTCC6T TOTAL #OF PROJECTC(_T TOTAL #OF PROJECTCO6T TOTAL

PROJECTS (realterms) EMPLOYMENTPROJECTS (reaJte_rns)EMPLOYMENTPROJECTS (realtmms).EMPLOYMENT

32 1,589,263 12,551 193 3,581,663 53,110 146 4,213,841 28,274
PHtUPPINES 100 100 100 1C0 t00 100 100 100 100

RegionIV 34 21 34 40 13 40 45 21 43
NCR 22 21 19 21 13 17 20 16 12 P

RegionX 13 22 4 6 8 7 5 2 2
RegionVII 9 21 14 4 2 2 5 0 4
RegionXi 9 10 19 9 18 10 5 1 13
I:leg_ I 6 5 9 2 1_ 2 2 0 1
Re,_onIll 6 1 2 8 4 10 12 3 8
RegiortVI 0 0 0 2 5 4 4 1 5
Reg_V 0 0 0 2 6 1 0 0 0
Re,onIX 0 0 0 2 1 3 1 0 1

VIII 0 0 0 1 25 1 0 0 0
Re_lg 0 0 0 _ 0 0 ') 0 0
Re,_ Xtl 0 O 0 3 2 2 i _ 12

S_rce:BoardoiInvestments.
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Cooernmeat Policies on Regional Deoclopraent

Tab_7(continued)

lg89
REGION #OF PROJECTCOST TOTAL

PROJECTS (realterms) EMPLOYMENT

921 6,349,103 140203
PHILIPPINES 100 100 100

NCR 48 33 48

IV 20 39 26

VII 6 5 5

VI 6 2 3

I 2 3 2

XI 2 1 2

X 2 1 2
IX 1 0 1

V 0 0 1
Xll 1 1 1

VIII 0 2 0

III 8 8 7

Ii • 0 0 0

Source:BoardofInvestments.
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Table 8

PFWATEINVESTMENT*, BY REGION
PERCENT DISTRIBUTION

1975-1987

1975 1976 1977 1978 1979 1960 1981 1982 1983 t984 1965 1988 1987 _;
O

(P000) 12678417131822421327220114629306162582151787701618298773 1832625318637143126(734,3694839,337896115 9341294

QPHILPPtNES 100.0 1CO.0 100.0 1009 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0

NatJo_CapitalP,egion53.5 44.0 39.5 60.1 63.8 60.5 63.1 55.5 61.3 52.5 57.5 57.6 56.3

RegionI 2.1 8.3 9.2 1.9 1.7 1.7 2.3 3.0 1.7 2.6 4.3 3.2 3.1

RegionII 2.2 0.8 0.9 0.8 0.7 0.8 1.3 1.2 0.8 1.1 0.8 0.8 0.7

RegionIII 6.0 8.8 16.7 4.6 3.8 3.8 3.9 6.0 3.4 5.1 4.2 4.9 5.1
RegionIV 15.5 6.5 8.0 8.7 10.8 8.3 8.1 10.3 7.9 16.1 15.4 17.2 16.6

RegionV 1.6 1.6 3.1 3.7 1.1 1.3 1.7 1.1 1.1 1.7 1.7 1.5 1.8

RegionVI 3.9 3.0 2.9 2.7 3.0 7.6 2.9 4.8 4.5 3.6 3.0 2.7 3.2

RegionVII 3.9 3.6 82 4.7 5.8 7.8 8.0 9.3 8.7 9.4 8.8 11.1 5.6

RegionVIII 1.5 0.7 0.9 1.5 0.6 0.6 0.7 0.7 0.8 2.2 2.4 1.0 0.8

Reg_ IX 0.8 0.9 0.8 1.4 0.8 0.8 0.8 0.8 1,I 1.3 0,5 0.8 0.8

Regior_X 3.9 2.5 2.9 2.2 4.1 5.1 5.2 4.8 5.8 3.6 1,5 1.8 2.2

RegionXl 4.1 2.9 2.8 4.6 2.6 3.9 4.8 2.3 5.9 3.1 2.4 2.4 2.8

R_ionXJ__ 1.O = M ¢2_ 2.9 1.1 1.7 _ 1.6 3.4 0.9 1.5 0.9 1.6 1.1

" Ppi_tei'westmenl=DurebleEquipment+Pri,,,ateQmslxuclion

Source:Nalionali,¢emeAccounts,LINKSeries,NEDA.
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to the affected parties nor is there deliberate tax or other policies allowing
firms generating these externalities to internalize the cost. At best, the
government through the Environment Protection Agency (EPA) levies
lump sum fines on few erring firms. Private costs are also lower through the
efficiency providedby the agglomeration economies.

The second incentive fordispersal granted exclusively to export firms
is also found to be ineffective because its condition is to set the ceiling for
the additional tax deduction at 25 per6ent of export revenues. In this
scheme, an export firm is granted a tax deduction incentive equal to its
direct laborand raw material costs; when it locates in a less developed area,
it can avail of an additional tax deduction equal to its direct labor cost. This
means an export firm that locates in a less developed area is entitled to an
income tax reduction twice the amount of its direct labor cost. Export firms,
however, cannot avail of the marginal tax reduction if its direct labor cost
has already reached the 25 percent ceiling. Obviously, only firms whose
labor costs are low can avail of this second dispersal incentive (Gregorio
1979).

The amendments incorporated in the 1988 Investment Priorities Plan
included an explicit Industrial Location Policy. It gradually reduced the
incentives to firms that locate in the NCR starting 1989. Yet, the distribution
projects locating in the NCR appear to be an overwhelming 48 percent (see
Table 7). There are still no available information to evaluate the effective-

nessof reduced incentives on regional dispersal.
The 50-kilometer radius ban on the NCR instituted in 1973 was

equally ineffective because exceptions were granted and grace periods
extended (Louis Berger International 1986).

From all these results, onecan therefore conclude that the industrial
dispersal program failed.

The 1986 Tax Reform Package

One of the reforms in the 1986 package with regional implications is
the abolition of the export tax to enhance the production of and investment
in what used to be taxed commodities. Such export taxes have disincentive
effects on production and investments. From 1980-1985 (except in 1984),
the value of the country's exports declined (Table 9).Likewise, the share of
the agro-based traditional exports to total exports exhibited a downward
trend. From a share of 39.75 percent in 1982, its share declined to 28.38

percent in 1985.
Beginning 1986, export trends began to improve with total value

rising from US$4,841.7 million in 1986 to US$5,720.2 million in 1987, or an
increase of 18.1 percent. However, the value and percentage of traditional
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T_ 9
TOTALEXPORTS,1980-1987
(F.O.BinthousandUSdollars)

PERCENTOF
TRADITIONAL TRADITIONAL

YEAR TOTALVALUE EXPORTSEXPORTSTOTOTAL

1980 578,788 n.a.
1981 5,720,397 n.a.

1982 5,020,593 1,955,563 39.75

1983 5,005,291 1,893,458 37.83

1984 5,390,646 1,739,796 32.27

1985 4,628,954 1,313,645 28.38

1986 4,841,780 1,299,289 26.83
1987 5,720,238 1,296,815 22.67

Source: PhilippineSta_tical Yeartx_ 1989.

exports to total exports continued to decline, showing that eliminating
export taxes is not sufficient to increase export.revenues if there is no
corresponding move toadjust exchange rates and relax supply conStraints.

Also, the tax reform package rationalized tax incentives through
Executive Order No. 93 dated 7 December 1986. This measure withdrew
the various tax incentives which distorted the equity of the tax system and
deprived the government of much needed revenues. The executive ord_',
however, explicitly retained the incentives provided under the Omnibus
Investments Code.

Kalakalan 20

The most recent measure.undertaken to promote develop_ent in
rural areas was the passage of RA No. 6810 in 1989, establishing th(! Magna
Carta for Countryside and Barangay Business Enterprises (CBBE): the
Kalakalan 20. A CBBE is defined as any business entity, association or
cooperative with (a) number of employees not exceeding 20; (b) assets at
the time of registration no texceeding P500,000; and (c) principal office and
business operation located in the countryside.

RA No. 6810 grants to all CBBEs registered under such ilaw an
exemption from all national and local taxes, license and building permit fee,
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and other business taxes except real property and capital gains taxes,
import duties and other taxes on imported articles. The law further allows
all income, receipts and proceeds accruing from the business operations of
CBBEs to be excluded from the gross income computed for the purpose of
the individual income tax of the owner or member. These benefits are given
fora period of five years from the date of registration of the CBBEprovided
that it register within five years from the effectivity of the Act.

As of 1990, however, there were already indications that Kalakalan 20
might fail. One, guidelines drafted by the Department of Trade and
Industry contain many unclear provisions. For example, it is not clear
whether registered firms were exempted from the minimum wage law.
Two, those that were in the underground economy did not find any
advantages in the program at all. After all, they neither paid any taxes nor
dealt with any government agency. Three, firms knew that all incentives
will be withdrawn after five years from the date of registration.

MONETARY, BANKING AND CREDIT POLICIES

Ideahy, the effects of monetary policy on the local economy should be
location-free. That is, the effects should be felt uniformly in all areas or
regions of the country. Otherwise, the effectiveness of monetary instruments
will be weakened. However, whenever other macroeconomic policies, such
as trade, industrial and fiscal policies have differential impacts across
regions, monetary policies could reinforce such bias. After all, it cannot be
denied that monetarypolicieshavea directbearingon regional development,
Credit allocation pattern to policy-preferred areas is an example. This,
however, strongly assumes that funds are not fungible. This assumption,
which was used as one of the bases of selective credit controls applied by
several governments in LDCs, has not gone unchallenged (Lamberte and
Lim 1987).

The low interest rate policy pursued by the government from 1950 to
1980 supported the inward-looking industrialization strategy of the coun-
try. Its capital-cheapening effect partly tend to establish capital-intensive,
import-substituting industries that mostly located themselves in the NCR,
where government basic services and infrastructure as well as economic
activities were concentrated.

Despite the low interest policy, banking remained a profitable busi-
ness concern because of the wide margin between rediscounting and
lending rates, and between deposit and lending rates which were then set
administratively by the Central Bank.Thus, the number of commercial and
thrift banks grew rapidly up until the late 1960s when the Central Bank
placed a moratorium on the establishment of new commercial and thrift
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banks. Understandably, most of these banks located themselves in the
NCR. Itis in this sense that monetary and banking policies helped produce
and magnify regional imbalances in favor of the NCR.

Thisbias was not left unnoticed by policymakers. Measures were then
taken to redress the negative impact of monetary and banking policies and
other macroeconomic policies on the development of regions other than the
NCR. But these measures hardly produced any positive results insofar as
increasing the flow of funds toward the regions is concerned since .trade,
industrial and fiscal policies continue to remain in favor of the NCR.

In the early 1950s, the government established the rural banking
system to counteract the urban bias of private commercial banks.4Rural
banks were meant tobe small, uni t banks catering only to small farmers and
non-farm entrepreneurs in rural areas. To encourage potential investors to
engage in rural banking, the government provided rural banks wi|h sub-
stantial subsidies including tax exemptions, cheap equity funds from the
government thatearned only two percent per annum, reserve requirement
ratio on deposit liabilities that was lower than those on commercial:banks,
and rediscounting rates lower than those of other bank types. Moreover,
the law gave rural banks some monopolistic power by allowing only one
rural bank to be established per town.

Concerned about the concentration of funds in the NCR and the
meager funds flowing into the rural sector in general, and into the agricul-
tural sector in particular, the government created several Special credit
programs. The scheme was intended to redirect resources to the rural sector.
Many government non-financial and financial agencies, including the
Central Bank, were involved in the implementation of these programs.
Some programs were funded by donor countries and multilateral agencies
with rural banks and government banks tapped.as the major con_luits of
such funds.

Since the gross margins realized by rural banks in these fum s were
very attractive, the banks later became comfortable acting as conduits of
such funds instead of mobilizing deposits. The repayment rates c_! these
special credit programs were very low, which eventually caus( :l their
funds to dry up. Consequently, rural banks that heavily dependec on the
funds from special credit programs met financial difficulties.

The establishment of rural banks and the creation of severs special
credit programs were thus complemented by other measures desi aed to
improve the flow of funds. Starting 1972, the Central Bank encouraged
banks to open upbranches inremote areas of the country by requiring every
new branch to purchase low-yielding, special five-year governmen_ securi-

36



GovernmentPolicieson RegionalDevelopment

ties, the minimum amount of which depended on the banking density of the
area where the branch was located. The schedule was as follows:

a) Service Area I

(Heavily overbranched areas) P 20M

b) Service Area II
(Overbranched areas) P 25M

c) Service Area III
(Ideally branched areas) P IOM

d) Service Area IV
(Underbranched areas) P0.5M

e) Service Area V
(Encouraged)

The policy, in effect, raised the cost of opening more branches in the
NCR, which was by then classified as a heavily overbranched area. How-
ever, available evidence suggests that this policy was ineffective. In
particular, the number of offices in the NCR increased by 41 percent (from
756 in 1978 to 1,069 in 1985) whereas the number of offices in the 12other
regions grew by 18 percent only (from 2,132 in 1978 to 2,525 in 1985). The
profitability of a banking office in the NCR, therefore, could have been
several times higher than thatof a banking office outside the region judging
from these banks' willingness to shoulder higher entry costs.

The deposit retention scheme was another complementary measure.
This regulation required all branches and extension offices of commercial
banks and thriftbanks operating outside the NCR to allot at least 75 percent
of the total deposits generated in a particular region or service area for
investment in the same area. This was designed to stop usual bank practice
of la'ansferring funds from regional branches to the NCR. This was,
however, also ineffective since banks were able to circumvent the regula-
tion by booking loan accounts in their branches located outside the NCR.
To date, no bank was ever penalized for violating this particular regulation.

A third complementary measure was the agriculturalloan quotascheme
in which all banking institutions were mandated to set aside 25 percent of
their net incremental loanable funds for agricultural lending, ten percent of
which was to be lent to agrarian reform beneficiaries and 15 percent alloted
for general agricultural lending. This scheme had minimal impact on the
flow of credit to the agricultural sector. Most NCR-based banks that did not
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have the capability to lend to the agricultural sector complied with the
requirement by buying eligible government securities (TBAC 1985).

Ironically, while the national government exerted efforts to increase
the flow of funds to regions outside the NCR, its hank (namely, the
Development Bank of the Philippines [DBP]) continued its lending policy,
thus possibly contributing to the disparities in levels of economic develop-
ment across regions. This is reflected in Table 10.

Although the number of loans approved from January 1947 to De-
cember 1980 were more or less fairly distributed across regions, the distri-
bution in the amount of loans was highly skewed in favor of the NCIL The
adjacent regions (Regions IIIand W) also obtained alarger share of the total
amount of loans approved for the same period. Together, the three regions
received 55 percent of the total amount of loans approved during the
period.

By 1980, the government begun the process of financial liberalization
by deregulating interest rates and reducing the functional differentiation
among various hank categories. The steps taken were meant to minimize
the fragmentation of the financial markets.

Today, the branching policy is more liberal than in the padt. The
required investment in government securities for purposes of establishing
branches and other banking offices was eliminated in 1988, thus, aignifi-
cantly reducing the cost of expanding banking services in rural =areas.
However, it may take some time before the effects of this policy can be felt.

The deposit retention scheme has also been liberali_,,eclsince 1988.
Although the 75 percent retention scheme is still enforced, regional group-
ings was reduced from 12to three; namely, Luzon, Visayas, and Mindanao.
Thrift and rural banks can expand their branches to a wider area and do
funds transfer operations without being hampered by restrictions. I

Starting November 1985, the Central Bankhas used its rediscotmting
window for stabilization purposes rather than for allocation of cr__it to
priority sectors. The rediscounting ratehas been made uniform and _/igned
with the market rate. This, in effect, ended the Central Bank's selective
credit control, which it has used to direct the flow of credit to region! other
than the NCR. All special creditprograms managed by the Central B_nkare
now being charged at market rate, except in the case of the In, Jstrial
Guarantee Loan Fund (IGLF).

Under the IGLF program, borrowers located in the countr3t's un-
derdeveloped areas are charged a rate that is two percentage points_elow
the market rate. The lower rate is based on the assumption that borrowers

in depressed areas usually incur higher transactions cost in accessing the
IGLFfacility due to distance, and poor infrastructure and transportation
facilities. The IGLFencourages banks to follow the policy by differentiating
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TaUe 10

GEOGRAPHICALDISTRIBUTIONOF ALLLOANSAPPROVED,DBP
J.i_IU.iU=IY2,lS17TODECEMBER31,1980

(in_usandpesos)

TOTAL
REGION NO. AMOUNT

NCR 38,053 ( 7.32%)" 8,012,795 (3031%)*
I 27,796 ( 5.35 ) 1,752,415 ( 6.63 )
II 41,959 (8.07) 1,127,854 ( 4.27 )
III 63,603 (12.18) 2,79.1,412 (1056)
IV 48,928 ( 9.41 ) 3,684,638 (13.94)
V 32,915 ( 623 ) 900,931 (3.41)
Vl 62,506 (12.03) 1,574,549 (5.96)
VII 27,906 ( 5.37 ) 1,076,318 ( 4.07 )
VIII 24,278 ( 4.67 ) 428,661 ( 1.62 )
IX 31,274 ( 6.02 ) 567,130 ( 2.15 )
X 44,025 ( 8.47 ) 2,212,647 ( 8.37 )
Xl 26,895 ( 5.17 ) 957,627 ( 3.62 )

XU 49,948 (9.61) 1,348,089 (5.10)

GRANDTOTAL 520,086 100.00% 26,435,066 100.00°/o

* F_lUresin10arenlllesisarepercenttototal.

Source:OevelopmettBankofI_ePhilippinesAnnualReport1980.
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its lending rate to banks located in various regions of the country (see Table
11). This is the only lending program that has an explicit regional dimen-
sion.

The Department of Agriculture, meanwhile, manages 46 lending
programs. Of these, 20 have been consolidated to form the new guarantee
program called Comprehensive Agricultural Loan Fund (CALF). Most of
the CALF-supported lending programs carry the market rate. Other
lending programs managed by various government agencies and intended
for beneficiaries in rural areas have been maintained. New ones have also

been created. But most of the existing programs carry the market rates. This
is in line with the Aquino government's general policy of avoiding interest
rate subsidies.

While it will be worthwhile to ascertain whether some programs have
a bias toward certain regions of the country (i.e., programs that allocate a
significant proportion of their resources to these regions and less to other
regions) or not, it is still difficult to do so because few credit programs
report the distribution of the loans by region. Thus, the proceeding
discussion narrows down its focus to three such credit programs, Starting
with the latest.

The Tulong sa Tao, Self-Employment Loan Assistance (TST- SELA) plogram
o f the Department of Trode and Industry was i ntroduced in 1987. Ol:_erating
through NGOs which act as conduits for credit to small borrowers for
microenterprises and livelihood projects, the program has so far l_nt out

P68 million to 173 NGOs. With additional US$8 million support fror0 ADB,
it was able to lend an additional P35 million to 47 NGOs as of October 1989.

Table 12 shows that the amount of loans was fairly distributed across
regions of the country. The highest share was obtained by Region iI; the
lowest, by Region IX. Note that the latter had the second lowestunder-
employment rate as of i988.

The Guarantee Fund for Small and Medium Enterprises (GFSME_ began
its actual operations only in 1984, with agriculture as its exclusive _arket
area. Table 13 shows the distribution of GFSME's approved accolmts by
region as of 1985 and 1988. The amounts are on a cumulative basis as of the
dates indicated. !

In 1985, loan accounts were highly concentrated in the N_:R and
Regions III, IV, and VI. By 1988, the great concentration of loan a_counts
was narrowed only to three regions: Region III, IV and VI. Region VI!s share

increased substantially between 1985 and 1986 with most of these loans
alloted for fish and prawn farming. Apparently, the amount was meant to
support sugar farmers who shifted to fish and prawn farming. NOte that

Regions III and IV, which had been favored by DBP's industrial lending
program, were also highly favored by GFSME s agricultural lending
programs.
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Tal_e11
•INTERESTRATESONIGIJFAVAILMENTSOF

PARTICIPATINGRNANClAL_ONS
(Forthepedod23JanuaryIo30June1989)

INTERESTRATE
LOCATIONOFPROJECT PERANNUM(%)

FIXEDVARIABLE

NationalCapitalRegion 14.1 12.1
RegionI 12.1 10.1

RegionIt 12.1 10.1

CordilleraAutonomousRegion(CAR) 11.1 9.1

RegionIII 14.1 12.1

RegionIV (exceptQuezon,Aurora,Romblon,
Madnduque,Palawan,andMindoro) 14.1 12.1

RegionV 11.1 9.1

RegionVI (exceptAntique,AklanandCapiz) 13.1 11.1

RegionVII (exceptBohol,NegrosOrientalandSiqu[ior) 14.1 12.1
RegionVIII 11.1 9.1
RegionIX 11.1 9.1

RegionX (exceptCamiguin) 13.1 11.1
RegionXI 13.1 11,1

RegionXII 12.1 10.1
Quezon,Palawan,CapizandAldan 12.1 10.1

Bohol,Antique,Siquijor,Mindoro,Aurora,
Romblon,Madnduque,andCamiguin 11.1 9.1

NegrosOriental 13.1 11.1

Source;C6Cirr,ularNo.S9-01(January19SS).
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Table12
TST-SEI.A/NGO.MCPAPPROVALSBYREGION

(_of O=ober23,1989)

TST-SELA NO.OF NO.OF NGO-MCP NO.OF NO.OF
REGION AMOUNT BENEFICIARIESNGOs AMOUNTBENEFICIARIESNGOs

I 7,075,000 283 17
CAR 7,216,000 289 21

II 13,333,000 533 16

III 3,125,000 125 11 9,050,000 362 9

IV 5,666,000 227 14

V 2,5?0,000 103 12 1,625,000 65 6

VI 2,685,000 107 9

VII 4,10!,000 164 12 5,412,000 216 7

VIII 2,255,000 90 6 5,780,000 231 8

IX 1,700,000 68 12

X 3,540,000 142 8 6,719,000 269 8

Xl 3,302,000 132 12 6,350,000 254 9

XII 4,188,000 168 12
NCR 4,970,000 199 11

TOTAL 65,726,000 2,630 173 •34,936,000 1,397 44

N=e:CAR=CordilleraAutonomousFleg_.
Source:BureauofSmallScaleindusld_OemrlmentotTrldeandin_=_/,
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Table13
GI:$MEAPPROVEDA_ BYREGION

U=usadpe=s)

ASOFDECEMBER1985 ASOFDECEMBER1988
REGION NO. AMOUNT NO. AMOUNT

NCR 2 ( 7.69%)*15,500,000(21.36%)* 7 ( 3.87%)*13,178,000( 4.81%)*
I 2 ( 7.89) 2,900,000(4.00) 8 (4.42) 14,825,000(534)
, o -o- o -o- o -o- o .o.
III 8 (30.77) 19,750,000(27.22) 27 (14.92) 40,977,500(14.96)

IV 5(19.23) 8,293,000(11.43) 53 (29.28) 64,939,000(23.71)

V 1 ( 3.85) 2,500,000( 3.45) 1 ( 0.55) 500,000( 0.18)

VI 5 (19.23) 15,369,000(21.18) 68 (37.57) 168,533,168(39.88)

VII 2 (7.69) 6,750,000(930) 7 (3.87) 11,250,000(4.11)
VIII 0 -0- 0 -0- 0 -0- 0 -0-

IX 0 -0- 0 -0- 1 (0.55) 3,380,000'(1.23)

X 0 o0- 0 -0- 3 (1.68) 2,850,000(1.04)

XI 1 (3.85) 1,500,000(2.07) 6 (331) 13,645,000(4.98)
Xll 0 -0- 0 -0- 0 -0- 0 -0-

TOTAL 26100.00% 72,.562,000100.00° 181 100.00%273,858,668100.00%

(o)=r_gFSUE-eppmv_====mt_ _ _m _ r,=_proM.
" Fklu_inpm_m m I=_mt_ =,_.

Sourw: 11teGuwm_ Fu_lf='SmollandMediumEntmlmSm(l.bto#_Nlm_l/_oum pwRqion).
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Loan Fund (IGLF), established in 1952, i_ the

i

The Industrial Guarantee

oldestamong thethreelendingprogramsreviewedinthissection.Table14,
whichgivesthedistributionofIGLFloanreleasesbyregionfortheyears
1980,1985,and1988,showsthattheprogramhighlyfavoredtheNCRboth
intermsof thenumber and volume ofloans.Thisbiashasremained
throughouttheperiodofanalysis.TheNCR'sshareinthetotalamoUntof
loans.furtherincreasedin1988.Incontrast,thepoorerregions(intermsof
percapitaincome),i.e.,RegionsVIII,V,II,I,and IX,receivedpractically
none from the program. Thus, the program's interest rate subsidy to poorer
regions would be rendered useless if no changes in the pattern of distribution
of loans were made.

SPECIAL PROJECTS AND PROGRAMS

• This section briefly reviews the government's National Indui_trial
Estate Program (NIEP) and assesses its impact on regional develop_ nent
and industrial dispersal. The analysis covers only one industrial estat_ (IE),
thePhividec Industrial Estate-Misamis Oriental (PIE-MO);and foure: port
processing zones (EPZs), namely, the Bataan Export Processing _one
(BEPZ), Mactan Export Processing Zone (MEPZ), Baguio City E: _ort
Processing Zone (BCEPZ), Cavite Export Processing Zone (CEPZ). '.

The Industrial Estates Program was one of the mechanisrr_ that
promoted regional development through industrial dispersal. It started in
1969 with the creation of the Foreign Trade Zone Authority (RA 5490),
which subsequently became the Export Processing Zone Authority (I_ZA
- PD 66) in 1972. Its objective was to redirect the forces of urhar_ and

industrial concentration away from the NCR and toward other regions of
the country. To achieve the program's objective, industrial sites _ere
identified and constructed with basic infrastructure to serve asan alternhtive
plant site for firms. Table 15 shows some basic facts about the existing
Export Processing Zones/Industrial Estates (EPZs/IEs).

The IE/EPZ is an improvement over the BOIincentives for disl_ersal
because the former provides basic infrastructure and related services_uch
as technical advice within the industrial estate. Itshould be noted that i_ the
late 1960s, EPZsand IEs mushroomed in developing countries, and rea_:hed
their height by 1985. By then, 96 zones were established in 35 cou_tries
(Louis Berger International 1986).

In the Philippines; a firm located inside an EPZ/IE enjoys a range of
tariff and tax exemptions, income tax deductions, waivers on local taxes
and simplified export procedures quite similar to incentives granted to
BOI-registered firms (Appendix A). Thus, the effec_ on the internalrate
of return as well as the factor intensity on these'firms do not differ
substantially from those on BOI-registered firms.

4



"l'able14
IGLFLOANRl:lJ:II,SESBYREGION

(inU'_n:lpesos)

1980 1985 1988

REGION NO. AMOUNT NO. AMOUNT NO. AMOUNT

NCR 77(45.29%)' 1,360,000.00(55.64%)* 179(44.75%)* 2,211,030.00(51.09%)* 372 (64.47%)"1,071,227 (71.09%)*
l 2( 1.18 ) 13,793.10 ( 0.,56 ) 7( 1.75 ) 57,24130 ( 1.32 ) 6(1.04) 9,950 ( 0.66 )
II -( 0.00 ) ( 0.00 ) 15( 3.75 ) 195,!72.00 (4.51) 2(035) 5,500 ( 036 )
III 9( 5.29 ) 123,448.20( 5.05 ) 107 (26.75) 1,182,06000 (2731) 67 (11.61) 130,190 ( 8.64 )
IV 2( 1.18 ) 256,551.70(1050) 14( 350 ) 137,931.00(3.19) 42(7.28) 88,130 ( 5.85 )
V 4 ( 235 ) 31,724.13 ( 130 ) 5( 125 ) 19,31030 (0.45) 3(0.52) 3,205 ( 0.21 ) ¢_
VI 24 (14.12) 188,965.50( 7.73 ) 28( 7.00 ) 154,482.00(3.57) 11(1.91) 18,850 ( 1.25 )
VII 18 (10.59) 346,206.80(14.16) 20( 5.00 ) 171,034.00(3.95) 38 (_6.59) 82,880 ( 550 )
VIII

- (0.00) ( 0.00 ) 5( 125 ) 47,586.20(1.10) (090) ( 0.00 ) _
_x - ( o_o) ( o.oo) - ( o_o) (o.oo) . (o_o) ( o.oo) ._
X 7( 4.12 ) 71,034.48 (2.91) 14( 3.50 ) 'H3,793.(X) (2.63) 23(3.99) 52,645 ( 3.49 ) _.
Xl 6( 353 ) 47,586.20 (1.95) 5( 125 ) 37,93190 (0.88) 9(1.56) 28,029 ( 1.86 )
XII 1 ( 0.59 ) 4,82750 (0.20) 1 ( 0.25 ) (0.00) 3(0.52) 16,100 ( 1.07 )

CAR 0(0.00 ) 0.00 (0.00) 0(0.00 ) 0 (0.00) 1(0.17) 200 ( 0.01 ) jo_

li_TOTAL 170 100.00% 2,444,137.70100.(X)% 400100.00% 4,327,570.60 100.00% 577100.00% 1,506,906 100.00%

(-)=rmneornegligible _:_
(0)=nodmmileble f• F_umsinporerdhesisareporoenttoIotaL

,_ Source:lrdus_alGuaranleeendLoenFund.



• , Table15 !

o_ PRORLEOF PHIUPPINEINDUSTRIALESTATES

TOTALkro.TOTALNO.
OFMFG. OFMFG. ,,.,,1"

TOTALPUBLIC FIRMSIN WORKERS _.AREA(HECTARE)
YEAROF _F_ST"I'.(P0_) OPERATION(AVERAGE _'>,

OPERATION INDUSTRIALESTATES LOCATIONTOTALDEVELOPED"OCCUPIED (1972=100) (Dec.1986) FOR1986)
,..=

EXPORTPROCESSINGZONEAUTHORITY ._
1972 BataanExportProcessingZone iVlad_res, 1,600 172 90 160,701 32 15,794

1979 Mac'tanExportProcessingZone Mactan, 119 35 10 11,327 7 3,458 pj
Cebu

1980 BaguioCityExportProcessingZone BacjuioCity, 66 16 13 13,469 10 3,522
Benguet ,=r_

1982 CaviteExportProcessingZone Rosario, 275 40 0 5,930 1 82
C,av_e

PHIVE)ECIndusldal
1974 PHIVIDECIndusl_lEstate-MO Tagoloan, 3,000 273 258 nda 7 1,443

Mis.Or.

• Devebped = relxesents.NetDevebpedkzdustdaJArea,Le.,Iheaggregalearead.es_gnatedforindusbialusee_cludingroadrightofway,openspaces,e¢. atfu_developmenL

Source:AnnualRepoflof.Na_onwkleIndur:,_Es_ie Program,1984,1986,1987.
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The impact of EPZs/IEs on the regional economy may be assessed
based on its employment contribution and extent of backward linkages.
The employment contribution of IEs/EPZs to the regional labor market has
been meager (Table 16). Even assuming that the workers hired by the
EPZs/IEs were previously unemployed, labor absorption was in no
instance more than 1.5 percent of the regional labor force. The figure could
even be lesser for workers who were previously employed. In the absence
of more detailed information, however, it can be argued that some of the
workers were either previously employed and had merely shifted jobs, or
were migrants from other regions.

The extent of forward linkages offered by EPZs/IEs is almost nil
because most firms produce finished products, except fabricated metal
products and transport equipment. Moreover, forward linkages are re-
duced because the government require firms to export a certain proportion
of their output before they could avail of the incentives.

Backward linkages remain to be the least of the reasons for these firms'
concerns. A cursory look at the sectoral breakdown of firms inside the five
EPZs/IEs shows that only paper and paper products, rubber products and
wood have some backward linkages, though not necessarily in the regional
economy (see Table 17).

Wearing apparel can provide extensive backward linkages for the
textile, polyester fiber and spinning industries and local talent for design.
Yet, this has not been the case, since the textile and downstream industries

are heavily protected (Mercado 1986). By using inputs from heavily pro-
tected industries, a firm unnecessarily increases its cost and loses some of
its competitive edge in the world market. Most of these firms are then
compelled to import materials of better quality at full tariff and tax ex-
emptions tobe competitive. One encouraging note, though, is that wearing
apparel is labor-intensiVe and relies heavily on sub-contracts.

Wood products (furnitures), footwear, paper and rubber products
offer relatively more prospects for backward linkages. Yet, the backward
linkages in wood to lumber industry; footwear to leather tannery; paper to
pulp industry (short fibers only); and rubber products to rubber tree
plantation involved only 10 out of 60 firms in 1985, and five out of 57 firms
in 1986.

Plastic products, basic iron and steel and electrical machinery are
import-substituting industries and relatively import-dependent. The back-
ward linkage offered by plastic products is in the use of polyvinylchloride
(PVC), which has only two manufacturers in the Philippines. Other types
of resin used are all imported.

The backward linkage offered by basic iron and steel is in iron ore
mining; there areno local capabilities for pig iron. Their forward linkages,
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•= Table16Oo
EMPLOYMENTCONTRIBUTIONOF INDUSTRIALESTATES/EXPORTPROCESSINGZONES

1961- 1986

1981 1982 1983 1984 1985 1986

1. BEPZ(1tl)
Employment(N) 20,350 18,659 19,871. 22,866 15,426 15,794 o_
labor Force(-I_F) 1,693_-_]8" 1,651,010 1,771,C05 1'853,478 1,923,825 2,016,492
(N)1(LF) 1.2 1.1 1.1 12 0.8 0.8

2. MEPZ(VII)
Empk)yment(N) 1,211 1,778 2,088 3,765 3,243 3,458
t.aLxxForce(LF) 1,,545,720 1,533,896 1,715,868 1,747,041 1,745,421 1,787,030 z_
(N)/(LF) 0.1 0.1 0.1 0.2 0.2 0.2 _>

3. BCEPZ.(I) i
Employment(N) 753 1,175 1,571 2,551 3,270 3,522
LaborForce(LF) 1227,975 1,299,200 1,408,176 1,406,196 1,344,816 1,456,728
(N)f(LF) 0.1 0.1 0.1 0.2 0.2 0.2

4.CEPZ (IV)

Employment(N) 0 0 0 0 0 82
LaborForce(LF) 2,347,455 2,220,778 2,20I,100 1,896,020 2,679,336 2,787,488
(N)I(LF) 0.0 • 0.0 0.0 0.0 0.0 0.0

5. PIE-MO(X) -.

Employment(N) 2,173 1,720 1,807 1,425 1,388 1,443
LaborForce(LF) 1,140,412 1,056,330 1,303,568 1,320,926 1,311,252 1,318,876

I

Source:Ph//Cp/neSta_s_tYem_,t988, page_14.
AnnualReportofNIEP.



TaUe17
SECTOR/d.DISTRIBUTIONOFRRMS

INTHEINDUSTRIALESTATES
(NumberofRm Opa'at_

1985 1986

BEPZ(P,eg_ i,)
Tex_es 2 2
Weadngapparel 13 13
Footwear 1 1
Paperandpaperproducts 1 1
Ruinerproducts 1 1
Ptas_products 2 2
Becldcalmachinery 6 5
Transpo__ 2 I
OlherequCme_&insb'uments 2 1
Olhem 5 5

Sub-Total 35 32

MEPZ(RegionVII)
Food 0 1
Weadngapparel 2 3
Woodand_od &corkproducts 0 1
Electricalmad/nery 1 1
Oh'letequipment&insblJmeflts 1 1

Sub-Total 4 7

BCEPZ(RegionI)
Texldes I I
wea_ appare_ 3 3
Footwear 1 0
Ras_cproducts 2 2
Fabricatedmetalproducts 1 0

mac_efy 3 3
Olhem 1 1

Sub-Total 12 11

CEPZ(RegionIV)
Weadngapparel 1 2

Sub-Total 1 2

Source:AnnualReportd Nalk_ IndustrialEstaleProgram1984,1986,1987,
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Tal_ 17(co_nueo')

1985 1986

PIE-MO(RegionX)
Food 0 2
Woodandwood&corkjxoducts 5 2
Paper&paperproducts 1 1
Indus_ialchemicals 0 0
Oll_rchemk_dproducts 1 0
Iron& steelbasicindus_ies 2 2

Sub-To_ 9 7

ALL
Food 0 3
Texliles 3 3
Wea_ngapparel 18 20
Footwear 2 1
Woodandwood&corkproducls 5 3
PaperandpaperIXOdUCtS 2 2
Olherchemicalproducts I 0
_r In)ducts I 1
Pc pmduc 4 4
iron& steelba_ kldusl_ 2 2
Fablcatedmetalproducts 1 0
Electricalma_nen/ 10 9
Transportequipment 2 1
Olherequipment&insb'uments 3 2
Others 6 6

TOTAL 60 57

Soume:Annual.ReportofNationwideIndusb'iaJEstateProgram1984,1986,1987.
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Table18
LOCALPURCHASES
(_cons_1972I_Ces)

IE 1981 1982 1983 1984 1985 1986

BF.PZ(RegionIII) 4_35_6 6,409.40 5,460.79 4,15736 5,756.13
MEPZ(RegionVII) 27.91 142.14 379.16 138.22 60055
BCEPZ(RegionI) 430.91 972.45 1,41033 1,9_.17
CEPZ(RegionIV) 0.00
PfE-MO(RegionX) 62424

TOTAL 6,982.45 6,812.39 5,705.91 2,562.97

RATIOOFLOCALPURCHASESTOINDUSTRIALGROSSREGIONALDOMESTICPRODUCT _,

IE 1981 1982 1983 1984 1985 1986 :

BEPZ(Regionill) 0.0015 0.0020 ,0.0019 0.0016 0,0023
MEPZ(RegionVll) - ,0.0001 0.0002 ,0.0001 0.0003 __
BCEPZ(RegionI) 0.0001 0.0002 0.0003 0.(XX)4 i__
CEPZ(RegionrV) 0_00 0.0000 0.0000 0.0000 0.0000
P[E-MO(RegionX) 0.0006

TOTAL 0.0000 0.0005 0.0006 0.0005 0.0002
¢n

-_ Note:(-), noavailable
Souroe:_nuzd_ ofNationwideIndustm]Era.reProgremlg84,19e6,1987.
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on the other hand, are extensive. Unfortunately, the iron and steel industry
is also heavily protected under the existing trade regime.

Table 18 shows the value of local purchases and the ratio of local
purchases to industrial gross regional domestic product. Clearly, the con-
tribution of the different EPZs/IEs was never over three percent.

The EPZs/IEs have notbeen very successful either in dispersing firms.
Table 15confirms that EPZs/IEs have fallen short of theirgoal. Inasaessing
dispersalin an area, a rule of thumb is to look at the total land area of the
EPZs/IEs against the developed industrial area and the occupied area. In
the table, developed areas constituted around 10 to 30 percent only of the
total area in 1986. This can indicate too much optimism inplanning or an
inability to attract the projected number of firms.

The Mactan Export Processing Zone is perhaps one exceptiOn. The
latest available information indicate thatalmost all of the 119hectarqs in the
zone arealready occupied.i° The overall incentive package, such as h_wland
lease/sale rates, cheap utilities, low wages (Appendix A for more details)
increases a firm's profitability by an average of seven percent. T ds is in
contrast to the case of the NCR. Apparently, the package was not en _ugh to
compensate for the locational advantage of the NCR (Louis Berger ]ntema-
tional 1986).

Overall, it can be conclude_i that the industrial estate program,s effect
on industrial dispersal has been ineffective, despite the provision _f basic
infrastructure. The sufficient conditions to effect dispersal are mo_e com-
plex to identify and difficult to influence.

In 1987, the NIEP was abolished. Although there was no conscious
effort to ensure its continuity, the old concept resurfaced with a new
strategy and name: the Department of Trade and Industry's program on
Regional Industrial Centers (RIGs). These RICsare included in the MTPIP
1988-1992. Their objectives are: (a) to provide sufficient and balanced
infrastructure necessary in bringing investment in at least one _rea per
region; and (b) to serve as an instrument for rural developmen! and to
distribute the gains across regions. It is also obvious that the RIC_rogram
has industrial dispersal and regional development objectives quite similar
to that of the NIEP.

The RICprogram calls for the identification and development_of areas
into alternative industrial centers by decentralizing and beefing-up trade-
and industry-related services and facilities;improvinginfrastructurel utilities
and credit delivery system; and adopting a more competitive and rational

_0 See Part II for a related discussion on this.
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pricing of transport and utilities to overcome the locational advantage of
the NCR. The criteria for the selection of RIC,s are:

1. Market size to include exports;
2. Availability of labor;
3. Manufacturing base;
4. Business services;
5. Social amenities;
6. Infrastructure and utilities;

a. Port

b. Airport
c. Power
d. Telecommunications

7. Other considerations
a. Availability of raw materials.
b. Peace and order situation.
c. Availability of prime industrial land.
d. Road system.
e. Water System.
f. Role as trade or shipping center.
g. Internodai linkages.
h. Distinct comparative advantage (unique characteristics and

internal conditions of a city/municipality).
i. Proximity to market.
J" Proximity to other ports and facilities.
k. Business dynamism of the province.

These criteria include all factors that can induce firms to locate in a

certain area. But the areas where government policy has a strong influence
are in items 6 and 7 d,e, i, and j.

Below are the areas identified as RICs:

Region I - San Fernando, La Union
CAR Baguio EPZ
Region II .- Cauayan, Isabela
Region Ill - Bataan EPZ

•Region IV - Cavite EPZ/Batangas
Region V - Legaspi City
Region VI - Pavia, Iloilo
Region VII - Mactan EPZ

•Region VIII - Tacloban City
Region IX - Zamboanga City
Region X - PHIVIDEC, Misamis Oriental
Region XI - Davao City/General Santos City
Region XII - lligan City/Parang, Maguindanao

$,1
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Table 19 presents the profile of nine new RICs.11Perhaps alter ac-
knowledging the weak results of the two industrial dispersal incentive
programs, the government now incorporated the on-site and off-site
costs important infrastructure considerations in firms' locational deCi-
sions--in the new program.

In the new program, the implementation of the off-site infrastructure
is a priority Over work on the onsite. It also calls for the development of
some 657 hectares of new industrial land in nine regions of the country.
This requires funds for the P4,580.71 million off-site infrastructure co_.

• Seventy-four (74) percent of the off-site project components are already
programmed--i.e., either there is an ongoing activity or specific activities
had been programmed for implementation in 1990--with Regions VI and
Ihaving the highest (93 percent) and lowest allotment (38 percent) f_m the
program funds, respectively.

Region VI had the highest percentage of programmed off-site infra-
structure projects because Pavia, Iloilo is one of the Special Devel0_ment
Programs (SDPs) of the Coordinating Council of the Philippine As_stance
Program (CCPAP). All off-site infrastructures will be fully operational in
1995.

On-site infrastructures are still in the pre-investment stud_ stage.
Some of the RICs arebeing promoted to foreign government, multitmtion-
als and other private developers. There are at present five EPZsin operation
while four of the RICs (i.e., Batangas, General Santos City, PHIVIDEC,
along with the Cagayan-Iligan Corridor, and Pavia in Iloilo) are part of the
SDPs.12The RICsare expected to attract263 firms and generate 43,211 jobs.

Recent experiences on industrial estates suggests some caution in
promoting the RICprogram. With so much unoccupied space atthe odsting
EPZs/IEs, off-site infrastructure should at least be provided to the ekisting
industrial centers toimprove the latter'sattractiveness. On-site infrastlucture
projects should wait until there is ademand formore industrial spac__based
on factors such asthe rising occupancy rate in the existing industrial ¢_nters.
The experiences with the Mactan ExpOrt Processing Zone is one _se in
point. The other regions, of course, offer a different attractionbased i n their
respective resources and climate. Beyond that, regional compara_ ve ad-
vantage is man-made.

r

u ThefourEPZsareactuallypartOfthisprogrambutareexdudedfromthis_on.

12Theseprojectsare_ inChapterVI.



Table19
PRORLEOF REGIONALINDUSTRIALCENTERS

I II V Vt VIII IX XI-D XI-GS Xll-I XII-P TOTAL

A. Area(ha) 100 100 100 80 40 40 52 400 105 40 105,7
B. Off.-sitecost_

Total 220.15 31.63 15432 275.46 479.57 _65.89 2264.95 1384.95 446.81 441.93 5965.66

%Programmed 38 62 58 93 66 88 79 1 92 43 74
%Unp_ogr'dnmed 62 38 42 7 34 12 21 99 8 57 26

C. On-sitecost 243 126 161 213 58 149 408 236 293 81 1968
D. Dislancesfrom

(inkm) P,
CBD 4 2 5 9.6 15 13 14 4 5 20 _,
Airport 5 10 9 7.5 20 12 6 8 15 20
Seapod 7 140 5 14 14 15 5 adjacent

Highway 2 along 3.5 along 10alongadjacent along 0.1
h_ghway highway highway _g_ay

F. Targets _
No.offirms 60 40 40 80 24 19 263 _=

Employment 150007092 30091149648671747 43211 lo_=
No.ofyearsto

Note: All costaremmillio_pesos.
XI-D rden5toDwm Ci_/;XII-Ito ligenCity;XII-PtoPeran8, Maguindanao.
TheIoca_nsd _ereste_eexplainedin_ote_.
_D_Is inAnnw6.

,_r_: De[_mm_ Tmo_and_us_.



AN OVERVIEW
OF REGIONALDEVELOPMENT

! S ] ince the effort to address the issue of regional development
dates back to the late sixties, how have the regions fared

........ today? Was the economic dominance of the National Capital
Region (NCR) reduced in favor of other less prosperous regions? Are the
rest of the regions catching up?

To answer these questions, this study analyzes regional datacovering
the years 1975, 1980, 1985 and 1988. 1975 is chosen as the benchmark year
for two reasons: one, regional statistics starting 1975are more reliable; and
two, it is reasonable to presume that the polities and programs for regional
development in the early seventies have not produced substantial impact
by 1975. The s/tuation then reflected the trend during the earlier years.

ECONOMIC DEVELOPMENT

Table 20 shows the indices of per capita Gross Regional Domestic
Product to compare economic development across regions and over time.

The NCR continues todominate all the otherregions with a per capita
product more than twice that of the second more developed region (South-
ern Tagalog) and about six times more than that of the least developed
region (Bicol). The large decline in the NCR's index between 1975-1988
shows that its dominance waned over time. However, this is due to heavy
in-migration rather than to any significant fall in the region's contribution
to national output, as indicated in Tables 21 and 22.

The two tables show the regional shares to national output and net
migration rates, respectively, for the same period. Here, the NCR's share to
national output of 30 percent has almost remained unchanged while net
migration rates were highest in the region throughout the period.
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Table20
INDICESOFPERCAPITA,GROSSREGIONALDOMESTICPRODUCT

1975,1980,1985and1988
(Atconsentp:es)

T
REGION/YEAR 1975 1980 1985 1988

PHILIPPINES 100 100 100 100

I.uzon 118 118 116 116
NCRMetroManila 267 257 234 239
I IlocosRegion 53 51 62 83
II CagayanValley 58 61 57 ,52
III CentralLuzon 83 83 85 82
IV SouthernTagalog 113 109 111 1t2
V BicolRegion 45 47 48 45

i

Visayas 78 78 74 _3
Vl WesternVIsayas 95 87 79 _3

,VII CentralVisayas 84 94 91 _B
VIII EasternVLsayas 44 42 45 42

Mirl_ 78 81 =J8 87
IX WeslemMindanao 53 63 69 86
X NorlhemMbdanao 76 84 92 94
Xl SoulhemMindanao 104 91 102 100

Xll CentralMbdar_o 70 81 62 94

Source:ESSO-NalionalStalisticalCoordina_nBeard.
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Table21
PERCENTSHARES,GROSSREGIONALDOMESTICPFIOOUCT

1975,1960,1mSard 1988
(At=r_ar_p_o=)

REGION/YEAR 1975 1980 1985 1988

PHILIPPINES 100.00 100.00 100.00 100.00

Luzon 64.19 63.75 63,13 63.62
NCRMelxoManila 31.60 31.67 29.67 30.78
I IooosRegion 4.08 3.78 4.46 4.43
, CagayanvaBey z65 2z2 2.64 2_
III _ I.uzon 8.32 8.2B 8.53 8.14
IV SoulhemTagalog 14.03 13.63 14.37 14.67
V BicolRegion 351 3.40 3.47 3.20

_ayas 18.88 17.96 16.84 16.42
Vl WesternVisayas 934 8.17 7.32 6.78
VII CentralVisayas 6.80 7.37 6.99 729

VIII EasternVisayas 2.74 2.42 2.53 234

16,93 18.29 20.03 19.q6
IX WesternMindanao 2.58 3.31 3.63 3.43
X Nor_ Mbdanao 4.20 4,81 :5.36 5.47
Xl SougtemI_ndanao 6,72 6.33 7.14 7.03
Xll CenltalMindanao 3.43 3.63 3.91 3.99

Sooce:_ _ _ Beard.
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Table22
NETINTERNALMGRATIONRATEOFPOPULATION5YEARSOLDANDOVERBYREGION,1970,1975AND1980-1987

percent)

YEAR/REGION NCR I II III tV V Vl VII Vllt IX X XI Xll

1970-1975 1.50 (121)(023) 0.68 0.42 (1.02) (0.41)(1.20)(0.20)(1.17) 1.69 1.12 (0.93)
1975.1980 7.51 (3.42)(3.2) (0.09) 2.97 (4.43)(3.89) (4.11)(6.12)(0.99) 3.39 2.16 1.98
1980-1981 4.53 (121)(0.05)(0.05) 153 (154)(1.77) (1.36)(1.72)(020) 0.79 0.65 0.42

1981-1982 4.53 (122)(0.05)(0.05) 156 (157)(1.79) (137)(1.73) (020) 0.81 0.66 0.42 i_
1982-1983 4.50 (123)(0.05)(0.05) 1.60 (159) (1.80) (137)(1.75)(020) 0.83 0.67 0.44
1983-1984 4.46 (125)(0.05)(0.05) 1.64 (1.61) (1.82) (138)(1.77) (0.20) 0.84 0.68 0.44

1984-1985 4.41 (126) (0.05) (0.05) 1.67 (1.63)(1.83) (13.8)(1.79) (020) 0.86 0.70 0.45
1985-1986 437 (126) (0.05) (0.05) 1.71 (1.65) (1.85} (139)(1.80) (020) 0.87 0.71 0.46
1986-1987 433 (0.75)(1.64)(2.02) 1.98 (1.15)(0.91)(0.57)(0.70) 0.10 1.84 2.00 1.84

Note:NetIntereetMigrationFtate=Thedifferencebetweenthein-migte'_onandoul-migraFJonrates.

So_rce:Nelio_alSta_dcsOffce.



In Luzon, only Region I increased its per capita Gross Regional
Domestic Product and its share to the National Gross Domestic Product. In
Regions IIand HI, both indicators declined. There was hardly any change
in Regions IV and V during the 13-year period.

Region VI's dismal performance highlighted the development of the
rest of the Visayas. The Visayas' index of per capita GRDP dropped
substantially when Region Vl's population decreased due to out-migratiOn

•during the period. The contribution to national output also declined.
Region VI's dependence on the sugar industry contributed to the

Visayas' fate. The collapse of the sugar industry after itsexport demand and
prices plummeted brought a concomitant slump in this region's perform-
ance. Meanwhile, RegionVIII'sdevelopment was moderate, although there
was a notable increase in its per capita GRDP. This was due to out-
migration, too, since its contribution to national GDP increased by only 0.2
percentage points.

Yet, it is Region VII's development which was comparatively en-
couraging. It managed to increase its index of per capita income and its
contribution to national output by 2.5 percentage points during the period.

In Mindanao, all regions except Region XI managed to increase their
per capita GRDP and contribution to national GRDP. The slight decline in
the index of per capita product in Region XI, however, can be attributed
more to in-migration to the region as evidenced by the increase in its share
to national output in 1988as compared to its performance in 1975 (Table 22).

TOdetermine if these wide disparities across regions have significantly
changed over time, the standard deviation of per capita GRDPs for each of
the four-year period was calculated. Also, this study used a one-way
analysis of variance test to determine if the changes were significant or not.

Table 23 shows an increase in the standard deviation during the
period 1975-1980, indicating that the disparities worsened. The variance fell
in 1985 and increased again in 1988.

Some insights at this point can alreadybe gathered from the trend. For
one, the disparities worsened during times when the industrial sector was
performing better than the agricultural sector, as was the case from 1975 to
1980and during the period of industrial recovery (1986-1988). In contrast,
an industrial recession and a relative improvement in the performance of
the agricultural sector characterized the period 1980-1985 (also the time
when regional disparities narrowed). Sincemost regions are predominantly
agricultural, it is therefore reasonable to expect disparities to narrow down
with improvements in agricultural sector performance.

Nevertheless, the F- value obtained for the analysis of variance does
not reject the null hypothesis (i.e., that there is no difference in the observed
changes in the variance of per capita GRDPs during the four periods). One
can only conclude that the changes in the disparity across regions, as
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TaUe23

STANDARDDEVIATIONANDANALYSISOFVARIANCEPERCAPITA,
GRO_ REGIONALDOMESTICRROI_

lg'/S,l__(Jm_;1985and1_

1975 1980 lgl_5 1988

911.4 10082 7552 836J3

l
557873,462 3 185957.821 0.220i

4O53628O3O6 48 8445O5.84O
41094153.769 51

measured by the standard deviation during the periods under stud_,, are
not significant. This implies that the policies and programs to protnote
regional development have eitherbeen ineffective or have yet to take effect,
or both.

Table 24 shows the regional distribution and per capita index of
gross value added (GVA) in manufacturing. In 1975, the NCR accounted
for over half of the country's CVA in manufacturing. The NCR, together
with the adjacent regions of Southern Tagalog and Central Luzon, ac-
counted for almost 80 percent of the manufacturing output. Region VI was
the only other region with a significant manufacturing base in 1975.

Starting 1980, the NCR experienced a decline in its share in manu-
facturing activity while that of Southern Tagalog expanded. This indl :ates
that the spillover of manufacturing activity to the metropolitan peril_hery
started in the eighties and involved Region IVmore than it did Regi0 n III.
The study shows that there was only a slight decline in Region IIrs sh_re to
manufacturing activity during the period. Only Region I experiem ed a
significant increase in manufacturing activity.

In the Visayas, Region VIexperienced aprecipitous decline in its hare
to the manufacturing GVA as aconsequence of the fallof the sugar industry.
The decline was so steep that the overall share of the Visayas .regions
dropped despite the significant increases in manufacturing activity in
Region VII and the modest gain in Region VIII.

6t



Tal_24
PERCENTSHAREANDINDEX,GROSSVALUEADDEDINMANUFACTURING,BYREGION

19"/3,lge0,lg_ and1988
(co.starixes)

t975 1980 1985 1988
REGION/YEAR % INDEX % INDEX % INDEX % INDEX

PHILIPPINES 100.00 100 100.00 100 100.00 100 100,00 100
Luzon 79.78 604 79.28 705 79.73 576 77.15 604

NCFIMelroManila 52.10 441 53,19 432 51.73 407 46.87 364
I IlocosRegion 0.88 11 0.97 13 1.37 19 2.16 31
II CagayanValley 0.49 11 0.48 11 0.35 8 0.39 8
III Cenl_Luzon 8.66 86 8.29 83 8.18 82 8.09 81
IV Sou_mTagalog 17.27 139 15.99 128 17.74 137 19.23 147
v Bico_Region 039 5 0.36 5 0.37 5 0.41 6

;l

Visayas 12.18 208 12.28 256 10.45 t82 9.39 180 _)
VI WesternV'tsayas 7.75 79 7.05 75 4.75 51 2.79 30
Vii C_ _sayas 4.06 50 4.91 62 5.42 71 6.17 82

Vlti _ _1sayas 0.36 6 0.32 5 0.28 5 0.42 8 _,

Mindanao 8.04 152 8.44 179 9.81 169 13.48 252
IX WesternMindanao 0.48 10 0.47 9 0.70 13 0.92 17
X NodlemMindanao 2.49 45 2.54 44 3.45 59 5.13 88
Xf So_ Mirx:Janao 2.99 46 3.31 48 330 47 4_ 57
Xl| Cenl_Mirldanao 2.07 42 2.12 45 2.37 50 339 71
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The Mindanao regions once more managed to increase their share of
manufacturing activity during the period. The most notable performance
records were those of Regions X and XII.

Taken as a whole, note that the distribution of manufacturing activi-
ties remainshighly skewed up_o the present, with the NCR and Re_ons
III and IV accounting for almost three-fourths of the total value-add-ed in
manufacturing. This bias in favor of these three regions persisted in spite of
the encouraging achievement manifested by other regions.

Nevdrtheless, by comparing Table 24 with Table 20, one can in me-
diately discern a strong correlation between the performance of the r_ ;ion
in terms of per capita GRDP and its performance in terms of manufach dng
activity. Since manufacturing is often the more dynamic sector oi the
economy, regions with a significant manufacturing base tend to a lain
relatively higher growth rates. The government, thus, should seric lsly
pursue a more balanced development between the agricultural and
industrial sectors of all regions.

POVERTY

A major policy thrust of regional development during the mid-l_70s
was poverty alleviation, apparently a response to the deteriorating povgn'ty
situation in the early 1970s.

Table 25 shows poverty incidence data covering four time periods. Fig-
ures on regional poverty incidence became available only in 1985.The 975
and 1980 figures were estimated by deflating the 1985 regional po_ erty
thresholds using the 1975and 1980consumer price indice s , while the 988
poverty thresholds were adjusted for inflation. Because of these col sid-
erations, comparisons over time had to be treated with caution. The t ible
provides a rough approximation of the changes in the poverty situt tion
within and among regions.

In 1975, the regions with the highest incidence of poverty, i.e., hi_,,her
than the national average, were Region X (81.7%), Region IX (79._%),
Region V (79.2%), Region VI (76.9%), Region II (75.3%), Region I (74.8%),
and Region VIII (74.6%). By comparing Table 20 with Table 25, one r_otes

that regions with relatively lower per capita output generally hard the
highest incidence of poverty.

During the 1975-1988 period, national poverty incidence declinO i by
24.4 percentage points. The biggest improvements were posted by the
NCR, Region X, Region III,Region IX,Region II,and Region I. Region V and
all of the Visayas regions, in contrast, experienced relatively lower impt_)ve-
ments. In Mindanao, the regions were able to achieve considerable su¢ _ess
in reducing poverty despite its high inddence of poverty relative to the
national rate.
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Table26
REGIONALPOVERTYINDICATORS

1975,1980,1985and1988

1975" 1980" _985 1988 1988/1975
TOTAL TOTAL TOTAL TOTAL

POVERTYPOVERTYPOVERTYPOVERTYPOVERTYPOVERTYPOVERTYPOVERTY POVERTY
THRESHOLDINCIDENCETHRESHOLDINCIDENCETHRESHOLDINCIDENCETHRESHOLDINCIDENCEiNCIDENCE

(PESOS) (%) ,'PESOS) (%) (PESOS) (%) (PESOS) (%) (%DIFFERENCE)

PHIUPPINES 524 73.9 938 73.2 2,381 59.0 2,709 495 24A

NCR 768 69.3 1_320 66.8 3;282 43.9 4,937 31.8 375
Region1 516 74.8 921 84.9 2,389 52.8 2,597 48.6 26.2
Region2 539 75.3 937 90.4 2,201 56.3 2,576 48.6 26.7
Reojon3 514 69.0 928 77.8 2,552 43.5 2,881 39.6 29.4
Region4 559 66.1 994 83.9 2,471 55.2 2,832 493 16.8 =_
Region5 455 79.2 881 86.7 2,143 73.5 2,443 65.3 13.9
Region6 528 76.9 932 82.9 2,453 73.4 2,654 61.8 15.1
Region7 444 69.1 763 59.2 1,987 69.9 2,173 54.6 14.5 _-
Region8 463 74.6 836 89.3 2,015 70.2 2,263 60.5 14.1
Region9 482 79.9 817 77.8 2,119 63.0 2,289 52.0 27.9 _
RegionI0 467 81.7 917 81.4 2,249 65.6 2,439 51.5 30.2 _
Region11 515 72.8 959 69.9 2,389 60.2 2,763 52.2 20.6
Region12 463 69.0 870 80.0 2,212 63.6 2,468 47.1 21.9

_P

• 1975end1980figureswereco.outedbydefialJng1985Ihresholds_dth1975and1980CPL _,_'

o_ Sourcefor1985and1968_gures:Inter'agencyWorldngGrouponPovertyDmrmina_on,- NEDA.FNRt,NSO.
tJt
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SOCIAL DEVELOPMENT

To evaluate the social development of the regions, the following

impact indicators were analyzed: literacy rates, average life expectancy at
birth, and infant mortality rates.

The literacy rate is the proportion of the population 15 years olfl and
over who can read, write and understand a simple message. It is a g_neral

measure of the educational well-being of the population. The onl_ data
available on literacy rates during the last two decades are those in 1970 and

1980. The figures are shown in Table 26.
The table shows a slight improvement in literacy rates for the country

as a whole. Regions III, IV, V, IX, and XII experienced a drop in the

proportion of literates during the 10-year period. Regions IX and XII
continued to post the lowest literacy rates in the country, i

Life expectancy is the average number of additional years a persOn will
live if current mortality trends are held constant. In Table 27, the average

life expectancy for the country increased from 59.9 years in 1975 to 6_ years
in 1988. While all regions in Luzon and the Visayas had an increase _ntheir
average life expectancy, all the Mindanao regions experienced a d_rease
despite the relatively better economic performance during the peric_l. This

seems to indicate that there is no correlation between the regions' ec(_nomic
development and the improvement in the population's health.

The infant mortality rate (IMR) is another gauge of the population's
health condition. Table 28 shows data on the IMR covering the periods 1975

to 1988. For the country as a whole, the ratio of deaths among children
under one year of age per 1000 livebirths declined from 74.6 in 1975_to 52_8
in 1988. Although all regions managed to decrease their IMR, Regions V,
VIII, IX, XI and XII achieved minor improvements only. The Mindanao

regions had the highest infant mortality rates.
The study indicates very little relationship between the economic

performance of the regions and their performance in social development.
However, since it is possible that government's social service_ were
directed primarily toward the country's poorer regions, then the level and

quality of government services in health and education have a strOng and
more direct impact on the region's social development.

RANK ANALYSIS

Table 29 ranks the regions based on poverty, social, and economic

development indicators for two time periods: 1975 and !988.
In terms of economic indicators, the NCR, Region IV, Region XI,

Region VII and Region X registered highest in per capita GRDP while the
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Table26
UTERACYRATEOFPOPULATION15YEARSOLDANDOVERBYREGION

1970and1960

PHIL NCR I II III tV V Vl VII VIII IX X Xl Xll

1970 82.6 96.2 81.5 77.3 89.5 87.4 86.0 81.3 762 76A 64.7 83.4 81.0 65.9
1980 83.3 97.3 84.5 79.4 88.7 85.8 85.1 81.8 76.3 79.2 65.7 84.6 81.1 64.1

Source:Na_onalS_tistJcsOffice,CensusoiPol_latiorLandHousing.
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m Table27co
AVERAGEUFEEXPECTANCYATBIRTH,1975-1988

YEAR/REGION PHIL NCR I II 111 IV V VI VII Vltl IX X XI XII

1975 59.9 59.8 59.3 59.3 58.8 59.2 59.8 58.8 59.6 59.5 61.7 60.1 59.9 63.1 o
1976 60.4 60.1 59.7 59.6 59.3 59.8 60.3 59.2 60.1 60.0 62.2 60.7 60.4 63.6
1977 60.8 60.0 60.0 59.7 60.3 60.3 60.7 59.6 60.7 60.4 62.7 61.2 60,8 64.0
1978 612 60.4 60.3 60.1 60.6 60.8 61.1 60.0 61.2 60.8 63.2 61.7 61.3 64.4

1979 61.6 60.7 60.6 60.5 60.8 61.2 61.5 60.4 61.7 61.1 63.7 62.1 61.7 64.8
1980 61.6 66.1 63.0 58.3 65.1 64.3 6t.2 62.2 63.9 58.3 51.5 55.0 54.4 51.5
1981 61.9 66.3 63.3 58.0 65.3 64.5 61.5• 62.5 64.2 58.6 51.8 55.3 54.7 51.8
1982 62,2 66.5 63.6 58.9 65.6 64,8 61.8 62.8 64.5 58,9 52.0 55.7 55.0 52.0

1983 62,5 66.1 63.9 59.2 65.9 65,1 62.1 65.5 66.7 60,9 53.9 57.5 56.9 53.9 _:
1984 62.8 67.0 64.2 592 66.2 65.4 62.4 65.7 67.0 612 54.2 57,8 572 54.2
1985 63.1 67.2 64.5 59.8 66.5 65.7 62.6 65.9 67.3 61.5 54.5 58.1 57.5 54.5
1986 63.4 67.4 64.8 60.1 66.8 65.9 62,9 66.1 67.6 61.8 54,8 58.4 57,8 54.8
1987 63,7 67.7' 65.1 60.4 67.1 66.2 63.2 66.3 67.9 62.1 56.1 58.7 58.1 55.1
1988 64.0 67.9 65.4 60.7 67.4 66.5 63.5 64.4 66.3 60.7 53.8 58.0 56.8 53.8

No_: _,.Oa_z_m19'/5-19"/gwerebreedonthe1975Ce_ ofPo_ulalionandlheuseofSoulhModeLifetable.
•Z 1980 _ta wssbasedonthe1980CensusofPo_falJonandff_eo_er yearswereI_esedonthe_ proj_"_ms.



Talole28

INFANTMORTALITYRATE(Per1,000Ilveblrths)
19t5498e

YEAR/
REGION PHIL NCR I II III IV V Vl VII Vllf IX X Xl Xll

1975 74.6 83.4 98.1 62.3 69.2 63.4 73.2 65.6 75.3 116.0"112.1 91.9 112.1
1976 74.0
1977 72.0
•1978 '70.0
1979 68.0
1980 63.2 44.0 57.0 78.3 482 51.6 64.8 60.5 53.3 78.3 112.8 94.5 97.6 112.8
t981 61.9 42.9 55.7 76.9 47.0 50.3 63.5 59.3 52.0 76.9 t11.1 92.4 96.0 111.1
1982 61.4 42.1 54.5 75.5 45.7 49.1 62.4 59.1 50.8 75.5 109.5 93.6 94.5 109.5
1983 59.2 4LO 53.2 74.1 44.7 48.2 61.0 56.7 49.5 74.1 108.3 88.6 93.0 1083
1984 57.9 40.2 52.0 72.7 43.4 47.0 60.0 55.6 48.2 72.7 106.6 86.8 9t.4 106.6
1985 56.6 39.1 50.7 71.3 42.1 45.7 58.6 54.4 46.9 71.3 105.0 84.8 89.9 105.0 0

1986 55.3 38.0 49.4 69.9 _.9 44.4 57.3 53.4 45.7 69.9 103.4 82.8 98.5 103.4 _.
1987 54.2 37.2 48.2 68.5 39.6 43.2 56.3 52.3 44.4 68.5 101.9 81.1 87.0 101.9
1988 52.8 36.3 46.9 67.2 38.5 42.2 55.1 51.0 43.2 67.2 100.8 79.3 85.5 1022

%DECREASE 0.44 0.31 0.38 0.39 0.13 0.30 0.34 0.10 0.13 0.29 0.07 0.09 _..

Notes:I. Thefiguresfor1975weretaken(tomFTlegerandAbenoja,'Phi_ppineNationalandRegionalMortalilyEslimetesfor_leYger1975",OfficeofPol_tion
Slud_s.SanCarlosUniversity.Datafor1976-1979werebasedonmort_ eslJmates.

2. The1975_urefortheNa',ionalCepilalRegionwascombinedwilhRegio_N.
3. Rguresfor1980-1988werebasedonpopu_anpmjectfons.

m Source:Na_onalStatislJcsOITce,Popu_ionSludiesD_sion.to
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NCR, Region III, Region IV, Region XI and Region XII were highest in
average family income. NCR, Region IV and Region XI hardly changed
their ranks between the two periods. Regions X, XII, I, VII, and IXmade a
remarkable improvement in their ranking in terms of per capita GRDP
while Regions VI, II and III did otherwise. These slots occupied by all
regions, except for Regions VII and IX, were reflected in the ranking based
on the populations' average family income.

In the assessment of poverty incidence, the NCR and Regions I, II,IX,
and X declined in their ranks, implying that they were relatively less
successful in alieviating poverty in their regions. Regions IV, V, VI,VII,and
XI were more successful. The positions of the rest of the regions hardly
changed.

On the other hand, with the social development indicators as bases,
the NCR, Region IIIand Region VII registered the lowest infant mortality
rates for both periods. Regions III, VIII, and XII descended from their
positions during the years 1975 to 1988, while Regions II, IIl, W, IX, and X
were better off than the others by 1988. The ranking in terms of literacy rate
hardly changed, with Regions VII, VIII,IX, and XIIoften outranking each
other for the top slots.

The correlation analysis shows that while there was no significant
difference in rank over time in terms of economic and social development,
there had been a great change in poverty incidence and average family
income (Table 30).

Though the regions made remarkable economic progress between
1975and 1985, others performed better than the rest. Those areaswith better
performance records were also those which outranked the rest in terms of
lower poverty incidence and higher average family income. This significant
inverse relationship between economic development and poverty indica-
tors confirmed the undeniable role of economic development in poverty
alleviation.

However, the insignificant relationship between infant mortality rate
and economic development confirmed that no significant relationship
existed between the level of social development and economic progress.

A composite ranking was also done to compare regions based on their
present levels of economic development by using poverty incidence and per
capita GRDP as basic indicators. Raw data on poverty incidence by region
and GRDPwere transformed into standard scores(Appendix B).Then, scores
for each region were averaged and ranked by decreasing order. The results
in Table 31show thatNCR continued to lead the other regions, followed by
Regions nI and IV. On the other end were the lagging regions, which
included Region V, and the two Visayas regions, VIIIand VI. Interestingly,
Region VII also occupied a relatively low rank due mainly to its high
poverty incidence.
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"_ Tab_
RANKCORRELATIONMATRIXOFPOVERTY,ECONOBCANDSOCIAL
DEVELOPMENTINDICATORSANDTWO-PERIODREGIONALRANKING

INDICATOR r(t.1-t2) PCGRDP AFI IMR LR P[ GMAN

PerCapitaGRDP(PCGRDP) .91209 1.00000

AverageFamilyIncome(AFI) .57692 .91676 1.00000

InfantMortalilyRate(IMR) .88154 -33069 -35512 1.00000
F

LiteracyRa_(LR)" .98901 .53547 .667r,-_ -.85191 1.00000

PovertyIncidence(PI) .46281 -.72279 -.85347 .20356 -.06598 1.00000

GVAinManufacluring(GMAN) .79121 .96172 .92612 -.47173 .63898 -.70933 1.00000



Table31
RANKINGOFREGIONSBASEDONSTANDARDSCORES

ONPOVERTYINCIDENCEANDPERCAI:CrAGRDP

* PERCAPITA
REGION POVERTYINCIDENCE GRDP AVE.SCORE RANK

NCR 71.5 80.0 75.7 1
I 52.7 45.8 49.2 4
II 52.7 43.1 47.2 7
III 62.8 49.4 56.1 2
IV 51.9 59.0 55.4 3
V 34.0 44.2 39.1 13
Vl 38.0 48.8 43.4 11

VII 46.0 49.5 47.7 9
VIII 39.3 43.0 41.1 12
IX 48.9 44.5 48.7 10
X 49.4 47.1 48.2 6
Xl 48.7 49.2 48.9. 5
XII 50.5 452. 47.8 8

*l_ehi0her_escorn,_ Iou__eir¢_l_ ofporto/.
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REGIONAL ECONOMIC
PERFORMANCE

1 ,no'orsection examines in detail the economic performance of the
country's 13 regions through shift analysis.The second part

assesses the structuralconstraints of each region. The third section discusses
government spending in infrastructure.

Control Charts 1,2, 3 and 4 on GRDP growth rates covering the
periods 1975-1980, 1981-1985, 1986-1988 and 1975-1988, respectively fol-
lows. Note those regions that performed better than average, on the
average, and less than average.

SHIFY-ANALYSIS

Differences in the rate of growth among regions is the proximate
cause of their uneven economic development. To identify some reasons
why a region grows faster than others, shift anal_is was used.

Shift analysis is a method of quantifying differences in regional
growth by comparing each region's performance with the national average.
Actual regional development is compared to an estimated regional growth
that would have happened if the region had grown as fast as the national
growth rate. The difference between the actual and estimated development
is called the Total Net Shift (TNS). If the TNS value of a region is positive
(negative), regional development was above (below) the national average.

The TNS can be divided into two components: the Net Differential
Shift (NDS), and the Net Proportionality Shift (NI'S).

NDS is the difference between the actual regional performance and
the development that would have occurred if the region's sectors had
grown at the same rate as the national sectoral growth rates. Thus, if the
growth of specific sectors within a region was higher (lower) than the
national average, NDS values will be positive (negative) and indicate that
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ChartI

IAVERAGEANNUALGROWTHRATESOFGRDP1975-1980
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Chart2

AVERAGEANNUALGROWTHRATESOFGRi)P1981- 1985
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Chart3

oo 9 AVERAGEANNUALGROWTHRATESOFGRDP1986-1988 I
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Chart4

AVERAGEANNUALGROWTHRMES OFGRDP1975-1988
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_werebelow the nati_onalaverage. Nevertheless, its manufacturing sector,
which constituted over 40 percent of its GRDP,grew faster than the national
average.

Region II's above average performance can he attributed to the high
growth rate of its industrial sector during the period. However, such
improvement in the industrial activities merely reflected heavy govern-
merit construction expenditure in the region rather than localization
advantage.

Region VII, on the other hand, possessed localization advantages in
both the industrial and services sectors. Industrial growth was significantly
influenced by growth in manufacturing (9.6%).Its localization advantage
in services was due primarily to trade, which accounted forover 22 percent
of its GRDP. In comparison with other areas, only Region VII enjoyed a
competitive advantage in manufacturing. Its structural disadvantage
resulted from the relatively low share of its fastest growing sector (indus-
try) in GRDP.

Only in Central Visayas was industrial growth significantly influenced
by growth in manufacturing (9.6%).Hence, the region could only boast of
localization advantages in industries. Region VII also had localization
advantages in services, which was significantly represented in the regional
economic structure (42.4%of GRDP in 1980). Its structural disadvantages
resulted from the relatively low share of industries in 1975 (29.7%).
Although increasing until 1980 (34.2%), the industrial sector's growth
remained slightly below the national level (36.2%).

All Mindanao regions (except Southern Mindanao) experienced
sectoral growth rates above the national level. On the other hand, Western
Visayas experienced the highest regional growth rateof 11 percent because
ofgrowth in agriculture (10.4% per year), especially fisheries (34.0%per
year). The region experienced a structural shift toward agriculture (48.9%
of GRDP in 1975 to59.1% of GRDPin 1980)and had localization advantages
in agricultural crop production and in fisheries.

Northern Mindanao possessed the second highest TNS and NDS
values in relative terms due to high growth rates in all the three major
sectors, especially in industry, ltsaverageindustrialgrowthof 12.1percent
per year slightly increased the industrial share of GRDP. Agricultural
growth was heavily dominated by crop production, which increased at 12.6
percent per year and accounted for33.2percent of GRDP in 1980. Industrial
growth was led by mining, quarrying and construction. There were,
therefore, localization advantages in crop production, mining and quarrying.
Northern Mindanao's structural disadvantages, on the other hand, stemmed
from the industry's low share in the GRDP.

Central Mindanao experienced high growth rates of nine to 10percent
in agriculture and industry. Agricultural production (55.1% of GRDP in

81



DISTill'RAT.17ATIONANDPROSPECTSFORREGIONALGROWTH

Chart5

SHIFT-ANALYSIS1975-1980
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01an6

SHIFT-ANALYSIS1981-1995
GROSSREGIONALDOMESTICPRODUCT
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C_art7

SHIFT-ANALYSIS1986-1988
GROSSREGIONALDOMESTICPRODUCT
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Chart8

SHIFT-ANALYSIS1975-1988
GROSSREGIONALDOMESTICPRODUCT
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T_e 32
STRUCTUREOFGROSSREGIONALDOMESTICPRODUCT,BY.SECTOR

percent)

A.1975

SECTOR REGION }
NCR I II tU IV V V( VII Vl[f IX X Xl Xl[ TOTAL o

_rkultae, iFishery,Forestry 0.0 37.0 50.2 28.9 30.2 59.3 44.5 24.2 53.0 48.9 41.2 48.0 55.1 26.8

IndusW 50.9 24.9 16.0 34.4 39.6 9.4 25.7 29.7 16.6 tl.0 21.1 16.5 192 34.1 i_

49.1 38.1 38.8 36.7 30.3 31.3 29.8 48.0 30.4 40.2 37.8 37.5 25.7 39.1 )Serv_Sec_r

TOTAL 100.0 100.0 100.0 100.0 100.1 100,0 100.0 99.9 100.0 100.1 100.1 100.0 100.0 100.0

B.1980 i

_,
Rshery,Forestry 0.0 372 44.1 28.8 27.7 52.9 392 28.4 50.8 59.1 39.8 43.6 57.3 25.6

Industry 52.2 24.6 25.8 37.0 41.6 14.5 27.6 34.2 14.2 9.7 24.8 19.4 20.8 36.2

ServiceSector 47.8 38.2 30.1 36.2 30.7 32.6 33.1 42.4 31.9 31.2 35.3 37.0 21.9 38.3

TOTAl. 100.0 100.0 100_ 100.0 100.0 1_).0 _.9 _ _"_ 100.0 100.0 1007F

Sours:_cmlSt=i=i=_C,=)_ineUonBo_l,BofJ_u_.,/I_.



Ta_ 32(conSnued)

C,19_

SECTOR REGION

NCP, I II lit IV V VI Vii VIII IX X XI Xlt TOTAL

/_culture,
Rshery,Forestry 0.0 46.9 57.0 29.1 303 58.6 422 23.2 59.2 64.7 443 49.7 57.6 29.2

Indus_ 51.4 19.2 10.6 34.9 37;0 8.8 21.2 30.5 9.6 6.9 23.0 15.4 20.0 32.3

ServiceSec_r 48.6 33.9 32.3 36.0 32.7 32.6 36.6 46.3 31.2 28.4 32.7 34.9 22.3 38.6

TOTAL 100.0 100,0 99.9 100.0 100,0 100.0 100,0 100,0 100.0 100.0 100,0 100.0 99.9 100.1

D.1988

Ag_cdture,
Rshely,ForesW 0.0 42.9 55.1 285 29.7 55.2 42.3 21;8 58.5 62.5 405 46.5 53.6 27.3 _.

Industry 47.4 23.8 11,3 34.8 39.2 9.9 172 31J3 10.2 9.2 27.4 18.6 26.4 32.7
t_

ServiceSector 52.6 33.3 33.6 38.7 31.I 35.0 40.5 46.4 313 28.3 32.2 34.9 20.0 40.0

TOTAL 100.0 100;0 100;0 100.0 100;0 100.1 100.0 100.0 100.0 100;0 100.1 t00;0 100;0 100;0 _'

Source:Na_ona)StatisticalCoordinationBoerd,uof January1989. ?
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Table33 I

AVERAGEANNUALGROWTHRATESOFGFIOSSREGIONALDOMESTICPRODUCT(GRDP)

A.1975-1980

SECTOR REGION

NCR f _1 lit IV V Vt VII VIII IX X Xl XII TOTAL

_ricaue, 1
_a_,Fo_ 0.0 4.6 4.7 4.4 4.O 3._ 0.9 7.0 3.8 14_ 6.1 3_ 9.1 S._

Induslry 6.6 4.3 16.8 7.3 6.7 14.0 4.8 10.4 0.5 8.6 12.1 8.1 9.8 7.2

ServiceSector 5.5 4.5 5.0 5.6 6.0 6.2 5`5 6.0 4.5 5.9 7.4 4.6 5.1 5.6 i

TOTAL 6.1 4.5 7.3 5.9 5.7 5.4 3.4 7.7 3.5 11.0 8.7 4.9 8.3 6.0

B.1981-1985
_ric_ure,
Rshery,Forestry 0.0 6.1 4.5 -0.1 0.9 2.7 -1.9 -1.4 2.5 0.9 2.0 4.7 0.8 1.6

IndusW -3.9 -43 -25.9 45 -2.9 -14.2 -12.0 -6.5 -10.0 -8.9 13 -3.1 -0.4 -4.7

ServiceSec_r -2.9 -0,5 -13 -0.9 1;2 -03 -1.6 -0.6 -12 -1,8 -0.7 0.1 -0.7 -1.4

TOTAL -3.4 1.5 -2.8 -2,0_ .._ _ -2:'J'- _ -O:'.T O1.9= I-.'.T 02 -1:'J

Source:Nalk)netStetis'dealCoordinali_BoeJd.asofJanumy1989.



Table33(co_inue_

C,1986-1988

SECTOR REGION

NCR I II III iV V VI Vrl Vllr IX X Xl XII TOTAL

Fishery,Fores_ 0.0 -0.3 1.4 3.2 2.3 -0.1 2.5 2.9 0.2 0.6 -0.4 0.4 0.0 1.2

Induslry 7.0 5.8 10.8 7.9 7.0 14.9 1.2 10.3 8.6 7.6 16.1 13.4 13.1 8.0

ServiceSector 9.2 4.8 3.3 5.9 3.9 5.6 7.4 6.4 3.0 2.7 4.9 3.5 2.8 6.6

TOTAL 8.1 2.8 3.0 5.8 4.6 3.2 4.2 6.8 1.8 1.8 5.4 3.7 3.7 5.5

D, 1975,1988

Fmhery,Forestry 0.0 4.8 3.0 2.8 3.3 1.8 0.2 2.8 2.6 7.1 5.0 3.5 4.0 3.2

frdusW 2.3 3.3 -0.4 3.0 3.3 2.7 -2.5 4.1 -1.9 3.9 7.1 4.4 6.7 2.7 _J

ServiceSector 3.4 2.6 2.2 2.9 3.6 3.2 3.0 3.6 2.1 2.5 3.9 2.9 2.3 3.2 _.

TOTAL 2.9 3.7 2.3 2.9 3.4 2.3 0.6 3.6 1.8 52 5.1 3.4 4.2 3.1 _,

!Souce:Na_nalSlatis_ CooNina_Board,asofJanur/1g89,



DFACFAqrRALIZATIONAND PROSPECIS FOR RF_IONAL GROWTH

1975) heavily depended on agricultural crops (46% of GRDP in 1975),_hich

grew at eight percent per year. Industries in general (19.2% of GR.I_P in
1975)increased at a rate more than the national average, although priraarily
due to the construction subsector. Regionallocalization advantages for this
period were in crop production and fishery.

Southern Mindanao lagged behind the national trend because of the
sluggish performance of its agricultural sector. Sharp reductions in fishery
and forestry and the below average output of the services sector (esF_cially
trade, which accounted for 20 percent of its GRDP) all contributed to the
region's slowdown. Crop production, accounting for around 30 percent of
GRDP in 1980, grew at 7.3 percent per year. Industrial growth was
relatively high and mainly based on manufacturing. However, there were
still structural disadvantages in manufacturing, which constituted only
11.7 percent of its GRDP.

Central Luzon possessed the same economic structure as the Philip-
pines. Hence, its NPS values were nearly zero. Regional growth 5.9%)
lagged slightly behind the national trend due to a slower agricultural
development. Fishery and forestry posted negative growth, while a ,ricul-
rural crop production was sluggish. Both the industrial and service _tors
kept up with the national trendbecause of high growth rates in all sub ._'tors
except manufacturing. The results indicate localization disadvanta_ es for
production in agriculture, despite the region's localization advanl ige in
livestock and poultry production.

Regional growth in theSouthern Luzon was below the nationai trend
(only 5.7%)becauseboth agriculture and industry grew at a meag(_rfour
percent and 6.7 percent of their annual GRDP, respectively. Services, Which
accounted for only 30 percent, grew faster than the national averagelThus,
TNS and NDS values were negative because of low growth rates in agri-
culture and industry, while NPS was slightly positive because of thebigger
share of industry in the region's economic structure. A

Regions I and V, and especially VI and VIII are predominantly
agricultural regions. The shares of their agricultural sectors to regional

output were 37 percent, 59.3 percent, 44.5 percent and_53 percent, _espec-
tively, in 1975. Such below-average performance in agriculture during the
1975-1980 period brought forth negative TDS and NDS values.

1981-1985 Period

From 1981to 1985, all national economic sectors experienced a decline
in Performance because of both domestic economic and political problems,
and the world recession. Industrial output fell by 4.7 percent per year,
services by 1.4percent per year, and agricultural growth, although pOsitive,
slowed down to 1.6percent per year. The decline in industrial performance
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/k,g/onalEconom/,"Performanoe

was a consequence of a slump in all subsectors except electricity, gas, and
water. Agricultural crop production grew at 1.6 percent annually but
fores0ry output declined by 12.7 percent per year. Only trade as a service-
sector posted a positive growth of 2.5 percent per year.

This adverse development caused a shift between agriculture and
industry in the national economy and affected the economic development
of the more industrialized regions. Hence, thedecline in the average growth
rates of the NCR and Central Visayas--regions with a strong industrial
base--were more than the decrease in the national average. Regions whose
primary sector constituted more than 50 percent of their GRDP such as
Western Mindanao, Central Mindanao, Bicol and even Eastern Visayas,
experienced either (a) positive growth rates or (b) growth rates which,
although declining, were still better than that of the national trend mostly
because of their structural advantages in agriculture d uring this period. All
regions experienc .ed a structural shift toward agriculture. In Western
Mindanao particularly, the share of agriculture to GRDP increased to 64.7
percent in 1985..

IloCos also benefited from its agricultural growth of 6.1 percent,
spurred by crop, and livestock and poultry production. The share of
agriculture in its GRDP increased from 37.2 percent in 1980 to 46.9 percent
in 1985. The decline in the industrial and service sector growth rates were
lower than thenational average. Manufacturing still grew at 3.3percent per
year but accounted foronly 7.4 percentof the regions' GRDP in 1985. High
NDS values indicate strong localization advantages for agricultural pro-
duction within the region from 1981 to 1985.

Southern Tagalog grew at a rate beyond the national average because
the decline in its industries (only -2.9%per year) was lesser than the fall in
the national average and services managed to grow at 1.2 percent per year.
The region, in fact, remained the second biggest contributor to the GDP and
to theGVA of all sectors (about 14%).High NDS values indicated regional
Iocalization advantages for industries, especially formanufacturing which,
in this case, still grew at 0.1 percent in the region while that of the whole
country's industrial sector declined by 2.7 percent.

The above average performance of the Bicol and Eastern Visayas
regions was due to the relatively better showing in agriculture (their
dominant seclor). Both regions experienced localization advantages in
crop, and livestock and poultry production during the period.

All the Mindanao regions also performed above the national average
during the crisis years. In Western Mindanao, economic development
heavily depended on thegrowth of the primary sector, which accounted for
64.7 percent of GRDP in 1985. The most important subsectors were fishery
(31.2%of GRDP) and agricultural crops (26.4%). Region IX, though less
industrialized (only 6.9% of GRDP in 1985) than the other Mindanao
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DFAZFANTRAI..IZATIONAND PROSPECTSFOR REGIONAL GROWTH

regions, benefited during this period because of its structural advantage in
agriculture.

Northern Mindanao developed better than the average because of
both localization and structuraladvantages in agriculture and manufaCtur-
ing. Manufacturing increased at the relatively high level of 4.9 percent per
year and expanded its share to the regional economy from 13.2 percqnt in
1980 to 15.4 percent in 1985. Even industries grew at 1.3 percent per year.

Southern Mindanao performed best during the recession, wherein its
TNS and NDS values in relative terms were the highest. Regional gr0wth
was about 1.7 percent per year. Its primary sector, the main contribu| _rof
its growth, increased by 4.7 percent per year. NDS values indicate lqeali-
zation advantages for agriculture in Region XI.

In Central Mindanao, agriculture accounted for around 57 pero nt ot
theGRDPin 1980and 1985and was heavilyconcentrated oncrop produ _ion
(44.5%).Industries declined by 0.4 percent per year but manufacturin ;still
grew by 3.1 percent per year and constituted 14.6 percent of GRDP in t985.
The analysis indicates the region's structural and localization advan ages
in agriculture and manufacturing.

The rocession adversely affected the NCR. Hardest hit was the s_ rvice
sector (especially the finance and housing subsectors) which accountl d for
almost half of the region's share to GRDP. Manufacturing, which o nstio
tuted 42 percent of GRDP, also suffered. The decrease in the se _tor's
annual average (-3.5%) was larger than the national average. Nev_ rthe-
less, it still managed to account for 41.8 percent of the GRDP, alm_ st 50
percent of thecountry's GVA inmanufacturing. TheNCR, thus, maint_.ined
its dominance in the industrial sector.

Cagayan Valley's industrial decline (-25.9%) was due to the _harp
reduction in construction. This subsector has grown rapidly at 20 p_rcent
a year during the 1975-1980period but declined by-36.6% a year thereafter.

Such slump in the industrial sector's performance could not be offset !_y_the
region s above average showing in manufacturing from 1981 to 1_85 as
brought about by the latter's structural advantages.

Central Luzon was slightly hit by the recession thus its agricul_ral
sector's performance declined. As in the previous analysis, the r_gion
experienced localization disadvantages in agriculture.

On the other hand, the recession's effect on Western Visaya_ was
substantial. A reduction in both crop production (-6.0%) and forestry
(-186.2%) caused its agricultural performance to decline. The re_on's
economic development was hindered more by localization disadvantages
than structural restraints.

Central Visayas' development also lagged behind the national aver-
age because of thedecline in all its industries. An exception, however, is its
electricity, gas and water subsector.
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P,eg/onalF.c_m/c Per_,n_

The industrial share of CentralVisayas' GRDP shrank from 34 percent
in 1980 to 30.5 percent in 1985. Agriculture's decline was more than the
national average, and the service sector fared better than the national
average. This fall in the industrial share brought forth a localization disad-
vantage as reflected by the large negative NDS. Nevertheless, the manufac-
turing subsector continued to enjoy localization advantages as evidenced
by its decline to 05 percent, a smaller dip compared to the national average
of -2.7 percent.

1986-1988 Period

The years 1986 to 1988 saw the recovery of the industrial and service
sectors. The economy grew at an average rate of 5.5 percent per year.
Industrial activities, comprising 32.3 percent of GDP in 1985, grew at eight
percent per year while services increased at 6.6 percent per year. Agricul-
ture slowed down to 1.2 percent per year.

Differences in sectoral growth caused a slight shift in the economy's
sectoral structure. The contribution of both industries and services in-
creased because of the growth in manufacturing and other services. The
development of the agricultural sector, however, was affected by a sharp
reduction in agricultural crop production, its main subsector.

The results of the shift analysis again reflect differences in sectoral
development. Besides the NCR, only Regions III and VII, which were less
dependent on agricultural production, showed a positive TNS. All other
regionswhoseprimarysectorcontributedmore than30percentofGRDP
laggedbehindthenationalgrowthtrend.RegionsI,II,V,VIII,andIX,being
predominantlyagricultural,werethemostaffected.

InIlocos,economicgrowthwas lowerthanthenationalaverage.All
sectoralgrowthratesalsofaredworsethanthe nationalaverage,which
explainsitsnegativeNDS. The fallinagriculturalcropproduction(-3.3%)
affectedtheagriculturalsector.Duringthispe.riod,RegionI didnothave
anylocalizationorstructuraladvantages.

CagayanValley,on theotherhand,postednegativeTNS and NDS
valuesbecauseitsservicesectorgrew ata ratelesserthanthenational
average,notwithstandingitsaverageperformanceinagricultureand its
aboveaverageperformanceinindustry.The shiftanalysisindicatesthat
structuralconstraints(only11%ofGRDP wasofindustrialorigin)hindered
theregion'sdevelopmentdespiteitslocalizationadvantages(i.e.,indus-
trialand agriculturalgrowthrateswereabovethenationalaverage).

TheresultsoftheshiftanalysesforRegionIIandBicolarealikesince
bothareashad similareconomicstructure.However,Bicolexperienceda
biggerdeclineinagriculturalproduction(-0.I%),especiallyinagricultural
crops(-3.9%)suchthatthesetbackcouldnotbecompensatedby thehigh
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growth rate of its industrial sector (14.9%).
Southern Tagalog's below average performance can be traced Ibthe

relatively poor showing of its dominant area, the industrial sector. Irkius-
trial growth was seven percent per year as compared with the national
yearly average of eight percent.

Western Visayas also performed below the national development
rate (4.2%) because industrial growth was relatively low (only L2%).
Although agriculture's performance rateof 25 percent per year fared better
than the 1.2 percent national average, this could not compensate for the
poor showing of its industrial sector.

Eastern Visayas and Western Mindanao posted the lowest growth
rates at 1.8 percent per year. In Eastern Visayas, agricultural growt h fell
below the national average. Although industrial growth rates were l_gher
than the national average, its industrial sector accounted for only around
10 percent of the region's GRDP. Furthermore, its service sector gre@ at a
rate below the national average.

On the other hand, a decline in agricultural crop production s_t the
fate of Western Mindanao's economy during the period. Growth in _ll its
sectors was below the national average.

Economic development in Northern Mindanao was slightly ] )wer
(5.4%per year) than the national average. As in Regions II,V, and V_iI,its
development was affected by the sluggish growth of the primary s _or,
especially in crop production. Industries' contribution to GRDP )f 23
percent grew relatively faster at 16.1 percent per year due to the _ anu-
facturing sector's annual growth of 17.5percent. The analysisindicat¢ _that
although there was localization advantages for its industries, No_ hem
Mindanaoremained structurally constrainedbythesector'sbelowav sage
share to the region's economy.

Stagnation in the primary sector, marked especially bythe decl ne in
crop production, also hounded Southern Mindanao and CI atral
Mindanao's economy. Industrial development and growth in mat afac-
turing (around 14.0%)in both regions were above the average (7.4_) but
only increased slightly (15%and 20%, respectively, of GRDP) by 194 5.

The NCR--the region whose contributions still constituted. 301_ _t
of total GDP, 47 percent of industrial GDP and 37 percent of services GDP
in 1985 remained unaffected by the decline in agriculture and experiq nced
the highest growth rate (8.1%)among all the regions in the country. It high
"INS values indicate that the region was dictating the pace of na ional
development during this time.

Although growth rates in the NCR'sindustrial sector (7.0%)and _ the
manufacturing subsector (5.1%)were lower than the national av_age_ they
were offset by the above average performance of'the service s_r.
Services"ability to grow at 9.2 percent per year, in turn, can be attributed to
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the relatively high annual growth rate of the finance and housing sub-
sectors (23.0%).

Central Luzon, as the third bi_-est contributor to GDP, grew at a rate
slightly faster than the national average. Similarly, its annual agricultural
productionof3.2 percent washigher. Its crop production increased slight-
ly faster despite the negative growth of this sector on the national scale.
Industrial activities which had a significant impact on the region's economy
rose at the national average's pace. Growth in the manufacturing subsector
was significantly higher than the national average (13.3%), while that of
mining, quarrying and construction declined. Thus, the analysis indicates
localization advantages for manufacturing as well as for primary sector
production.

Central Visayas experienced above average growth rates in all
subsectors of the industry (10.3%). In 1988, industries spurred regional
economic growth and contributed 31.8 percent to GRDP, although such
figure was still below the national average. Moreover, the primary sector
grew at a rate higher than the national average (2.9%), and growth in
services kept up with the national trend. Localization advantages for
industries and services, therefore, accounted forRegion Vll's development.

1975-1988 Period

From 1975 to 1988, the Philippine economy grew by 3.1 percent
annually on the average. Industry, adversely affected by the recession,
grew annually at 2.7 percent only, while the primary and secondary sector
rose at 3.2 percent per year. Agricultural crop production and manufac-
turing increased at 2.9 percent.

The economy experienced only slight structural changes. The share of
agriculture, forestry, and fishery increased from 26.8 percent to 27.3
percent. Services also increased from 39.1 percent to 40 percent, while
industry's share declined from 34.1 percent to 32.7 percent.

Chart 9 is a pie chart of the regions' share to GDP for 1975 and 1988.
In general, each region's shares did not change during the period although
there was a slight expansion in the collective share of the Mindanao regions.

Chart 10 shows the regions" share to the total national GVA in agri-
culture for the same periods. One can immediately observe the large decline
in Region Vl's share to total GVA in agriculture and the increased shares of
Regions I, IX and X.

Chart 11 illustrates the regions' share to total GVA in manufacturing
for the same periods. Again, all Mindanao regions and Region Vii gained in
their shares while NCR and Region VI incurred a decrease.

Hnaily, Chart 12 shows the regions' share to total GVA in services for
the same periods. In this case, the difference was slight.
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The regions' contribution to the national GDP shifted during, the
periods. However, the NCR remained dominant. Itconstituted 44.6 _t
of the industrial GVA and 31.6 percent of the total GDP in 1988.

The Mindanao regions increased their contributionto all s_ctoral
GVAs and to GDP. While Mindanao's contribution to agricultur_l GVA
was only 20.7 percent in 1975, it increased to 35.8 percent by 1988. I_ 1985,
its regions' share constituted 20 percent of the total GDP.

The Visayan regions, on the other hand, had reduced contribu_ons to
GDP and to sectoral production. Their GDP share of 1.8.8percent i_ 1975
declined to 16.4 percent in 1988.

In Luzon, Regions I, II, andV did not change their collective _ontri-

butions (10%), while Regions III and W increased their shares t_GDP(22.8%)and to.industrial GVA (26.3%)in 1988.
During the entire period, Ilocos, Central Luzon, Central Visa_as and

all the Mindanao regions gave better performances. In fact, these _gions
grew at least 3.4 percent per year faster than the national average. II/_cos,in
particular, experienced above par growth in the primary and secondary
sectors and in manufacturing and, because of localization advantages, in
agricultural crop production.

In Southern Tagalog, all sectoral growth rates were slightlylmgner
than the nationalaverage. Although the region s growth was in pa_:ewith
the national growth during 1975-1980 and 1986-1988, Southern _agalog
succeeded toachieve positive values in the longer term. The analysi_ shows
localization advantages for manufacturing.

Central Visayas' performance in the industrial and service _,ctors
was significant enough to spur regional development. The region'_ locali-
zation advantages were in manufacturing and trade.

All Mindanao regions grew at a rate faster than the national _verage
because of the positive contributions of both their agricultural and indus-
trial sectors. In Region X, for example, the growth of services was lightly
above the average. On the overall, the regions" performance w Lsonly
marred by a decline in agriculture from 1986 to 1988.

During the whole period, Regions IX and X recorded Lebest
performance.

Western Mindanao experienced a structural change toward !he pri-
mary sector (48.9%of GRDP in 1975;62.5% in 1988). It relied mor_ on its
fishery sector (about 30%of GRDP) rather than specialize in agri(_ultural
crop production. As previously noted from the results for the d_fferent
periods, Region IX bore strong localization advantages in fishery and
agricultural crop production.

Northern Mindanao became more industrialized than th_ other
Mindanao regions while experiencing higher industrial growth ra_esdur-
ing the period. Manufacturing had grown rapidly since 1980 _nd its
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contribution to GRDP in 1988 was only slightly lower than the national
level. The region's gains stemmed from its specialization in manufacturing
(since 1981) and agricultural crop production. These sectors seemed to
have been strongly linked, because around 60 percent of manufacturing
output were food products.

Southern Mindanao only experienced a slight shift in its econom/c
structure. The shares of industries and agriculture increased while that of
services declined. Primary sector production concentrated on agricultural
crops while forestry lost its impact on the GVA of the primary sector.
Regional localization advantages (as in Region IX) were in manufacturing
and crop production.

The Central Mindanao region, like Region X, became more industri-
•alized during the period. Industries in general and inall its subsectors grew
faster than the national average. This sector's share to the GRDP increased
from 19.2 percent in 1975 to 26.4 percent in 1988, while that of agriculture
(53_% in 1988)and services (20%) declined. Manufacturing (21%of GRDP
in 1988) and crop production (40.9%)were the dominant subsectors which
seemed to be strongly linked and the areas where the region enjoyed
localization advantages.

Thus, from this analysis Onenotes the sluggish development of the
NCR and Regions II, IIl, W, VI, and VIII.

The NCR's below average performance throughout the period can be
traced to the relatively poor performance of its industrial sector, especially
in manufacturing, which alone constituted almost 40 percent of the region's
GRDP.

Casayan Valley similarly lagged behind on theaverage because of the
relatively slow growth in agriculture and the general decline initsindustries
(-OA%). The primary sector, constituting 55.1 percent of GRDP in 1988,
grew sluggishly because of the region's low performance in agricultural
crop production. As in all the previous shift analyses, the results do not
indicate any localization advantages for the region.

ForBicol, the below average performance can beattributed to the slow
growth in agriculture, the region's dominant sector.

Central Luzon performed slightly below the national trend because
growth in manufacturing and in the primary sector was below the average.
Althou$h the values do not indicate localization advantages, the region
probably has localization advantages for manufacturing.

Western Visayas exhibited the worst performance throughout the
period. Itsdevelopment strongly lagged behind the national growth in this
analysis. Agricultural growth was a low two percent because sugar cane
production declined by 50.6 percent from 1975 to 1988. Hence, the share of
sugar cane production to agricultural GVA in the region fell from 30.7
percent in 1975 to 14.8 percent in 1988. industries, especially manufactur-
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ing, experienced negative growth rates, i.e., -2_5 percent and -5.0 I_ercent,
respectively. The share of manufacturing to GRDP declined from 21 percent
in 1975 to ten percent in 1988. The secondary and primary sectors also had
reduced contributions to GRDP. The share of services increased frOm 29.8

percent in 1975 to 40.5 percent in 1988.

Eastern Visayas' economy was characterized by a slow agricultural
performance and a negative industrial growth, especially in the nuinufac-
turing subsector. Its service sector also increased at a rate lower than the
nationalaverage.

Summary
I

What are the relevance of these findings? In the case of the N_R, the
relatively poor performance could have been brought about by th_ coun-
try's industrial recession in the early eighties. Moreover, thegrow_h in its
manufacturing subsector wasrelatively slow, indicating that manufacturing
activity has began to spill over to Region W and its periphery.

On the other hand, Region VII's sound performance can be att ibuted
to the rapid growth of its industrial (especially manufacturing) and _ervice
sectors, indicating that the region is rapidly becoming a private iw estors'
popular alternative to the NCR.

For Regions II, III, V, VI, and VIII, the inferior showing q f their
primary sectors contributed to their below average performan_ e. The
regions in Luzon and the Visayas predominantly raised commerci_ i crops
such as sugar, abaca, coconut, tobacco, etc., items characterized )y low
productivity and low international demand during the period.

The contrast in the state of these regions with that of MindaJ ao can
nowhere be more striking. The Mindanao regions diversified into figher-
valued products with high export demand such as coffee, fishery pr )ducts,
fruits, palm oil, cacao, etc. Since there existed a strong linkage I_._tween
agricultural and manufacturing activities which were mostly re _urce-
based in the regions, the favorable developments inthe agricultur_ _sector
was accompanied by a growth in the manufacturing sector.

There are still other explanations for the variations in the r_gions"
economic performance. Two other possible reasons are structural constraints

and the varying levels of infrastructure development in the regions.

STRUCTURAL CONSTRAINTS

The various regions can be compared with respect to their structural
endowments, namely, climate, water resources, topography and soil types.
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Based on the last two factors, the region's land capability and land use
opportunity can be determined. 13

Table 34 presents a brief summary of the structural constraints/
variables of the regions. In terms of climate, Type I is prevalent in Regions
I, 11],and VI while Type II characterizes Regions VIII, IX, X, XI, and XII.
Regions IIand VIIexperience a combination of Types IIIand W. Region IV
is of Types I, llI, and W while Region V is acombination of Types II and IV.

As regards the level of storage of groundwater, Regions VI, III,IXand
XIIpossess the highest while Regions VII and I have the least.

The regions' predominan t topography ranges from 0-8 percent to 30-
50 percent slope. Region III is generally fiat land with 0-8 percent slope
while Regions I and II, on the other hand, are predominantly 30-50 percent
in slope. Soil types in the regions are either the well-drained, highly fertile
or the well-drained and deep acid soil with low fertility.

Table 35 presents the agricultural land capability and utilization as of
1987. One should note that most of the regions have utilized more than 100
percent of their agricultural lands. In fact, most of the regions have even
used non-agricultural lands for agricultural purposes. Suchwas the case for
all regions except Regions II,IV, VIIIand X. As can be gleaned from the
same table, regions wltich had exceeded their agricultural land capability
expanded their agricultural activities mostly in their forestlands and
wetlands.

A table on the agricultural crop production (Table 36) reveals that
Regions XI,XII,VI, X, IV,and In dominated all other regions in terms of the
volume of crop production. Food crops produced in Regions XI,XII, and X
farexceeded the supply of other regions, while commercial crop produced
was highest in RegionsVI, XI, and IV.

InTable 37, an index of agricultural crop production and land utiliza-
tion is computed to determine production based on actual area utilized. In
general, crop production per hectare was highest in Regions XIand Iand
lowest in Regions V and IV.

These differences in the level of production may he attributed to
peculiarities in the regions' structural endowments.

Region I

Inspite of an excess in land utilization, Region Idoes not seem to enjoy
any advantage in crop prod uction. This shortcoming can be attributed to the
•climate and the absence of a river basin that can provide the region enough
groundwater. Two other factors affecting the region's production are: soil

13AppendixFprovidesadefln/tionc_thevarioustechnicaltermsusedinthissectlonL
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T_e 34
SUMMARYOFSTRUCTURALCHARACTERIS11CS,BYREGION

TOPOGRAPHYSOILTYPES"
ESTIMATED

REGIONTYPESOF STORAGEOF (%Slope Percent
• CLIMATE" GROUNDWATER"Predominance) ol(a) o,p

i I 4,620 0"8/30"50 21 17

II III, IV 11,850 0-8/30"50 8 83
III I 54,700 0.8 56 18
IV I, III,IV 37,700 0_r3(_50 23 66
V II, IV 8,625 8-18/30-50 33 61

Vl I 55,242 0-8 18' (6
via ,I,Iv 2,053 0_8-30 47 3
v,I , 8,400 18-30_-50 _6
_x , 14,700 0-8/8-18 .14 s
X II,.111 15,950 18-30 17 2
xl , 12,635 18-30rJ0_ 18 ls

Xll II 36,000 0-8/18-30 25 _5

b)WeJdrained,deeplowfertilitysols
" inMillionCubic=Meters

Sourcesofbasicdatm:PAGASA,BureauofSo_andWawr_L
andNationalWaterRe=oumeCounciL

type, which is deep, of low fertility and acidic; and the presenc_ of a
relatively hilly and mountainousslope.Nevertheless,theregion'sa_lvan-
tagelie intheproductionlivestockand poultry andvariouseconomi(_trees.

Region IX

Although the region has a relatively low level of agricultura_ land
utilization, Region II was able to keep pace with other regions _n the
production of food crops. Itis blessed with a wet climate conducive fo_ food
crops production, and a river basin with a high storage capacity for
groundwater.
• Theregion ranked sixth in total production of agricultural crops. It,
however, lagged slightly behind the national average due to low prbduc-
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tion of commercial crops. Maximization of its land potential foragriculbare
can increase production since around 239,0430hectares of potential agricul-
tural land in the region can still be cultivated.

Region ro

Among the regions which have exceeded 100 percent utilizatio# of
their agricultural land Capability,Region IIIregistered the lowest. Itstbtal
agricultural crop production was unimpressive despite its fertile _jofl,
•topography, and large river basin, partly due to floods and typhoons.

Region IV

Region IV gave a very low performance in total crop production,
particularly in food crops. There are, however, 28,030 hectares of unused
agricultural land. By developing these, the region can improve its c_op

production although, like Region lII, it faces the frequent onslaugh_ of
destructive typhoons.

T_e 35(con_nuecl)

MISCELLANEOUS TOTAL ' -iREG_)N
ICAPABIUTYEXISTING%UTIL. CAPABIUTYEXISTING%UTIL.

• I

= 125,0791100 9.19. 2,1565 2,156,700999t I
II 10,594 71200 67.96 3,640,300 3,561,600 97_4

III 0 24,700 ERR 1,823,082 1,823,000 100.08
IV 1,448,958 59_00 4.11 4,756,016 4,664,400 98.07
V 3,659 4,000 109.32 1,763,199 1,763,400 100.01
Vl 2,553 6,400 250.69 2,022,311 2,009,800 9938
VII 11,362 8,700 7657 1,495,142 1,495,100 100o00
VIII 319,779 2,000 0.63 2,143,169 2,142,100 99.95
IX 28,592 3,800 13.29 1,868,154 1,610,500 8621
X 57,230 6,000 10.48 2,832,774 2,828,300 99_84
XI 0 9,900 ERR 3,169,275 3,168,700 99.98
Xll 750 4,500 600.00 2,329,323 2,326,500 9938

TOTAL 2,008,556 148,200 7.38 29,999,59029,550,100 9850

Sourceofbasicdata"Depar_entofAgriculture.
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Region V

Although agricultural land utilized for agricultural production ex-
ceeded the region's land capability, Region V failed to register a high level
of agricultural crop production. Again, the failure may be primarily
because the region is occasionally visited by typhoons.

Region VI

As a region blessed with a high storage capacity for groundwateT, a
vast fiat land and well-drained soil, Region VIaccounts fora high percenta_
of the country's total crop production. It ranks first in commercial crop
production and still possesses some potential tocompete with other regions
in terms of food crop production because of its natural endowments.

Tat_e36
VOLUMEOFPRODUCTION,BYKINDOFCROP,1981

(Inmelxtctons)

REGION FOOD COMMERCIAL ALL

I 1,680,035 161_048 1,851,083
II 1,811,711 41,572 1,853,283
III 1,887,853 207,365 2,0_2.18
IV 1,805,031 893,886 2,698,917
V 1,470,851 302,195 1,773,046
Vi 1,771,050 1,087,319 2.__A5,8_,369
VII 967,856 336,476 1,304,332
Vill 1,171,411 320595 1,492,006
IX 1,187,464 405,118 1,,592,,._
X 2,442,812 304,442 2,747,254
XI 4,498,550 1,081,221 5,579,771
XII 3,053,783 313,781 3,367,564

TOTAL 23,756,407 5,455,018 292.13,425

£,ourwofdata:BureauofAgriculturalSta_s_s.
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Tal_e37
INDEXOFAGRICULTURALCROPPRODUCllON,1957

1_ m, '.

EXkS;]NG
AGRI.LAND CROP (Inmaricl0n) I N D E X

REGION UTILIZATION

(Inheclares) Food Commercial AI Fi Ci i Ai
!

I 534_500 1,690,035 i61,046 I_51,083 3.16 0_0 3.46
II 678,300 1_811,711 41_72 1,953_83 2.67 0.06 2.73
III 777,300 1_87,853 .207_.9652,095,218 2.43 0.27 2.70
IV 1,477,500 1,805,031 893,886 2,698,917 1.22 0.60 1JB3
V 1,065,000 1,470,851 302,195 1,773,046 1.36 0.28 1.63
VI 037,300 1,771,050 1,087,319 2_58,3_) 2.19 I_.95 354
VII 506,600 967,856 336,476 1,304,332 1.91 0.66 2.57
VIII 578,400 1,171,411 320,595 1,492,036 2.03 0.,55 2.58
IX 741,500 1,187,464 405,118 1,592,582 1.60 0.55 2.15
X 702,900 2;442,812 304,442_.?,747,254 3.48 0.43 3.91
XI 921,900 4,498,550 1,081,221_5,579,771 4.88 1.17 6.05
XII 935,100 3,953,76___'._':313,7813,367,564 3.27 0.34 3.50

.... _l_. ......

TOTAL 9,746,700 23,758,407_5,455,01829_13,425 2.44 0.56:3.00 I

Region VII

In spite of its high land utilization rate, Region VHonly ranked ninth
in total crop production as a result of its low food crop output. One of i_s
major cons_aints is the inadequate surface water and storage capadty for
groundwater due to the low rainfall intensity and the absence of a river
basin.

Region VIII

Region VIII provides great promise given its good soil and to_og-
raphy. However, as in Regions llI, W, and V, its crops are often ravage a by
strong typhoons.

Region IX

Region IX's total crop production level can be characterized by its_ow
food crop production. Like Region VI, the area possesses great potential
to increase its food crop produce because of its fiat topography and f_rtilesoil.
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Region X

Although it ranked seventh in the production of-commercial crops,
Region IX's total crop production was relatively high because more than 75
percent of its output constituted food crops. The region enjoys climatic
conditions (Type Iand II)favorable to the growth of food crops des its
predominantly hilly and mountainous slopes.

Region xi

Region XI reigned over the rest of the archipelago in both food and
commercial crop production. Some of the comparative advantages are its
favorable climate; its larger storage capacity for groundwater, both of
which areconducive for food crop production; and its topograph 3.... _ich
also favors commercial crop production.

Region Xll

Although Region XIIranked third in total agricultural production, its
volume of commercial crops was below the national average. He.. +._er,
since it has similar structural endowments as Region XI, the region still has
a great potential for increasing food and commercial crop production.

The preceding analyses underscore the important role structural
factors play in agricultural production. That is, because the regions possess
varied natural endowments, there are accompanying interregional differ-
ences in their volume of agricultural production.

Of course, there remain cases where regions facing similar structural
constraints still exhibited wide difference in their performance, particularly
in the agricultural sector. Several reasons can be cited, one of whi.' the
difference in the methods each region used to physically modify its land
and manage the inputs--espscially in irrigation development and other
capital investments----for higher land productivity.

Another reason can be the difference in land utilization rates. One can

observe that regions with a high volume in crop production arethose with
high utilization rates for their agricultural land. However, this relation-
ship does not hold true for Regions V, VII, X, and II.

INFRASTRUCTURE AND REGIONAL PERFORMANCF

Regional allocation of infrastructure projects and the provision of
public services areoften considered important determinants of the regions'
economic and social development. Table 38 starts off the analysis in this
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Table38
ECONOMICINFRASTRUCTURE

%OFI-_DS %OFiRRIGATION=
REGION/INDICATORROADDENSn'Y_ ENERGIZED DEVELOPMENT

PHILIPPINES 0.52 57J) 49,15

NCR 4.71 97'8
I 0.56 64,7 61.18
II 0.30 502 50.63
III 0.71 79.9 61.67
IV 0.39 62J0 57.79
V 0.49 44.8 48.25
VI 0.68 .34.6 56A7
VII 0.71 399 4024
Vlll 0.39 26.4 73.94
IX ;).52 34.4 48£0
X 0.52 55.4 30.51
Xl 0.50 489 36'81
XII 0.49 403 28.19

t Over_ region'stomlandarea.
=Overi_tenllallyinigablalandendNIA.

nourished children and hospital bed-to-population ratio. Similarly, a slg-
nificant relationship existed between infant mortality rate and life expect-
an_, and the ratio of barangay health stations to population.

The difference among the regions' economic performance can be
explained not only by the level but also by the adequacy and quality of the
infrastructure expenditure of government in the regions. To evaluate this,
one should measure the impact of government spending on the decision of
private entrepreneurs to invest in the region (the crowding-in effect). In a
developing country, itis reasonable to presume that its government spend-
ing on infrastructure would, in general, tend to encourage private invest-
ment. The extent of the private sector's response to government spending
will, in turn, depend on whether these public investments are deemed
relevant and sufficient for the requirements of private investors.

To test the "crowding-in" effect or the responsiveness of theprivate
sector to government spending on infrastructure in the regions, we re-
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_," Tal_ 39 l

SOCIALINFRASTRUCTURE

% OFHOUSEHOLDS'HOSPITALBED MEDICALMANPOWERe REGIONALHEALTH BARANGAYHEALTH
"R_ WfLEVELIII POPULATION POPULATION UNITS-POPULATION STATIONSTO
_IOCATOR WATERSUPPLY RATIO RATIO PATIO POPULATIONRATIO

PHILIPPINES 363 1_629 1:1203 1:28129 1:6870

NCR 78.6 1246 1:1479 1:29160 1_729
I 26.9 1:815 1:731 1:19407 1:4725
II 63 I_806 1:863 1:22275 1:4969
lU 29.8 1:877 1:1264 1:31228 15540 k[
N 39.5 1:812 1:952 1:28690 1:6063
V 35.4 1:805 1:1104 134890 15979
VI 21.7 1:1104 1:1354 1:41001 1:6312

• VII 30.4 1:705 12186 1:31001 15766
VIII 37.2 1:1044 1:1827 1:20857 1:5826
IX 22.2 1:950 1:1204 133660 1:19523
X 49.7 1_ 1:1877 1:26319 1:5686
XI 25.4 1:837 1:2351 1:47973 1:6205

Xll 17.8 1:774 1:1239 129610 1:6729

• Medi_manlpoweriod_esellmedalpmor,_bdudingdectm,nurm,pmmd_ e¢.



Table40
CORRELATIONMATRIXOFECONOMICDEVELOPMENTiNDiCATORS

ANDINFRASTRUCTURE

INDICATOR PCGRDP AR RD %HHEN %HHWS

PerCapitaGRDP(PCGRDP)1.00000

AverageFamilyIncome(AFI) .87454 1.00000

RoadDensity(RD) .00639 _ 1.00000

%ofHouseholdsEnergized
(%HHEN) .73617 .93229 .71213 1.00000

%ofHouseholdswithLevelIII
WaterSupply(%HHWS) .77863 .65486 .79089 .615481.00000

gressed government construction with total private investment per region
using annual data coveting the 1975-1987 period. The government con-
struction variable islaggedup to threeyears. Table 42 summarizes the results
of the regressions.

Government spending on infrastructure in Region I significantly
affected private investment after a two-year lag, and the private sector
response was highly positive. This implies that government spending was
relatively effective in the region. As shown in the earlier analysis, Region I
was one of the areas that performed fairly well.

In Region If, government spending in infrastructure became signifi-
cant after a one-period lag. The response of the private sector is minimal,
however, as represented by the small coefficient. Region II lagged behind
the other regions in terms of economic performance, partly because
infrastructure spending b_tthe government failed to adequately encourage
private investment. Such government spending also had no significant
impact on private investment in Region III,

Region W, one of the better performing regions, showed a significant
relationship between the two variables after a two-period lag, although the
impact was small. Much of the growth in this region can be explained by the
spillover of manufacturing activity from the metropolis rather than by any
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..,. Table41 []
'_ CORRELATIONMATRIXOFSOCIALDEVELOPMENTINDICATORSANDINFRASTRUCTURE

I

INDICATOR %CH ALE IMR %HHWS HBPD RHUS MMCHP BHUS

%ofCNk_nSevere_/Underwe_(%CH) tO0000

AverageLifeF_xpecta_(ALE) -.33392 1.00000

InfantModaJ'dyRate(IMR) .29953 -.98474 1.00000

%ofHouseholdswith

LevelIIIWaterSupply(%HHWS) -.23895 .39832 -.41548 1.00000

HospitalBed-PopulalbnRalJo(HBPD) .51017 -.t2150 .17202 -.68015 1.00000

RaUoofRe_ Hea_Urns 1toPo_ (RHUS) -21722 -.I0547 .17647 -,_609 -.02701 1.00000

MeclcalMap)werComplementforHealth
Popu_ Ralio(MMCHP) -32195 -.07669 .17906 22946 -24246 .44157 1.00000

RaUoofBarangayHeanhstares



P,_owa!Eomom/¢

increase in government construction. Region V, which lagged behind in
terms of economic development, showed no significant relationship be-
tween government spending in infrastructure and private sector invest-
ment.

In the case of Region VI, private investment and government invest-
merit were positive and highly correlated despite the region's dismal
performance during the period. The collapse of the sugar industry, rather
than any inadequacy or inefficacy of infrastructure spending by the gov-
ernrnent, mairdy contributed to the lukewarm investment climate in this
region.

In Region VIII, another lagging region, no significant relationship
existed between the two variables even up to a three-period lag.

In Regions IX, X, and XI--three areas that performed well--the
private sector responded significantly to government spending. On the
otherhand, despite Region XII'scredible performance, its investors' response
to government spending was insignificant, indicating that there were other
factors,aside from effective infrastructure support, influencing the region's
development.

The NCR, which gave an unimpressive performance during the
period, showed a high response of private investment to government
construction expenditure. Note that the NCR was most affected by the
economic crisis of the eighties and by the spillover effects of investments to
Region IV during this period.

For most regions, however, the adequacy and effectiveness of gov-
ernment spending on infrastructure (as manifested by the response of the
private sector to these expenditures) partly explain the differences among
their economic performance. From the results in this section, one can glean
a few lessons. Foremost among which is the importance of right govern-
ment infrastructure projects for each region.
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Table42 (continued)

REGION NO LAG ONELAG TWOLAGS THREELAGS

VIII -0.163 0.059 0.437 0_3_

(-0.734) (0..35o) (1.557) (0.792)
(.0.04o) (-0.067) (0.125) (-0.043)
(-0.539) (0.123) (2.424) (0.628)

IX 0.713 0.826 0.68 -0.057

(2.99)* (3.157)* (1.533) (-1.452)
(0.399) (0.449) (0.059) (0.260)
(8.961) (9.967) (1.316) (2.583)

X 5.673 6.897 7.664 6.957

(2.350)* (3,611)° (2.828)" (1.322)
(0.528) (0.523) (0.412) (0.077)
(7.11O) (13.041) (8.005) (1.749)

Xl 1.490 2.454 2.715 2.487

(1.657) (2.925)" (2.549)" (1.475_
(0.127) (0.407) (0.355) (0.116)
(2.744) (6.557) (6.496) (2.176)

Xll 0.644 -0.152 -0.343 -0.326

(0.839) (-0.167) (-0.832) (-0.427)
(-0.025) (-0.096) (0.121) (-0_100)
(0.703) (0.035) (1.687) (o.182)

NCR 10.533 17.038 15.088 -0.143

(1.367) (2.907)° (1.762) (-1.537)
(0.455) (0.404) (0.174) (0.448)
(5.603) (8.449) (3.105) (4.653)

Nele:F_'es inparenlhe_below_ ¢=effcientsareT-Sla_lk:s,AdjustedRSquaredvalu_andF
Statics.mspectiv_.

" SigaificaNat Ihe 5 percentlev_.
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REGIONAL MOBILIZATION
AND ALLOCATION OF
FINANCIAL RESOURCES

ment is a hard nut to crack. For one, such development
depends on each region's (a) resources, which are the binding

constraints, and (b)ability toefficiently mobilize and allocate such resources.
In this chapter, the second factor will be given some focus. Chapter V is
divided into three major sections. The first part presents a framework for
analyzing regional resource mobilization and allocation. The second and
third sections discuss mobilization and allocation of regional resources
through the banking and fiscal systems, respectively.

ANALYTICAL FRAMEWORK

Mobilization and allocation of financial resources at the regional level
may be effected through the banking and fiscal systems, as shown in Chart
13. Under this framework, the existence of the underground economy is
ruled out. This does not mean, however, that the underground economy is
small and unimportant.

Ideally, agreat proportioa of theregion's resources is mobilized by the
banking system, which lends them to the private sector. This ability of the
banking system to mobilize funds may be weakened by inappropriate
policies. For example, a restrictive bank entry policy hinders competition.
Protected banks usually do not have any incentive to introduce innovative
services that can generate more deposits. Low ceilings on deposit rates,
especially during high inflationary periods, also weaken intermediation.

Whenever funds mobilized by the banking system in a certain region
and under a freer environment are inadequate to meet the demand for
loans, funds from banks in surplus regions are often expected to be
redirected into the region in need. Ifstill inadequate, then additional funds
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from the Central Bank's rediscounting window and special creditprograms
may be resorted to by the region. These funds could substitute, instead of
complement, mobilized deposits ,if priced cheaply as the Philippines had
expedemc_ in the peat (seeLamberte and Lira 1987).

In the same manner, the efficiency of the banking system in allocating
resources couldbe undermined by inappropriate policies.

Ceilings on lending rates tend to misallocate resources since banks
maybe obliged to accommodate projects with low rates of return. Deposits
mobilized in the region may leak out "ifthere are inadequate investment
opportunities or bankable borrowers in the said region. In the past, the
government responded to such situation by regulating the outflow of funds
through the deposit retention scheme, instead of improving the hank,ability
of bormw_s and profitability of projects by providing adequate infra-
structure, such as farm-to-market roads, post-harvest facilities, etc.

On the fiscal side, the government mobilizes financial resources
through taxand non-tax sources and allocates them according to itspriorities.
The system of mobilizing 0nd allocating financial resources in the region is
admittedly more complicated since both the local and the national gov-
ernment are involved in those activities.

Each region's ability to mobilize resources partly depends on the
authority vested on it by the national government. For example, its taxing.
power may be limited, and therefore, revenues it can generate will be small.
On the other hand, a region's ability to mobilize resources can also be
hindered by its own inefficiency in raising funds despite the taxing power
and adequate taxbasegranted to it.

Fiscal resources in each region may be augmented by aids and grants
from the national government. Here, the issue of equity versus efficiency
in the allocation of aids and grants to regions becomes crucial in devising a
system of allocation.

As in the case of banks, a region's efficiency in allocating its resources
can be undermined by certain regulations or impositions by the national,
government.: For example, the region may be forced to share the cost of
putting up a certain physical infrastructure thatbrings very little benefits to
the region. Or the national government may require the local government
to allocate a certain proportion of their revenues to certain projects/
activities. This is akin to the loan portfolio requirement of banks.

Resources mobilized fora region can also leak out of the system. There
areat least two mechanisms forrids.One is when the local units arerequired
to remit acertain proportion of their revenues from particular sources_The
other is when the national government directly mobilizes resources from
the region. The various loan portfolio requirements discussed in Chapter II
are examples of such policies. Unless sufficiently compensated by aids and
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__ION AND FRO_EC_ FORREC_ONALGRO_

grants from the national goyemment, these leakages can hinder the r_gion
from attaining its optimal level of expenditure.

THE BANKING SYSTEM

A region's ability to mobilize and allocate resources thmugl Lthe
banking system is partly determined by the presence and numl_ ._rof
banking institutions in the region. In his study using a combination oJ time
series and cross-section regional data, Lamberte (1987) found th_ I the
"institution" elasticity is significantly greater than one. That is, nore
financial savings can be mobilized in the region by increasing the nu nber
of financial institutions. Tables 43 to 45 give information on the hum1 el"of
bank offices per region for three selected years: 1980, 1985 and 1988. I

The growth in the number of banking offices has been uneven a_ong
region_ In fact, some regions experienced a decline in the numl_er of
banking institutions during the indicated periods. It should be note_ that
several banks failed in the mid-1980s, when the economy experienced its
worst crisis.

The density ratio tells the extent of banking services availab] : per
municipality/city. As the tables show, banking services have beer con-
centrated in the NCR and further increased in 1985 and 1988. The 1_CR's

density ratio was 22 times higher than the next highest ratio (that of R ._ion
III). In contrast, the absence of banking services was evident in 1:)orer
regions. For instance, not all municipalities/cities in Region VIII iLada
bank.

The ratio of total bank assets to the total number of banking 0 ffices
per region serves as a rough indicator of bank efficiency in res ,urce
mobilization (Tables 43 to 45 for 1980, 1985, and 1988, respectively The
tables show that the ratio was highest in the NCR: at least six times nore
than the next highest ratio. In 1980, the efficiency in resource mobili; ation
among the remaining 12regions did not significantly vary from each bther.
But over time, the variation has widened. The banking system in some
regions in the Visayas and Mindanao were more efficient'tban th, _e in
RegionsIIIand IV,areasadjacent to theNCR. Forinstance, theaveragq bank
asset in Region VIIIin 1988 was higher than that in Region W. Interesl ngly,
banks inpoorer regions were notnecessarily inefficient resource mobi izers.

Determining whether resources mobilized by the banking syst ._min
each region are sufficient to meet the credit requirements of the re_ion is
indeed very difficult due to inadequate information on, say, the ol_timal
credit requirement by a region. A rather rough indicator of self-finanCing--
that is; the ratio of loanport folio to total bank deposits for each region_-was
used instead. The ratios for the 13regions are also shown in Tables 45to 45
and are depicted in Chart 14.
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Tal_43
RESOURCEMOBIUZAI_NTHROUGHTHEBANKINGSYSTEM.

DECB_BER1980
(Amountsinmilionpesos)

{1) (2} (3) (4) (s) (b') F)
BANKING LON_ DENSITY

REGION OFFICES RESOURCESPORTFOLIO OEPOSI'rS RATN3* (2_1) (3)/(4)

NCR 932 174_23 94,710 69_]47 106.4 186._ 1.36
I 273 3,127 1,624 2,059 1.8 11.45 0.79 !.

111 1,625 1,150 579 1.1 14.64 i.99 !
III 400 5,966 3,729 3,050 43 14.92 1.22 ,¢
IV 476 4,533 2,434 2,944 2.8 9.,52 0.83
V 156 1,625 1,110 792 1.7 10.42 1.40

Vf 264 5,985 4,233 2,122 2.9 22.67 1.99

"iVII 212 4,599 3,621 2,542 2.2 21.69 1.42 '
VIII 95 1,000 661 510 0.7 1053 1.30
IX 71 1,039 615 588 1.0 14.63 1.05

X 155 2,128 1,442 1,097 1.5 13.73 1.31 _.
XI 188 2,052 1,989 1,,_ 3.0 15.17 1.25 ,.%

Xll 76 1,192 800 536 0.9 15.28 1.49

l" Re_iosofthenumberoffinar_olf_,Iototelmunicipalitiesandd_ i_,'egi_

Sources:FacfSookP/d_ll_Ram¢/#Sy_m,1980. 1f@



-, Tal_ 44M
RESOURCEMOBILIZATIONTHROUGHTHEBANKINGSYSTEM

DECEMBER1_5
(_oms_re,ionpesos)

(t) (2). . (3) (4) {5) . (6) (7)
BA_tNG LOAN DENSITY

REGION OFFICES RESOURCESPORTFOLIO DEPOSITS RATIO' (2)/(1) (3)/(4)

NCR 1075 403,264 149,991 121,887 125.0 375.13 1.23
I 274 6,461 2,190 4,766 1.9 23.58 0.46
II I12 2,829 1;614 1,261 1.1 25.26 1.28 ,=_
II1 3.98 11,042 4,445 7,442 4.8 27.74 0.60
1V 512 9328 3,496 6,831 3.5 19.20 0.51
V 148 3,939 1,601 1,640 1.6 20.33 0.98 n

VI 257 11,175 7,930 4,929 2.9 43.48 1.43
Vli 221 8,814 3,481 6,478 2.5 39.88 0.54
VIII 93 2,016 979 1,193 0.6 21.68 0.82
IX 74 2,262 880 1,596 1.0 30.57 0.55
X 163 3,984 1,970 2,330 1.6 24.44 0.85
XI 184 6,088 2,926 3,916 2.9 33.09 0.75
Xli 86 2,352 1,085 1,306 0.9 27.35 0.83

* Ra_osolthe r_mbe'ofP,i-¢_l olrcesIo tolalmunicip_r_esend_ perregim.

Sources:Fac___B__.._ _ b'ys/_ 1985.



Tal_e45
RESOURCEMOBILIZATION_IROUGH1tiEBANKING

DB_BIBER1_8
(_x_ts fnmizenpesos)

(t) (2) (3) (4) _ (_ (7)e_u_m LOAN o.__rrY
REGION OFF:ICESRESOURCESPORTFOLIODEPOSITS RATIO (2)/(1) (3)/(4)

NCR 1083 391,592 132,670 158,247 147.1 36158 0.84
I 270 9,435 2,792 7,926 2.2 34.94 0.35
II 109 3,071 1,135 2,322 1.3 28.17 0.49
III 369 15,658 6,465 11,971 6.6 42.43 0.54
IV 516 15,377 5,208 11,852 4.6 29.80 0.44 .
V 141 4270 1,621 3,149 1.9 30.28 0.51

VI 253 14,023 7,567 8,658 2.2 55.43 0.87
Vii 213 14,555 5,723 11,933 2.9 68.38 0.48
Viii 85 3,148 1,038 2,412 0.9 37.04 0.48
IX 74 3,376 822 2,855 1.3 48.62 0.29
X 155 5,692 2,093 4,228 1.9 36.72 0.49

XI 184 9,281 3,776 6,490 3.6 50.44 0.58
XII 86 3,234 916 2,390 1.2 37.60 0.38

' R_tiosof'_lenumberolfin_cieloffioesIololalmu_idpelit_eslinddriesI_' region.

Sour(e:FactBook_Fi_u_Sjn;Im, 19e_.
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I_gionalMobili_ian andAllocationofFinancialP_saurcm

In 1980, all regions except for two, obtained ratios greater than one. It
means that external resources could have been used to augment the depos-
its mobilized by hanks in the regions and thus meet their respective credit
requinm_ats. Borrowings from the Central Bank accounted for a larger
portion of externally-sourced funds. It is to be noted that the rediscounting
policy in 1980 was very generous. The ratios in all regions only fell in 1985
as a result of the economy-wide crisis. They declined further in 1988 as
banks preferred to remain liquid in the light of continuing political
uncertainties. It is difficult to interpret the ratios since the economy went
through different states during the years included in the analysis. How-
ever, if the ratios in 1980, which was abetter year than 1985 and 1988, were
to serve as abenchmark, then itcanbe said that deposits mobilized by banks
were insufficient to meet the credit requirements of each region.

Nevertheless, there remains a great potential for mobilizing deposits
in the regions. Table 46 shows estimates of the marginal propensity to save
(MI_) out of current income of households by region. The estimates were
obtained using the 1985 Family Income and Expenditures Survey. Itcan be
observed that household saving propensities widely differed across regions.
Interestingly, all regions except for one obtained estimated MPS greater
than that of the NCR. This savings potential could be mobilized by the
banking system if proper monetary and banking policies were effected.

THE FISCAL SYSTEM

The national government encourages local autonomy of the regions
because local.governments can _lso become effective partners in develop-
ment. This, however, can only happen when they are self-reliant. To be
deemed autonomous, a.local government must have the power to raise a
substantial portion of its revenue from sources it controls, and its offices
must be independent of external administrative regulations. Conversely,
a region is said to be dependent when it subsists on grants from the national
government and is administratively controlled and supervised by it (Bird
1978).

The Fiscal System of Local Governments

The local governments in the country are composed of provinces,
municipalities, cities and bai'angays. Each has roles detailed in the Local
Government Code (Batas Pambansa Blg. 337, 10 February 1983). Provinces
are tasked to coordinate local services in the municipalities within their
respective jurisdictions. Municipalities, on the other hand, perform basic
services for their residents such as maintaining markets and slaughter-
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Table46
ESTIMATEDSAVINGSEQUATIONS,CURRENTINCOMEMODEL:

ALLHOUSEHOLDSBYREGION

REGION CONST. Y R2 CONST. Y DR R2

I *7353 0.438 0.70 -6389 0.438 -1418 0.70
(-18.8)*(53.4)* (-0.3)-(53.4)* (-1.0)

U -3460 0.334 0.48 -2074 0.335 -2233 0.48
(-7.0)" (27.9)" (-2.0)**(28.0)* (-1.5)

III -13289 0,493 0.66-12411 0.493 -1272 0.66

(-27,7)*(58,0)* (-I0.3)*(58.0)*(0.8)

IV -8387 0.465 0.86 -8008 0.466 -2104 0.66

(-29.9)* (68.2)* (-10.7)* (68,2)* (-2.0)*"

V -5966 0.399 0.54 -4194 0.400 -2733 0.54
(-18.8)* (35.5)* (-5.0)* (35.6)* (-2.3)*

Vl -10419 0.558 0.77 -8562 0.557 -2934 0.77
(-24.6)*(71.8)* (-7.8)*(71.7)*(-1.8)

VII -5019 0.456 0.72 -2525 0.456 -4100 0.73
(-17.5)* (58.8)* (-3.9)* (59.3)* (-4.3)*

VIII -5052 0.421 0.60 -4066 0.422 -1569 0.60
(-15.8)* (36.2)* (-5.7)* (36.3)* (_1.5)

K -i1600 0.698 0,86 -9697 0.699 -2744 0.87
(-29,9)* (70,8)* (-8,5)* (71.0)° (-1.8)

X -15266 0.775 0,95-13612 0,775 -2497 0,95
(-32.7)* (128.1)* (-9.3)*(128.1)* (-1.2)

_N -13664 0.673 0.86 -10788 0.673 -4244 0.86
(-30.7)* (82.4)* (-8.1)* (82.5)* (-2.3)**

XI -10954 0,563 0.75 -8944 0.563 -2853 0.75
(-22,9)° (47,1)° (-5.9)*(47.2)*(-1.4)

NCR -12352 0.380 0.73 -7194 0.380 -7354 0.74
(-16.2)*(82.1)* (-2.8)"(82.0),(-2.1)**

Not_: Numbers Inparenth_ aret-value, R_denotesad)ustKI¢o_ldent o|d_rmlnatlon,
K'Jlgnlflcantat the I% level; *'<_snlflcan! at the5% level;
Y=I h_u,,_holddi_poslibleinmme in p_F,_;;S_Househol'l _vlnge In peso_;
ORml_)ependen¢_/ratin

._urco: I.amb,erte,MawioB.and Rom¢,,0M. Bauflsta="CompaeatlveSavln8 BehaviorofRural
and Ueban llouseholds: 1[he Philipldnes, 1985:' (November 1989).
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houses, municipal high schools, or public utilities such as waterworks and
irrigationsystems.Cities,which areadministrativelyindependentfrom
theirrespectiveprovinces,arealso responsible forcoordinatingand
delivering basic services as defined in their charters (de Guzman 1983).
Barangays were created primarily to provide a forum forcitizen participation
althoughtheyhaverocentlybecometheprimaryplanningandimplementing
units of gove_t programs (Yoingco and Guevara 1989).

Local gov_nts" taxing powers have been defined by the central
government throu__the enactment of the Real Property Tax Code (PD 464,
20 May 1974) and _e Local Tax Code (PD 231, 28 lune 1973). The other
revenue-raising powers of local governments are also provided for in the
Local Tax Code.

Theirnon-tax revenues consist Of receipts from econormc enterprises
such as markets, slaughterhouses and public utilities, and other fees and
charges. Apart from the locally-derived revenues, local governments also
receive a share in the revenues of the national government in the form of
aidsandallotments.14TheyhavealsobeenauthorizedunderPD 752(25July
1975)to obtaincreditand loansfrom thenationalgovernmentand gov-
ernmentfinancial institutions.

The national govenunent exercises control and supervision over
these local governments" finances through the Department of Finance. It
prescribes the manner in which the national allotments and aids are to be
used. Yoingco and Guevara (1989) noted that all local governments are
required to spend 20 percent of their internal revenue allotment to devel-
opment projects as defined and approved by the Department of Local
Government, an office under the Philippines* executive branch. This office
fixes the criteria used by local governments to allocate even the locally-
generated funds.

In other instances, local governments are compelled to implement
national programs and bear certain financial statutory obligations. De
G_ (1983) claimed that these practices result to virtual control of local
fiscal policy, destroying LGUS"responsibility for autonomy or self-gov-
eminent.

The Real Property Tax

The real property tax is imposed on lands and their improvement. For
provinces and municipalities, the tax rate has been set at one-fourth of one
percent to one-half of one percent of real properties" assessed value. For
cities, the tax rate may range from one-half of one percent to two percent.



I_1RALIZA_ AND_ PORi_K_IAL GB_rIH

To determine the assessed value, the Code provides the foltowmg schedule
of assessment levels according to actual use:

Land Ass_rnent Level
(Percent of Market Value)

Residential 30
Agricultural 40
Industrial and Commercial 50

Building and Improvements

Residential 15 to 80
Agricultural 40 to 80
Commercial and Industrial 50 to 80

The proceeds from the tax accrue entirely to local governm_ _ts.The
national government formulates the policies and standards for he real
property tax. Special Education Fund Tax(SEF),a tax of one percen _on the
same taxable assessed value, is added. Prior to EO 189 (10 June 1_87), 80
percent of the SEF tax collections accrued to local governments _chile 20
percent was remitted to the national treasury. EO 189 reversed the Lsharing
scheme with 80 percent accruing to the national treasury and 20 _-ent to
local governments. Problems of non-remittance of the national share by
local governments have prompted some quarters to consider the possibility
of giving the entire proceeds of the SEFtax to local govemments.l

Local Taxes

The national government fixes the rates of local taxes. Lo _1 gov-
ernments, on the other hand, collect permits and regulatory fee for the
operation of markets and public utilities. Their taxing powers area located
to provinces, municipalities, and cities. Barangays are assigned ' ainimal
taxing powers although there are views that they should not be g _venany
at all.

The powers of provinces include, among others, the impositi m of tax
on transfer of real property ownership,the franchise tax, the occu ttion tax
and the amusement tax. Municipalities are empowered to impos0a tax on
business based on _gross receipts. Among the three tiers of the local
government, cities have the broadest taxing powers. A city may impose
provincial and municipal taxes at higher rates subject to the limitations
provided in the Code.
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The Fiscal Performance of Local Governments

Revenue ettort is an indicator of local governments' fiscal perform-
ance. It is defined as the ratio of local government revenues to gross
domestic product. The local governments" low revenueeffort indicates the
ineffectiveness of the local fiscal system. For the period 1985-1989, the
revenue effort of local governments averaged at only 0.78 percent. This
means that for the period considered, the local governments wei'e able to
collect only 0.78 in local taxes forevery one hundred pesos produced by the
economy. In prior years, local revenue effort fared better (Table 47).

Because local governments were unable to finance their expenditures,
they had to depend on the aids and allotments from the national govern-
ment. For the past five years, national aids and allotments accounted foran
average of 43 percent of the total income of local governments (Table 48).
Theseaids and allotments explain thesurpluses reported in the consolidated
incomeand expenditure accounts of local governments (Table 49).TheLGUs
would have been unable to meet their expenditure requirements had they
relied on their own resources only.

A breakdown of the local revenue efforts of all regions is given in
Table 50. The NCR led other regions as the most revenue productive,

•although its revenue effort of 1.17 in 1987 compared poorly with its 1.57
revenue effort in 1983. Region I, with its 1.08 performance, was the second
most productive area in 1987although the rate was lower than its revenue
effort of 131 in 1983. Region HIexperienced the same decline: 1.01 in 1987
and 1.04 in 1983.

In general, revenue efforts in all regions except Regions II and V
declined between 1983and"1987,While theintention todevelop the region--
notably, thoseoutsidetheNCR-Region IIIand IVaxis---was strong, adequate
revenues were not raised to finance local development expenditures.
Computation of the buoyancy of local taxes for 1987 (Chart 15) gives the_
same information. Is

Available data (1983-1987) Onthe incomes and expenditures of local
goVernmefit units (LGUs)by region are given inTables 51 to 55. These data
tell the same story: the LGU's dependence on the national government's
revenue allotments fora large share of their income. 16"17To illustrate, there
were only two regions, namely, NCR and Region IU, whose allotments from
the national government were less than 30 percent of their income, i.e., 15.5

d_nY_Tp_ue percentchangeinlocalrevenuesdividedbypercentchangeingross

I,-w Tables51and52haveaslightlydiffenmtreportin8formatcomparedtoTables53to55.
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Table47
REVI_IUEEFFORTOFLOCALGOVF.PJWENTUNITS

198,5- 1989

YEAR LOCALREVENUE' GROSSDOMESTIC REVENUEEFi_RT
PRODUCT2 (%)

(P M) (P M) (P M)
(1) (2) (3)

1975 1,350 114,697 1.18

1976 1,399 135,272 1.03

1977 1,980 154226 1.28

1978 2,230 177,669 1.26

1979 2,525 217,543 1.16

1980 2,779 264,650 1.05

1981 3,454 305,258" 1.13

1982 3,658 340,597 1.07

1983 4,245 384,096 1.12

1984 4,902 540,466 0.91

1985 5,373 612,684 0.88

1986 5,706 624,429 0.91

1987 6,067 708,368 0.86

1988 6,657 825,707 0.81

Source:Oe_ ofFilance.
Excludesnation_eidsandgnznls.

Soume:Na_ boomeAccounts.
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Table48
SOURCEOFLOCAL.GOVERNMENTINCOME,1975-1989

ITEM/YEAR 1975 1976 1977 1978 1979 1980 1981 1982 1983 1984 1985 1986 1987 1988 1989

TOTALINCOME 100% 100% 100%1(X)%100% 100% 100%100% 100%100% 100% 100% 100% 100%100%

Localso_'ce 60.9959.95 662.4 68.14 63.1364.45 63.58 58.86 5854 61.39 57.50 58.88 62.86 53.5451.98

RevenuefromlaxatJon35.0134.24 36.47 39.4438.43 36.29 34.02 31.6034.97 36.40 31.86 34.45 38.0230.75 29.30 _.
L

Realproperlytaxes 15.63 15.77 19.612056 19.98 19.04 19.6618.10 21.6023.48 17#.520.20 1334 15.1214.52
Businesstaxes 19.38 18.47 16.86 18.8818.45 17.25 14.36 13.5013.37 12.92 14.61 14.1624.68 15.6314.78

Non-taxrevenues 25.9825.7I 29.77 29.7024.70 28.16 2956 27.2624.57 24.99 25.64 24.43 24.84 22.7922.68

Receiptslromeconomic6.96 733 7.69 7.38 635 6.38 7.97 8.16 7.91 7.92 7.99 8.82 856 15.0313.76
enterprises

Fees,chages&ob_ 19.02 18.3822.08 21.32 18.3521.78 2159 19.10 16.66 17.0"717.65 15.6116.34 7.76 8.92 _.
receipts

GrantsandaJlolments39.00 40.08 33.7531.97 36.86 35.55 38.4241.15 40.45 38.60 43.18 41.09 37.1546.9648.03 _'

NIo_ents 28.4728.92 25.79 23.61 29.68 28.71 30.3835.45 3533 33.52 37.08 36.1632.48 36.9940.64 "

Nationalaids 10.5311.14 7.96 8.38 7.20 6.84 6.04 5.70 5.12 5.08 6.12 4.93 4.67 9.97 7.39
.-.z

Soun:e: LocelRevenueEnfocementDivir_ andBumeuoft,_at GovemmentFinanoe.



Table49
• CONSOUDATEDINCOMEANDEXPENDITURESOFLOCALGOVERNMENTUNITS(LGUs)

._L

(Inbil}ionpesos)
1075 197"6 1077 1978 1979 1960 1981 1982 1983 1964 19_5 1868 196'7 1968 19_9 1¢_J0

Proem. _

INCOME

I.o(:alectJce 1350 1_1(J91.980 2.234 2'525 2.779 3.454 3.6_8 4_-_454.q_Z 8.373 5.708 6987 _ 9.093 9.964

Revenuefrcfllta_calJ(xl 0.T/5 0.7_9 1.(_0 1.29_ 1.537 1.565 1"648 1.964 2.493 2.907 .3.155 3.524 3.665 4.0e4 5.998 6.874

Rea]plopellyta_ces 0.348 0.3£_80.586 0.074 0.789 0,821 1.068 1.125 1.540 1.875. 1.951 2.258 2375 2.670 3.678 4_61
. Busklessta.x_s '0.429 0.431 0.504 0.619 0.738 0.744 0.780 0.839 0.953 1.032 1.204 1.266 1.290 1.414 2320 2593

NOrl-taxrev_ 0575 0Ida0 0.890 0.941 0.988 1.214 1.606 1.694 1.752 1.995 5.218 2.182 2.402 2.573 3'095 3310

_shl_lleC_q_11ic 0.154 0.171 0.230 0.242 0.254 0.275 0.433 0.507 0.564 0.632 0.691 0.788 0,822 0.911 1.100 1244
_se_ m

Fees,d"Blgesartd 0.421 0.429 0.660 0.699 0.734 0.939 1.173 1.18"/ 1.188 t..363 4...5,27t.394 t..580 t.682 1._ 2.068
o_ receipls-

Grdntsandall_glerlt9 0.883 0.9_5 1'0¢9 1.048 1.474 1.533 1378 2557 2.884 3.082 3.735 3"6R) 3.._J44.488 6.861 7.412

BIRalfoallerll_. 0.630 0.675 0.771 0.774 1.188 1.238 1'050 2.,'3)32.519 2.678 3.205 3229 3.142 3.974 6.1@0 8.846
Na6orzalaids 0.233 0.260 0.2'38 02;'4 0.288 0.295 0328 0354 0.385 0.408 0"630 0.441 0.452 0.514 0_561 0.566

TOTALBICOME 2.213 2334 2.969 3282 3.999 4.312 5.432 6.2t5 7.129 7.98412.106 9376 9.66111.145 15.754 17_96

EXPEN01TURES

Cuml_pecdbm 1581 2'027 2.528 2_47 3332 3.148 4,4t9 5.131 5184 8505 7.48 0'018 s_ 9'517 11345 12.182

Generalgovemmerd 0.447 0.483 0.597 0_87 0'824 0.916 1.3|5 1.460 1545 1.780 2_41 2.327 2£_:_92.902 3327 3'578
PlJI01cwetParean(J 0..539 0.616 0.7220.758 0,872 0.718 0.8_9 1.014 1238 1.449 1.753 1.930 2'0_0 2.298 2"640 2,824

JntemaJsate:y
Economlcdevelopmerlt0,3_6 0.384 0.497 0_ 0_52 0.982 0.829 1.025 1.241 1374 "I.673 1_76 1.695 2.018 2.720 2.977
Oli'llerCtialges 0J_0 0'544 0.712 0.747 0.784 0532 1A16 1.832 1580 t.qO2 2_13 2.0_5 2.101 2183 2_48 2583

Capblout_As 0321 0181 0186 0,3_ 0.44_ 0582 0.659 0587 0.15290581 0588 0,808 0587 0,733 3'0_0 4383

TOTALEXI_=NBTLIRE8 2,202 2,388 2.914 _237 3.781 3._80 $.078 5,828 6513 ?_6 0348 8.626 9.12210,2S0 15580 16,545

SURPLUS 0.011 .0'054 0.075 0.045 0.218 0'0&2 0184 0_3870.816 0J88 3.760 0.750 0.539 _ 0.740 0'0_1

Seum:Le_ Rmmer_ Okktenmd8ummdt_ad_ovun_m
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Table50REVENUEEFFORT,BYREGION1983-1987

1983 1984 1985 1"
GROSS REVENUE GROSS REVENUE GROSS REVENUE

LOCAL DOMESTICEFFORT LOCAL DOMESTICEFFORT LOCAL DOMESTICEFFORT I

REVENUE'PRODUCT= (%) REVENUEPROOUCT (%) REVENUEPROOUCT (%) J
(PM) (PM) [(1H2)] (PM) (PM) [(1)-(2)] (PM) (PM) [(1)-(2)] I(1) (2) (3) (1) (2) (3) (1) (2) (3)

I 202 15,475 131 199 22,378 0.89 256 27,452 0.93
II 75 10,763 0.70 79 15,448 0.51 99 16,723 059
III 377 36,072 1.04 418 52'009 0.80 ,508 58,663 0.86
iV 493 56,847 0.87 497 81,291 0.61 555 92,707 0.60
V 100 12,525 0.80 106 17,739 0.60 115 20,991 0.55
VI 266 28,830 0.92 275 40,760 0.67 285 42,676 0.67
VII 218 25,525 0_5 267 36,936 0.72 298 41;174 0.72
Viii 75 8,431 0.89 80 11,659 0.68 107 16,525 0.65
IX 90 13,185 0.68 122 18,,546 0.66 134 21,516 0..62
X 151 18,046 0.84 171 27,736 0.62 199 32,858 0.61

XI 224 24,947 0.90 191 38,944 0.49 293 45,018 0.65
XII 84 12,826 0.65 106 18,967 0.56 107 22,675 0.47

NCR 1,890 !20,626 157 1,798 158'053 1.14 1,958 I73,686 1.13
OVERALL 4,245 384,098 1.11 4,309 540,467 0.80 4,914 12,665 0.80

"Source:_ Sm_fcW'Ye_r, 19e9.



RegionalMobilization and Allocation ofFinancialResources

Tal:_e50(con_nued)

1986 1987

GROSS REVENUE GROSS REVENUE
LOCAL DOMESTICEFFORT LOCAL DOMESTICEFFORT

REVENUEPRODUCT (%) REVENUEPRODUCT (%)
(PM) (PM) [(1)-(2)] (PM) (PM) [(1)-(2)]
(1) (2) (3) (1) (2) (3)

I 284 28,149 1.01 331 30,577 1.08
II 119 14,276 0.83 117 16,152 0.72
III 547 56,424 0.97 632 62,638 1.01
IV 568 94,491 0.60 661 104;713 0.63
V 167 20,511 0.81 228 22,265 1.02
VI 288 40,719 0,71 326 45,805 0.71

VII 347 42,924 0.81 375 48,846 0.77
VIII 119 16,652 0.71 125 18,553 0.67
IX 97 21,901 0.44 119 24,106 0.49
x 210 33,e44 0.62 231 38,116 0.61
XI 261 45,354 058 286 51,939 0.55
XII 113 23,377 0.49 131 26,002 0..50

NCR 2,141 186,008 1.15 2,517 215,753 1.17
OVERALL5,260 624,430 0.84 6,078 705,467 0.86

1Source:DepartmentofF_anos,exdudesnalionalaidsandgrants.
=Source:_Stafa_alYearbo_ 1989.

percent for NCR and 28.8 percent for Region ]]I during the three-year
period (1985-1987). Allotments comprised more than 50 percent of total
income for Regions VI, VIII, IX and XII. For Regions ], II, IV, V, VII, X, and
XI, allotments ranged from 38 percent to 48.0 percent of total-income.

Revenue Performances of the Real Property Tax

The real property tax is a major revenue source for local governments.
From 1985 to 1989, its contribution to local income averaged around 16
percent.Thecomparablefigure for 1975- 1984was 19.3percent(Table48).

Giventhe importanceof the property tax to localfinance,it is sad to
notethatits potentialto generaterevenueshas notbeen fullytapped. This
is indicatedby the low collectionefficiencyof localgovernments(seeTable
56).is

xsCollectionefficiencyis defined as the ratio of realpropertytaxcollecti_ to real
propertylaxcollectibleordue_
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Table52
CONSOLIDATEDINCOMEANDEXPENDITUREOF LOCALGOVERNMENTUNITS-BYREGION

CALJBIDARYEAR1984
(in pesos)

ITEM/YEAR 1 II III IV Y Yt VIE VIII tX X Xl Xll TOTAL

INCOME
Localsource 19g 79 418 500 105 275 267 81 122 17 191 105 2,513

horntaxation 92 31 166 237 46 142 117 36 32 90 106 50 1,144
8usfnesstaxes 36 16 77 69 23 53 60 17 18 41 53 23 508
Realpropmlytaxes 56 15 88 148 22 89 57 19 14 46 54 27 637 _..

NorHaxrevenue 107 48 253 263 59 132 150 45 90 81 .84 55 1,368

_¢ebtsi_omeoonomicenterpdse 48 22 170 111 18 41 50 14 25 33 28 19 578 >,,¢halgesandolherreceipts 59 25 63 153 42 91. 100 31 65 48 56 36 790

!

Aidsandallotments 201 133 313 367 185 292 254 171 154 227 249 140 2,686
Nationafaids 32 1,919 92 56 23 24 23 1; 10 39 40 19 388 •
tntemalrevenueandspedrcallotments 169 113 221 311 163 269 232 160 144 188 2_9 120 2298

TOTALINCOME 400 212 731 867 291 567 521 251 276 398 430 246 5,199

EXPENDITURES

C,t_entexpe_ilures 404 185 660 760 254 517 417 226 219 329 399 213 4,584 :3"
GeneraJgovemment 143 73 172 249 100 156 125 77 75 106 110 74 1,461
PublicwalfareandinternaJsafety 57 25 112 118 32 98 78 34 28 50 74 23 728
Economicdevelopm_t 106 34 227 240 47 136 1;4 53 49 74 107 46 1,235 j

Capitaloutlay 33 17 75 84 19 48 89 18 24 48 61 29 546

|-" TOTALEXPENDITURES 437 202 736 844 273 565 506 244 243 377 460 243 5,130



-" Table53 I

CONSOLIDATEDINCOMEANDEXPEi_)ITURESOFLOCALGOVERNMENTUNITS,BYREGION
CALENDARYEAR1g85

(Inmillionpesos)

ITEM_EN:I I II IH IV V VI VII Vlll IX X Xt ..XH NOR TOTAL

,,'tO.E,LocaJsouroe 256 99 _ 555 114 285 298 108 133 19g 263 107 1,958 4,914

FtevenuefromtaWion 106 40 187 254 53 131 138 40 45 .97 116 53 1,432 2,696
Businesstaxes 44 22 89 97 25 56 73 19 30 48 66 26 808 1,204
Reelpfoper_/taxes 62 15 98 157 28 75 65 21 t5 49 52 27 824 1,492

Non-taxrevenue 150 59 321 301 61 154 160 68 88 102 173 54 S_ 2,218
Receipts(rame(:on_ice_ses 50 23 198 123 19 48 43 16 21 _ 35 19 61 691
Fees,d_ges an(Iolherreceipls 100 36 123 178 42 106 117 52 67 67 140 35 4(t5 1,,_/

Aidsanda_zmerds 256 183 375 475 231 365 256 214 182 262 312 171 451 3,7_
Internalrev_ueandspec_celloiznents 228 135 264 40_ 199 337 240 188 lr_) 223 241 148 4_ 3,205
NationaleJds 28 48 111 72 32 28 16 26 13 39 71 23. 23 530

TOTAL[NCOME 512 282 883 1,030 345 650 554 322 315 461 605 278 2,4(_ 8,64g

EXPENOITIJRES

Curt'eraexpendilures 459 243 799 8_ 331 580 474 268 238 379 489 241 2,113 7,480
Generalgovernment 163 95 196 2_ 114 115 145 84 95 123 131 87 348 2041
Put_icwelfare_d 69 31 138 146 39 112 89, 41 28 66 94 26 875 I,'F'_

inroadsafety
Economicdeveloi_lent 11t 66 316 L_5 103 130 104 70 56 107 106 71 227 1,673
Oli_rchs,'g_ 116, 51 149 230 75 163 _36 73 5_ 83 158 57 _3 2,013

outley _ 21 87 90 20 53 30 35 8 S2 106 34 806 868

TOTALEXPENDITURF.S 485 264 886 9_6 35! 633 504 303 246 431 594 275 2,419 8,348

,S_me:BureauolL.omlGo_rmmt Ftnen_k,_ust1,19_.



TaUe,54
CONSOLIDATEDINCOMEANDEXPENDITURESOFLOCALGOVERNMENTUNITS-BYREGION

CALENDARYEAR1986
(inmaionpesos),

REMtYEAR I H HI N V Vi VI Viii IX X Xl Xll NCR TOTAL

INCOME
Localsource _205 120 546 569 166 268 347 119 97 210 201 1t3 2,141 5,;59

Revenue_omtaxadon 115 46 230 311 63 198 156 47 42 105 135 05 1,576 3,077
Businesstaxes 49 35 98 105 25 62 75 20 22 41 67 25 649 1.265
Fleelpropertytaxes 66 21 132 203 58 104 81 27 20 64 68 40 929 1,612 _-

[Non-taxrevenue 170 74 316 258 83 122 191 72 58 105 120 48 563 2.162
R¢_ii0_fromeconom¢:enteqmes 69 27 Z_I 145 21 53 60 17 20 45 39 21 71 768
F_Bs,d_rgesan(loS'_rrec_o_ 101 47 115 113 62 69 131 55 35 60 87 27 492 1,384

Ai_ _xlalblmenW 302 162 322 489 221 365 275 230 194 267 282 164 397 3,670
Internalrewnueandspecificallo_ents 257 144 207 428 201 333 247 198 165 213 249 151 376 3.229
Nt_onals_s 45 18 55 61 20 32 28 32 29 54 33 13 21 441

TOTALINCOME 587 282 868 1,058 357 653 622 349 291 477 548 277 2,538 8,929 l
EXPEkl)II"URES

Curre_expenditures 520 246 818 952 328 606 562 283 257 429 460 264 2,283 6.018
Generalgovernment 187 100 233 346 130 199 172 102 105 137 149 102 386 2,347 •
Publicwalfareand 73 37 173 157 40 146 104 43 31 67 95 33 956 1,954

internalsafety i

Economicdeve_pmer_t 134 52 262 175 96 136 129 77 70 137 107 70 239 1,_0
OU'mrcharges 135 57 150 270 62 125 157 61 51 .98 105 59 705 2.027 '

C,q_ ou'dsy 34 14 51 34 14 22 20 22 11 39 74 20 193 _05 -

• lTOTALEXPENDIIURES ,553 260 869 1,046 342 629 592 .305 269 468 534 284 2,476 8,626

-" SURPLUS(DEFICIT) 34 22 {1) 12 45 25 20 44 23 9 9 (7) 62 303
._z

Sours: Bu_u of_ Go_m_t France.



.=. Table55
CONSOUDATEDINCOMEANDEXPENDrrURESOFLOCALGOVERNMENTUNITS-BYREGION

CALENDARYEARi987

(inmiltionpesos)

fl'EM/YEAR I II III IV V Vl VII Vfll IX X XI Xll NCR TOTAL

INCOME
Locaisource 33t 117 632 661 228 326 375 125 119 231 286 '_31 2,517 6,078

Revenuelromtaxat_n 154 50 247 379 65 198 197 71 46 122 157 69 1,922 3,677
Businesstexes 93 27 161 270 42 137 118 50 26 80 90 51 1,242 2,387
Realp_operlytaxes 61 23 86 t09 23 61 79 21 20 42 67 18 680 t,290

=¢,j

Nor_taxrevenue 177 67 385 282 163 128 178 54 78 109 129 62 595 2,402 _o
Receiptsfromeoonomicenterprises 47 27 215 120 25 65 63 19 19 52 53 25 92 822 _j
Fees,chargesar¢lo_errece_ots 130 40 170 162 138 63 115 35 54 57 76 37 503 1,580

Aidsandallolrnents 302 107 337 450 174 368 300 224 187 278 287 157 421 3,592
BIRaitotments 261 92 25_ 388 t'40 337 27'r 207 168 213 251 147 414 3,140
Nationa_aids 41 15 86 62 34 31 29 17 19 65 36 I0 7 452

TOTALINCOME 633 22i 969 1,111 402 694 675 349 306 509 573 .288 2,938 9,671

EXPENDITURES

Currentexpenditures 574 181 632 978 365 635 614 304 278 478 485 281 2,479 8,534
Generalgovernment 211 78 256 372 148 231 196 121 117 166 161 108 493 2,658
Publicwe_lareandinternalsafely 80 27 194 159 48 139 187 48 40 112 97 57 892 2,080
Economicdevelopment 165 33 264 159 63 140 125 67 77 137 81 75 309 1,695
Othercharges 118 43 168 288 106 125 106 -_3 44 63 145 41 785 2,101

Cal:_taloutlay 22 14 54 78 27 22 57 20 25 23 60 7 178 587

TOTALEXPENDITURES 595 195 936 1,056 392 657 671 324 303 501 545 288 2,657 9,'_2'_

I ....... t

Source:Lo_ RevenueEnfommenlDi_sion,
BureauofLocalGovernmenlRnance.



Tal_56
(X)LLECTIONEFFICIENCYOFTHEREALPROPERTYTAX

ByLocalGovernment,1976-1978

LGU 1976 1977 1978 1979 1980 1961 lg_. 1983 1984 1985 1986 1987 1988 AVERAGE

Provinces 48.74 43.97 46.21 46.15 5026 44.22 44.42 46.62 46.05 40.34 41.8 41.67 44.4 42.05

Cites 52.6 54.25 50.41 48.16 46.8 52.07 47.92 50.71 50.46 48.88 44.90 43.32 52.30 46.50 _..

NCR 51.30 63.95 51.10 6524" 67.95 66.22 70.65 71.88 71.84 65.43 61.05 70.77 67.94 66.30 !
Overall 50.54 55.02 48.90 57.22 58.58 56.44 57.50 59.40 59.29 52.93 51.33 55.57 57.36 54.27

Soume:DepartmentofRnance _L

[
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I_CENIRAI._7_ATIONAND FI_O_UI_ FOR_AL GROWTH

On the average, local governments were able to collect only around
half of what is due from the real properties. From 1985 to 1988, provinces
and cities had an average collection efficiency of only 42 percent and 46
percent, respectively. The national average for the given period registered
at only 54 percent. On the other hand, the NCR averaged 66 percent.

Note that the increase in collection efficiencies in 1987 and 1988 is

hardly indicative of an improvedcollection machinery. The real property
tax amnesty granted back in 1986 generated additional revenues which
were reflected in the collection in the later years.

A breakdown of the collection efficiency of the real property tax per
region for the years 1976-1987 is given in Table 57. By comparing the last
two years (1987 and 1988)with the precedingyears (say, 1985and 1986) one
notes an increase in collection efficiency in most of the regions.

Nevertheless, one should also note the revenue potential of the real
property tax.Forinstance, by comparing 1986and 1988collection efficiencies,
one notices how the NCR, Regions I, II,VI, VII,VIII, and X increased their
collections from the real property tax. In sum, although the LGUs were
aware of the potentials of this form of tax, they still failed to fully exploit its
opportunities.

Tax delinquency continues to beset local governments in their ad-
ministration of the real property tax. In a 1986 survey, respondents from
provinces and municipalities in particular, ranked tax delinquency as their
most important local problem) 9Reasons for the low collection efficiency
have been cited by several studies. For instance, a 1975 survey by the
National Tax Research Center identified (a) poverty of taxpayers; and (b)
the lack of trained personnel in the office of the local treasurer as causes
of tax delinquency. Despite the relatively low tax rates, some landowners
ignored their tax obligations in favor of basic needs such as food and
education. In a later survey, collectors' hesitance to resort to legal means
in the collection of delinquent taxes was found to compound the problem.

Under the Real Property Tax Code, local governments are empow-
ered to collect delinquent taxes through the following means:

a) Distraint of personal property;
b) Sale of real property at public auction;
c) Collection of tax through the courts.

However, the local government failed to effectively exercise these
options.

]_ See Prantilla, eta/., 1986.
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Table57
COLLECTIONEFFICiEI/GYOFTHEREALPROPERTYTAX,BYREGION1976-1_8

REGION/YEAR 1976 I977' 1978 1979 1980 198t 1982 1983 1984 1985 1986 1987 1988

I 5238 48.90 48.91 66.97 50.45 4734 4924 50.68 5756 53.98 58.73 5731
II 30.11 25.69 25.41 43.81 3223 34.02 32.86 34.95 32.46 29.24 34.59 39.10
111 43.94 4551 4358 50,87 32.75 43.79 4432 42.91 40.05 4123 4059 42,81

IV 65.06 57.70 57.12 78.01 37.90 54.73 5623 53.09 4733 5258 45.12 46.00 I_
V 32.06 39.50 3922 49.62 30.55 34.40 34.56 3732 29.90 3890 30.79 37.13
Vf 54.99 5833 5459 6458 63.15 6029 59.81 56.97 39.60 42.78 49.08 57.02

VII 42.40 37.78 41.87 6632 5124 44.83 45.98 45.70 34.04 36.73 37.40 57.62

VI[I 46.44 41.73 4226 39.13 40.98 4139 46.95 40`80 37.40 30,86 38.70 45.75 z.
IX 42.73 3226 32,89 37.43 3429 32,87 3239 35.65 3120 34.13 31.65 31.04 ==
X 52.01 52.13 48.69 64.86 39.98 47.04 49.66 4528 46.73 45.67 4636 47.73

XI 51.44 49A8 4951 62`81 5253 4129 46.12 45.00 41`82 44.15 41.71 4036

XIt 50.05 4422 38.67 41.75 40.61 34.12 32.80 31.95 3622 3023 14.20 38.71 _=.P"
NCR 5127 50.86 6524 61.09 6622 6521 66.58 6557 65.43 61.05 84.44 67.94 ,._

CAR 52.43 i
Overall 5054 4922 57.22 5858 56.44 50,81 59.47 5929 52.83 5133 5932 5736 .

CAR: CordilleraAutonomousRegion.
,.= Source: Deparlmentof Rnance.
4==
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DECENTRALIZATIONAND PROSI'_C'_FORREGIONALGROWTH

The difficulty in establishing ownership of properties poses alother
problem in tax collection. Such problem arises when properties are Spld or
transferred without the assessor's knowledge of the change in own_ship.
Cases where the assessment rolls contained names of deceased property
owners have also been reported. Worse, collectors have to dea_ with
inefficient record management. Records are often maintained madually,
making it very difficult to create a systematic monitoring syste m. i

Corollary to, this is the problem of underassessment. This is l_irgely
due to the LGUs lack of basic tools, like tax maws which link tl_e real
property in the field with the tax recordat the assessor s office. Further_nore,
inadequate local personnel trained in taxassessment and valuation p_gues
the LGUs.

The other factors behind the delinquency problem are relat_ t to a
taxpayer's so-caned tax ethics. This refers to the attitudinal and beha _ioral
orientation of the taxpayers with respect to tax compliance (Vogel 1')79).

In a study by Guevara 2°,delinquency was found to be conw ;rsely
related with (a) education; (b) tax ethics; and (c) the perception of e ]uity.
Thus, delinquency existed more among the less educated and those who
were less disposed toward tax compliance. Itwas also noted among those

who viewed that the tax_sysfem is inequitable. All these percel_tions
stemmed from the public s belief that there are more taxevaders amol _gthe
rich and individuals with political backing.

Guevara's study indicated that not all delinquent taxes c, n be
collected through legal remedies. Legal remedies can only be suce ,ssful
when applied on delinquent properties with high assessed'values. This
conclusion concurs with a statement made in another study, to wit: ", _hen
one or two delinquents account for the vast proportion of largest (ielin-
quents, legal remedies are likely to be the most effective approach to
alleviate the problem. On the other hand, where even the largest of delin-
quents is quite small, extra-legal remedies may be a more effective solution. "2_
Tax campaigns at the barangay level and publication of the list of delin-
quent taxpayers are examples of extra-legal remedies.

The apparent control by the national government (through the De-
partment of Finance) on certain aspects of property tax administration has
likewise limited the revenue-raising capacity of local governments from
this source. The national government has set the revaluation of properties
for purposes of the real property tax to once every three years. Hence, for
three consecutive years following a revaluation, the tax is pegged at the
same schedule of market values.

= See Guevara (1981).

See Maxwell School, Syracuse University (1981).
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This scheme is not even realistic. Note, for instance, that the schedule

of market values that are currently used by assessors is based on the
revaluation done back in 1981-1982. Because of several postponements by

the national government, the revised 1981-82 schedule of market values
was only allowed to take effect on 1 July 1987 as part of the 1986 Tax Reform
Package. Table 58 has an inventory of the laws relating to the revaluation
of properties_

Moreover, the use of partial assessments has further narrowed the
base of the real property tax. 22The adoption of the full assessment system
has been suggested in the past. National government is likewise likely to
define hence, limitMthe coverage of the real property tax. The Code
enumerates a number of exempt properties such as those owned or oper-

ated by government corporations. A review of these exemptions is in order.

Revenue Performance of Local Taxes

The revenues from local business taxation as shown in Table 48

amounted to around 16.8 percent of the total income during the years 1985

to 1989. In the previous years, business taxes accounted for around 16.1
percent of total income.

In 1987, only the NCR was able to generate as much as 23 percent of
income from local business taxes. Three other regions (Regions II, VII, and
XI) generated two-digit figures while the rest (Regions I, III, IV, V, VI, VIII,
IX, X, and XII) had business tax collections of around 7.7 percent of their

totallocalincome. RegionV had thelowest shareat5.7percent, whileNCR
garnered the highest, at 23.1 percent.

Note in Table 59 that non-tax revenues (i.e., those generated mostly"

as fees, charges, permits and other local impositions) was sizeable for local
governments in the various regions. In Region V, proceeds from regulatory
fees and other local charges constituted 40.5 percent of local income, while
those in Region VIII had a 15.5 percent share of local income. For the other
regions, the non-tax revenues ranged from 18.4 percent (Region VI) to 39.7
percent (Region III) share of total income. In the NCR, non-tax revenues
accounted for 20.2 percent of local income.

Local governments that wish to increase their revenues.by increasing
certain tax rates cannot do so because such power is beyond their discretion.
The Local Tax Code defines the nature of taxes and fixes the rates of the taxes

assigned to local governments. These tax rates have not been amended since
the Code was enacted in 1973. Even the rates of fees and charges that local

22 Partial assessment is a form of assessment _ which the assessed value on which the tax

rate is imposed is computed as a percentage of the total market value of the taxable property.
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Table58
LAWSRELATEDTOTHEGENERALREVISIONOFPROPERTY

ASSESSMENTS
I

PD1621 EffectiveJanuary1, 1983,lle decreemandate__tat
thegeneralrevisionofpropertyassessmentsbe,ldone
onceineverythreeyearsfromJuly1,1981toJuqe30,
1982.

EO812 StartingJanuary1,1985,theorderextendedtheI_eriod
forthe1981-1982generalrevisionofpropertyasl(sess-
mentsto June30,1984.

AssessmentRegulation

1-84 Orderedthegradualimplementationof thereused
assessmentsofrealproperlyinCYs1985,198_Iand
1987.

EO1019 Resetthestartofcollectionolrealpropertytaxes
ontherevisedrealpropertyassessmentsonJanuS,/1,
1988insteadof1985. :

EO73 ResettheeffectivityoftherevisedvaluesonJanu,lU'y1,
1987insteadof1988.

MemorandumOrder

No.77 SuspendedtheimplementationofEO73unlilJune30,
1987.
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Table59
COBPONEI/13OFLOCALINCOMEOFLGU&BYREGION,1967

(_pe_er_)

I tl II_ Iv v vl vii viii Ix x xw xll NOR

INCOME 100% 100% 100% 100% 100% 100% 100% 100% 100% 100% 100% 100% 100%

- Reallxopertylax 14.7 12.0 16.6 24.3 10.4 19.7 17.5 14.3 8.5 15.7 15.7 17.7 42.3

- Businesslax 9.6 10,3 8.9 9.8 5.7 6.8 11.7 6.0 6.5 82 11.7 6.2 23.1

- Non-taxrevenues 27.9 29,9 39.7 25,4 40,5 18.4 26,4 15.5 23,8 21.4 22.5 21.5 20.2

- AJds/_tolments 47.7 47,8 343 40.5 43.3 53,0 44.4 64.2 61.1 54.6 50.t 54.4 143
_;.

Source:Table55. i
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governments may collect have been fixed by the national gover_ment.
Similarly, the allowable net profit that local governments may reali_e from
investments and public u tili ties has been limi ted to ten percent of the_capital
invested. The government, furthermore, pre-empted the LGUs fronh using
the more productive taxes such as the income tax, the sales tax, _nd the
customs duties (Yoingco and Guevara 1989). Because of these limi tations on
the revenue capabilities, local governments face difficulties in coping with

the rising cost of administration and the demands of deliverin$ basic
services.

Central control or limitation extends as well to the scope or coverage of
the taxes, further constricting the already narrow local tax base. In t_e case
of provinces, for instance, the Code has exempted broadcast stations,
television firms and electric utilities from paying the franchise tax. Tl-lesame
is true with the provincial tax on business of printing and publi :ation.
Under the Code, the tax cannot be imposed on persons engaged in the
printing of newspapers and magazines that appear at regular inte _vals.

In other cases, the failure to use taxing powers stemmed fr(_m the
absence of tax bases, a problem more pronounced in the provinc._s and
municipalities. The business taxes of municipalities and the amusement tax
of provinces have no tax bases since most of the business activiti_!s take
place in the urban areas. Thus, areas such as Region IV and the NCR realize
relatively bigger revenues.

Local governments are equally responsible for their poo_ fiscal
performance because of their own administrative inefficiencies. For in-
stance, they have been quite lax in imposing the business tax. The common
practice has been to simply require taxpayers to file a sworn declaration of

their gross business receipts. Yet, not all taxpayers declare their t_ue or
correct gross receipts. Hence, there is a need to countercheck the d_clara-
tions.

Then again, tlae public's knowledge about tax may simply b_ inad-

equate. In a survey done by Guevara (!981), taxpayers wrongly presumed
that their income was the tax base to be used in assessing their real property
tax, and that such tax was collected and administered by the national
government.

Because of the preceding factors, local governments' ability to!maxi-

mize their present revenue sources is weakened, thus, making thepossi-
bility that they will be granted additional taxing powers more remote than
ever.

National Allotment for LGUs

Local government units often face a fiscal gap (defined as the differ-

ence between the revenues raised and spending responsibilities). Re,ional
I
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expenditures usually exceed the region's taxable and other revenue-raising
capabilities. To fill the fiscal gap and offset the low taxable capacity of some
regions, the national government transfers funds to the local government
units in the form of allotments and aids.

The following are the reasons for the allotment (Caoili 1972):

1. To standardize the provision of services in the regions;
2. To provide financial support to national government projects

implemented through the local governments;
3. To exercise more effective control over local governments.

This section now reviews the allotment system and determines the

impact of national allotments on regional development.

Review of the Allotment System to Local Government

Before 1973, revenues were transferred or allotted to local government
units through separate legislations. There were two internal revenue allot-
ments: the regular and special allotments. The regular allotment was a
portion of the total internal revenue taxes after deducting shares of special
funds. On the other hand, the special allotment was composed of shares from
certain national taxes collected by local units within their boundaries. The

arrangement resulted in a complex system of revenue sharing.

Of the taxes collected by the national governmen t, the biggest amount
shared to local governments came from the proceeds of the excess income
tax. RA 2443 (20 June 1969) provided local units 30 percent of the current
year's proceeds over those of 1959 from the income tax collected within
their jurisdictions. _ In1970,out of the total of 82.6 million thecities received
from the excess it_come tax collections, the national government alloted 69.3
million or 84 percent to cities, and 13.1 million or 16 percent to provinces.
Moreover, out of the total share of cities and provinces, a large portion went
to a few favored local units. 2+

PD 144, promulgated in 1973, revised the allotment system. It inte-
grated into a single simplified scheme the two allotment methods for
internal revenue taxes. The local government units' •share was pegged at 20
percent of the national internal revenue collections based on the third
preceding fiscal year.

RA6110enactedon I September1969changed the1959base year to the immediately
preceding10-yearperiod.

•u SeeNational TaxResearchCenter, (1979).
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i

PD 114underwent severalamendments.2SPD 1741(31October_980),

the latestamendment, providesthattheallotmentof localgovernment

unitsshallbe amaximum of20percentofthenetgeneralfundcolle_ion26

ofthe nationalgovernment duringthethirdyearprecedingtheyearthe
allotmentisgiven.From the totalamount, I0 percentisallotedtothe

barangays.The remainderisallocatedasfollows:

30percenttoprovinces;

45 percent to municipalities; and ,
25 percent to cities

The share of each local government unit is based on weighted fa_tors:
population, 70 percent; land area, 20 percent; and equal sharing, 10 pel'cent.
The total allotment of any local government unit cannot be increased by
more than 25 percerit Of, nor set less than, its actual allocation for the

preceding year.

No less than 20 percent of the allotment received by a local gqvern-

ment unit under the decree can be apportioned and used by the recipient
local government for development purposes.

In addition to the regular (integrated) internal revenue allotmei _t, an
additional specific tax allotment is provided for under PD 436 (13 _,pril
1974) as amended. It granted local government units a share in the sp _ific
taxes levied on certain petroleum products. These shares were in lieu _)f the
additional gasoline tax that would have been collected by citie,, and
municipalities had PD 426 (30 March 1974) not repealed it.

The specific tax allotment is based on the collection from the sp _cific
taxes on petroleum products during the second year imrnediately preo _ing
the current year the allotment is given. The share of local governme hts is
as follows:

20 percentto provinces;
30 percent to municipalities; and
50 percent to cities.

Amendments to PD 144 are PD 559,issued on April 21,1974; PD 898,issued on 3 l_arch

1976; PD 937, issued on 27 May 1976; PD 2231, issued on 4November 1977, and PD 1741, i_sued
on 31 October 1980.

" This is defined as revenues collected less share of special funds. The latter r*er to

budgetary funds which are created by law to facilitate the planning and the execution of
particular activities by earmarking specific tax and non-tax earnings for their use.
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However, before the allotment is given, 25 percent of the aggregate
amount is set aside for the barangays. Each local unit gets its share based
on weighted factors specified earlier in this section.

In 1987, an additional amount was given to local government units to
supplement the specific tax allotment. Known as the Local Government
Revenue Stabilization Fund, the amount was provided to compensate for
the shortfall in the specific tax allotment at the 1986level. The said fund was
provided in the General Appropriations Act for 1987. Since that year, local
units receive such amount regularly through the yearly General Appropria-
tions Act.

Contribution of the Allotment to Local Revenues

National allotments are substantial portions of the local government
finance. More than one-third of the total local government revenues come
from national allotments as shown in Table 48. In absolute terms they
increased by more than six times from P630 million in 1975, two years after
PD 144 was enacted, to P3.9 billion in 1988 (Table 49).

The figures indicate that except for the NCR, the allotment substan-
tially and regularly contributed to the total income of each region. From
1985 to 1987 for example, more than 50 percent of the total revenues of
Regions VIII, IX,and XIIcame fromnational allotments (Tables 51-55). The
local governments generally depended on the allotments for their operation.

The tables also indicate the extent by which local units were unable to
raise revenues from their own sources. Note that the greater the LGUs'
ability to raise local revenues, the smaller the allotments from the total
revenues, and vice-versa.

Chart 16 shows the LGU's revenue dependence on allotments in 1983,
1985,and 19877_In general, LGUs' degree of dependence was lower in 1987
than in prior periods. The decline was sharp in some regions, such as in
Regions II and V.

In 1987, the NCR had a mere 14.3 percent dependence while Regions
III and W had 34.8 percent and 40.5 percent, respectively. The worst cases
were in Regions VI (53 percent), VIII (64.2percent), IX (61.1percent), X (54.6
percent), XI (50.1 percent), and XII (54.4 percent).

Regions that genera ted revenues from local sources were areas where
businesses were mostly concentrated. On the other hand, other regions
were alloted sizeable amounts because they failed to raise ad equate revenues
from their own sources. It must be reiterated that while there were indeed

constraints in raising local revenues, the regions did not maximize their

27 Revenue depend_mce = total grants and allotments/t0tal income.
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Chart 16
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Tab_60
NATIONALALLOTMENTSCOMPAREDWITHTOTALINCOMEAND

EXPENDITURESOFLOCALGOVERNMENTS
C¥1967

ALLOTMENTALLOII_IENT
TOTAL TOTAL TO TOTOTAL

•INCOMEEXPENDITURESTOTALINCC_EEXPENDITURES
REGIONALLOTMENT (PM) (PM) (%) (%)

NCR 414 2,938 2,657 14.1 15.6
I 251 633 596 41.2 43.8
II 92 224 195 41.1 47.2
Iii 251 969 936 25.9 26.8

IV 388 1,111 1,057 34.9 36.7
V 140 4O2 392 34.8 35.7
VI 337 694 657 48.5 51_3
Vii 271 674 671 40.2 40.4

VIII 207 349 324 59.3 63.9
IX 168 306 303 54.9 55.4
X 213 509 501 41.8 42.5
XI 251 573 544 43.8 46.1
XII 147 288 288 51.0 51.0

i

Teelincome=I._ _,xandnon-taxrevenuesplusallolmenlsendaid.

Sou_d dal¢ bxalTmzwyO_emtionsI_vidm,
BureauofL¢¢_GovernmentF_
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revenue-raising potential. Rather, they relied too much on national _Lllot-
ments to cover the fiscal gap. For as long as local governments are m able
to raise adequate local tax and non-tax revenues, they will continue _obe
dependent on (and to some extent, controlled by) the national governr _ent.

Yoingco and Guevara (1989) claimed that instead of stimulating local
governments to raise more tax revenues, the grants have had a substil _tive
effect. That is, local governments substituted grants for what would have
been higher tax revenues. 28Laureta (1982) later contested Yoingc( and
Guevara's view, believing that intergovernmental transfers do not s__bsti-
tute for local tax effort.

The allotment's impact on regional development can be f_rther

gauged by comparing its magnitude with the regions' total expendi_res.
Table 60 shows that for the year 1987, the allotments covered a substantial
proportion of total expenditures that varied from 16 percent to 64 pdrcent
across regions. In Regions VI, VIII, IX, and XII, more than 50 percent of
expenditures depended on allotments. In the other regions except the NCR,

allotments ranged from 35.7 percent (Region V) to 47.2 percent (Region II)
of total local expenditures.

' interestingly, the National Assistance to Local Government _Jnits
(NALGU) has been more than adequate to cover the regions' economic
development expenditures. In 1987, for instance, only one region had a
NALGU lower than its development expenditure (Chart 17).

Local Fiscal Administration

The decree on Local Fiscal Administration (PD 447 issued in _June
1974) directs the conduct and r_anagement of the financial affairs, brans-
actions and operations of LGUs, with the Secretary of Finance _s the
supervising agency. Thus, the Department of Finance formulate S and
executes fiscal policies affecting LGUs and provides them with policy
guidelines in the preparation of local budgets.

_n the early stage, the local executive is tasked to prepare the budget

• m3ci to submit it to the legislative council for approval. The local treasurer
il_rovincial, city or municipal) then provides technical and sta_ffservices to

the Chief Executive in budget preparation, authorization, execution and
accountability. The BP Blg. 337 (Local Government Code) specifically, rules
that •municipal treasurers are to be appointed by the Minister of Finance,
while the city and provincial treasurers are to be chosen by the President of
the Philippines.

Hence, to the pre-determined criteria for allocatlon of grants and aid (i. e., populaticm,
land area, and equal distribution) must be added the de facto "need" to fill the fiscal gap in the
1"e_ons.

Administrator
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Chart 17
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OE_LIZATION A_ PRO_ I_R REGIONAL GROWTI'I ;meTherearesome restrictionsinthe preparationoflocalbudgets,
ofthese,constraintsare:

1. Mandatory contributions to certain funds: i
a. Aid to government hospitals: five percent to seven perce_t of

LGU income; L

b. Aid to IntegratedNational Police: 18 percent of LGU inco_me;
c. Aid to barangays: not less than 500 per barangay.

2. Statutory reserves
a. For unforeseenexpenditures:twopercentofestimatedrev4nue

from regular sources;
b. For election expenses: one-fourth of their total expenditures

incurred in the last preceding local elections.

3. Statutory obligations to social security benefits, retirement gratui-

ties, reserve for money value of leave credits, subsistence of
prisoners, premium payments for insurance of government
properties and others.

Another set of restrictions concerns the actual use of resources_ For

example, in the case of allotments, the national government requires LGUs
to set aside 20 percent for development projects.

Note that performance budgeting has been used by LGUs since PD 447
was issued in 1974. However, the administrative machinery to make it

operational has not been successfully installed. As a case in point, local
treasury personnel are incapable of preparing realistic revenue an_ ex-

penditure estimates. These personnel often use the incremental budgeting
procedure, which relies on the past year's level of revenues and ex_.ndi-
tures and adds a mark-up to arrive at the projected budget. The resultlis an

unrealistic budget which eventually drives LGUs to seek supplemental
budgets (Yoingco and Guevara 1989).

The National Government's Expenditure Policy Institutional

Arrangements

As mentioned in Chapter II, the Integrated Reorganization Plan as
embodied in Presidential Decree No. 1 (1972) marked a turning point in

the devolution of government planning, programming and budgeting
functions. It mandated the subdivision of the country into 13 ( originally

from 11) regions for government administration purposes. Accordingly,

government departments were authorized to set up regional offices. A
Regional Development Council (RDC) was created in each region and
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charged with the coordination of planning activities in the regions. Later,
the RDCs' role was expanded to include monitoring the implementation
activities and providing recommendations on budgetary priorities (Bacani
1983).

With the issuance of Letter of Instructions 447 and 448 in 1976, a
regional budgeting system was instituted. Under this scheme, the budg-
eting process may be divided into three stages. First, regional offices of the
various departments are required toprepare their regional budgets accord-
ing to the priorities identified by the RDC in its Regional Development
Investment Program. The Department of Budget and Management (DBM)
then holds budget hearings at the regional level to review and evaluate the
budget proposals of the regional offices of various agencies.

Second, the sectoral activities of the different governmenf agencies
nationwide are prioritized.

Finally, after the sectoral (i.e., inter-agency/intersectoral) ranking of
budgetary demands are determined, the regional dimension of agency
budgets are ferreted out to yield a regionalized national budget. Thus,
"though regionalized, the national government budgeting system is yet in
essence more agency-based rather than area-based" (Manuel 1981).

Some RDCs criticized this system for failing to reflect the regions'
priorities as evidenced by the great disparity between the level and
composition of actual and proposed budget allotments (Manuel 1981).
Also, despite the delegation of administrative powers to the regional
offices, decentralization of substantial powers were more limited (Bacani
1983), partly due to (a) an inadequate supply of capable workforce at the
regional level; and (b) bureaucratic inertia. Nevertheless, "the determina-
tion of the regional breakdown of agency budgets is still essentially a
central office prerogative" (Manuel 1983).

Even after the seventies, gaps persisted for quite a while despite the
attempts to increase regional participation in the planning and budgeting
process. For example, before the New Disbursement Scheme (NDS) was
institutionalized, the funds release process, following legislative authori-
zation, involved two stages: (a) the issuance of the "advice of allotment" by
the DBM which authorized government agencies to enter into contracts;
and (b) the issuance of "cash disbursement ceiling" (CDC) which author-
ized agencies to issue warrants drawn against the national treasury so as to
pay for the obligation incurred. All government agencies with regional
units receive regionalized advice of allotment from the DBM.

On the other hand, other agencies with regional units, like the De-
partment of Education and Culture, Department of Health, Department of
Public Highways, etc., were funded via central office releases. Such
practice caused delays in the implementation of regional projects and, at
times, in the flow of funds originally intended for particular regions.
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When the NDS was implemented, the CDC was replaced b r the
"notice of cash allocation" (NCA). Unlike the previous scheme, the _ICA
is issued directly by the DBM to the regional offices/units of na [onal
government agencies to ensure that funds allocated to the regiox _ are
actually received by them.

Analysis of Regional Distribution of Government Expenditures

The Commission on Audit (COA) records regional distribution of
national and local government expenditures on an obligation basi_. The
Commission lumps both the allotment to the central office of agencies with
no regional offices, and those with regional offices but for some reason do

not receive their expenditure obligations on a regional basis, underI"gov-
ernment expenditures" in the NCR (where the central offices are u_ually
located).

On the other hand, the National Accounts Staff of the N_tional
Statistical Coordination Board (NSCB) combines (a) information_n the
regional allotments of expenditures of agencies (which have regiona_ units
that receive their funding at the central office) obtained from the DBI_, and
(b) the COA data to arrive at the distribution of government outlay_based
on where they are spent.

Thus, while the COA data include outlays to both the departments
with no regional offices and to the regions through the central office of
departments with regional offices under the NCR, the NSCB dath only
include outlays directed toward the former group; The national income
accounts may be more appropriate if government expenditures are viewed
solely as a component of aggregate demand. However, it should be noted
that the expenditures of agencies with no regional offices like the Office of

the President, the Departments of National Defense, Justice, Tc_urism,
Foreign Affairs, and others, benefit the other regions outside the I_CR.

Against this backdrop, this section considers two types of r_gional
government expenditures: direct and indirect. Outlays of government
agencies with no regional allotments constitute indirect regional ex_ndi-
tures and are assigned to the various regions based on allocation ratios.
Expenditures on agencies providing economic services are distributed
based on the contribution of the region to national gross value added. On
/he other hand, expenditures of agencies providing social services will be
allocated based onthe region's share to total population. Finally, outlays of
agencies providing general administration services will be distributed
based on the average of the first two allocators.

The change in the regional distribution of government expenditures
during the periods 1977-1979, 1983-1985, and 1987 is reviewed _iinthis
section. This, therefore, calls for a bias index which will measure govern-
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merit expenditure to the different regions relative to each region's economic
contribution. This index is defined as the ratio of government expenditures
in region i to total government expenditures divided by the ratio of gross
value added generated in region-i to total gross value added in the
country. It will vary, theoretically, from zero to infinity. An index value
less than unity implies that region i is receiving proportionately less sup-
port from the government than What it is contributing to the economy. An
index value greater than unity implies the opposite.

a) Distribution of Government Expenditures Across Regions Table 61
shows that when bothdirect and indirect current and capital expenditures
are considered, the NCR consistently constituted the lion's share in total
government expenditures. In fact, this share increased from an average of
23 percent in the late seventies to an average of over 40 percent in the
eighties. Regions IV and III ranked second and third in terms of their share

to total government outlays in 1977-1987, with 12 percent and 11 percent of
total government outlays, respectively. All the other regions received less
than five percent of the aggregate public expenditures.

The government's current outlays were mor e unevenly distributed
(as against capital expenditures), with the. NCR capturing almost 50
percent of all current government expenditures. During the period, three
to four regions each received more than 10 percent of the aggregate
government capital outlays: These were NCR and Regions II, III and IV
with the last two regions alternating in the top slots. Region XII obtained
more than five percent of all government capital expenditures Since 1979.

b) Bias Index for Regional Government Expenditures The par6ality to-
ward the NCR and Regions III and IV in the government's expenditure
policy becomes less pronounced when one uses the bias index rather than
the percentage share of the region in total government expenditures (Table
62 and Chart 18 for the indices). The bias index estimates for Regions I, II,
llI, V, VIII, and XII were consistently greater than unity in 1977-1987. In
1983-1987, the NCR likewise obtained a bias index with a value above

unity.

Such regional disparity with respect to the bias index is more glaring
when one looks at the relative distribution of capital outlays.

Thus, in terms of capital outlays to regions, Region IIwas the perennial

topnotcher during the entire period under study, followed by Regions VIII
and XII in second and third place, respectively.

Since the top recipients of capital, Regions !I and VIII, have consist-
ently occupied the lowest rungs of the per capita income ladder in the last
20 years, a few analysts perceive such findings as a proof that the govern-
ment has, in fact, made serious attempts to redress the existing regional
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Table61
ro PERCENTAGEDISTRIBUTIONOFGOVERNMENTEXPENDITURESACROSSREGIONS

1977-1979;1983-1985and1987

1977 1978 1979 1983

REGIONS TOTALCURRENTCAPITALTOTALCURRENTCAPITALTOTALCURRENTCAPITALTOTALCURRENTCAPITAL
"d

All 100.00 100.00 I00.00 100.00 100.00 100.00 t00.00 100.00 100.00 100.00 100.00 100.00

NCR 2323 30.46 12.92 22.80 30.99 1039 23.84 34.10 10`94 39.86 59.68 12.11

I 4.62 5.71 3.08 4,68 5.55 3.35 4.83 5.86 3.52 3.99 4.27 3.80 __
_1 7.63 3,67 1329 7,64 3.73 13.55 8.96 3.78 15.46 6.70 2.79 12.18 _:

III t320 8.35 20.13 12.63 7.95 19.71 10.76 7.34 15.06 1128 4.99 20.08
IV 13.46 11.39 16.42 13.34 il.48 16.15 12.75 10.53 15.54 1227 6,79 19,94
V 5.52 4.49 7.00 5.39 4.23 7.15 5.78 4.43 7.48 427 3,11 5.89
Vl 6.06 7.98 3.32 6.16 7.85 3.60 5.66 7.01 3.97 3,94 4,70 2.87
VII 5.25 6.14 3.97 5.54 6.16 4.60 5.38 5,87 4.77 3.00 2.53 3.67
VlU 4.52 3.70 5.69 4.55 3.63 5.63 4.65 3.98 5.49 3.26 2.31 4.58

tX 2.90 3.32 2.30 3.09 3.29 2.80 3.33 3.47 3.15 2.21 1.98 2.53
X 4.43 4.87 3.79 4.45 4.83 3.88 4.24 4.65 3.74 2.84 2.27 3.64
Xl 5.58 5.85 5.20 5.78 6.04 5.38 5.30 5.10 554 2.82 2.32 3.52
Xll 3.59 4.08 2.90 3.96 4.07 330 4.53 3.87 535 3.57 2.28 538



T_ 61(_)

1884 1985 1987

REGIONS TOTALCURRENTCAPITAL TOTALCURRENTCAPrI'AL TOTALCURRENTCAPITAL

AJl 100.00 100.00 100£0 100.00 100.00 100.00 100.00 100.00 100.00

NCR 39.83 53.88 14.60 44.21 57.83 14.53 43.41 52_3 17.00

I 3.92 4.23 3.37 3.97 3.87 4.21 4.47 4.63 4.00
II 3.93 2.76 6.04 3.87 2.67 6.47 3.70 2.85 6.10

III 11.68 5.07 23.56 11.48 4.67 26.32 9.28 5.17 20.80
IV 12.22 6.84 2t.88 11.13 6.27 21.71 11.72 6.99 25.00

V 3.26 3.25 3.27 2.91 3.01 2.68 3.40 3.52 3.05 _

VI 4.00 4.86 2.47 3.45 4.25 1.73 4.22 4.95 2.19
VII 4.14 3.77 4.80 3.57 3.35 4.05 3.74 3.70 3.85

VIII 2_95 2.94 2.98 2.66 2.79 2.39 3.04 3.12 2.80 _.
IX 2.56 2.65 2.41 2.22 2.38 1.88 2.18 2.50 1.29 !_.

:=l

X 3.89 3.16 5.21 3.I8 2.93 3.73 3.47 3.23 4.15 ,s,,
XI 3.09 3.35 2.62 2.81 3.06 2.26 328 3.47 2.76 _!.

Xll 4.51 3.23 6.80 4.53 2.92 8.04 4.08 3.04 7.00 _.
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Table62
'_' BIASINDEXFORREGIONALGOVERNMENTEXPENDITURES

1977- 1979;1983-1985;and1987

REGIONS 1977 1978 1979 1983

NCR 0.78 1.02 0.43 0.76 1.04 0.35 0.79 1.13 0.36 1.27 1.90 0.39

I 122 1.50 0.81 1.25 1.49 0.90 1.23 1.49 0.90 0.99 1.06 0.89
II 2.73 1.31 4.76 2.62 1.28 4.65 3.14 1.33 5.42 2.39 0.99 4.35

III 1.46 0.92 2.22 1.50 0.94 2.34 123 0.84 1.72 t,.20 0.53 2.14

IV 0.98 0.83 1.19 0.91 0.78 1.t0 0.90 0.74 1.10 033 0.46 1.35
V t.50 1.22 1.90 1.54 121 2.04 1.76 125 2.28 1.31 0.95 1.81
Vl 0.68 0.90 0.37 0.73 0.94 0.43 0.70 0.87 0.49 0.52 0.63 0138

Vii 0.78 0.91 0.59 0.82 0.9t 0.68 0.75 0.820.67 0.45 0.38 0.55
VIII 1180 1.47 2.26 1.79 1.51 2.22 1.98 t.68 2.31 1.48 1.05 2.09
IX 0.98 1.12 0.77 0.97 1.03 0.88 0.98 1.02 0.92 0.64 0.58 0.74
X 0.92 1.01 0.79 0.91 0.99 0.79 0.84 0.92 0.74 0.60 0.48 0.77
Xl 0.75 0.79 0.70 0.78 0.82 0.73 0.75 0.72 0.78 0.43 0.36 0.54

XIt 1.01 1.14 0.81 1.05 1.08 1.01 121 1.04 1.43 1.07 0.68 1.61
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Table62 (continued)

1984 1985 1987

NCR 1.36 1.84 0.50 1.56 2.04 0.51 1.42 1.73 0.56

I 0.95 1.02 0.81 0.89 0.86 0.94 1.03 1.07 0.92
II 1.38 0.97 2.11 1.42 0.98 2.37 1.62 1,24 2.66
III 121 0.53 2.45 1.20 0.49 2.75 1.05 0.58 2.34
IV 0.81 0.45 1.45 0.74 0.41 1.43 0.79 0.47 1'.68
V 0.99 0.99 1.00 0.85 0.88 0.78 1.08 1.12 0,97
VI 0.53 0.64 0.33 0.50 0.61 0.25 0.65 0.76 0.34
VII_ 0.61 0.55 0.70 0.53 0,50 0.60 0.54 0.53 0.56
VIII 1.37 1.36 1,38 0.99 1.03 0_88 1.16 1.19 1.07
IX 0.75 0.77 0.70 0.63 0.68 0,54 0.64 0.73 0.38
X 0,76 0.62 1.01 0.59 0.55 0.70 0.64 0.60 0.77
Xl 0.43 0.46 0.36 0.38 0.42 0.31 0.45 0.47 0.37
XII 1,28 0.92 1.94 122 0.79 2.17 1.11 0,63 1.90

imbalance. If such is the case, one cannot help but wonder why, despite the
decade-long attempt, said inflow of fiscal resources into these regions
failed to provide them with some positive impact.

There are two possibilities to the puzzle: either (a) the benefits of the
massive public investments in these regions, like the dams and the irrigation
projects, were not wholly localized but instead generated positive exter-
nalities in the neighboring regions; or (b) some of the capital outlays in said
regions were unproductive and/or not economically viable. For instance,
the flood control components of the Chico River and the Magat Multi-
Purpose Projects benefited regions beyond the boundaries of Region II, in
which said projects are located: Also, the government investments in
PASAR Leyte in Region VIII proved to be ill-advised.

Finally, there appears to be some truth to the oft repeated complaint
that government expenditure policy has fayored the Luzon provinces and,
with the exception of Regions VIII and XII, discriminated against the
Visayas and Mindanao regions. After all, when compared to other regions,
Regions IX, X, and XI were consistently "cellar-dwellers" with respect to the
bias index estimates for 1977-1987.

Attempts at Consolidation

The laws affecting the taxing powers (Real Property Tax Code and
Local Tax Code) and fiscal administration (The Local Government Code

and the Local Fiscal Administration) are contained in separate local
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Chart 18

BIASINDEXFORREGIONALGOVERNMENT
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legislations. At present, there are several attempts to consolidate these
diverse areas into one code, such as Senate Bill No. 155 filed by Senator
Aquilino Pimentel. Aside from its aim to consolidate the separate laws, the
bill's more substantial amendments are the following:

a) To establish a local government organizational structure that is
responsive to local needs;

b) To create sources of revenues which shall accrue exclusively for the
use and disposition of the LGUs;

c) To have a just share in national taxes which shall automatically be
retained by the LGUs;

d) To course the general supervision of the President over the LGUs

through the appropriate department;
e) To assure substantive participation in national projects, the national

government offices and corporations located in the cities and
provinces shall submit monthly reports which include budgetary
releases and expenditures to the Governor and City Mayors;

f) To require consultation with and approval by the LGUs before any
national projects or programs will be implemented;

g) To vest on each local political subdivision the power to implement
a progressive system of taxation;

h) To increase the rates of local fees, charges, permits and levies. The
Bill categorically states the manner and amount by which the
collections will accrue to the LGUs;

i) To broaden the local tax bases by identifying new tax bases, e.g.,
business of breeding cocks, exercise of various professions or
occupations;

j) To require that 35 percent of the general fund not otherwise
accruing to special funds be set aside and directly released to
LGUs. This will be in lieu of internal revenue allotments, specific
tax allotments and budgetary aid from the national government.

It is encouraging to note that there are serious attempts to remedy
through legislation some of the more serious local fiscal policy gaps. This
reflects the government's understanding of the constraints faced by LGUs,
which are expected to be the frontline agencies in the regions. However,
policymakers and implementors must realize that their best intentions
have to be paired with a sincere commitment to decentralization and real
fiscal autonomy. While government's effort to provide LGUs with more
direct financial assistance may be laudable, a better and more rational form
of assistance is to give LGUs real power in mobilizing their own resources
and to require that they be directly accountable to the local populace.
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FUTUREPA'I-I'ERNOF
REGIONALDEVELOPMENT

[ T:!I:I I his chapter describes the likely patterri °f regi°nal devel°p-
ment in the future based on the current plans and specific
programs of the government. Lessons learned are also dis-

cussed since they will influence the design of future projects/programs.

REGIONAL OBJECTIVES AND POLICIES

The updated Medium Term Philippine Development Plan (MTPDP)
1989-1992 contains the objectives and policy strategies of the 1987-1992
program, with modifications to incorporate the 1987 performance, alarger
than expected external financing requirement, and new priorities specified
in the 1987 Constitution. Plans affecting the regional level were also revised
because of major institutional developments, such as the reorganization
and strengthening of the Regional Development Councils (RDCs) and the
creation of the Cordillera Autonomous Region (CAR).2_

The short-run concern expressed in the MTPDP is the economic
recovery o1_individual regions. Its long-run objectives are, first, to acceler-
ate the growth of less developed regions and achieve a more balanced
spatial development; and second, to promote the efficient development and
sustainable use of land and other physical resources.

The specific regional development policies adopted are:

1. Rural development and rural employment.
a) Promotion of off-farm employment;
b) Adoption of labor-based construction methods;

Institutional developments were extensively discussed in Section A of Q_apter II.
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c) Support to the implementation of the Comprehensive Agrarian
Reform Program (CARP);

d) Promotion of rural electrification and power tariff rationaliza-
tion;

e) Minimum technical support services.
2. Support to Integrated Are a Development (IAD).
3. Promotion Of peace and security. ,
4. Assistance to low-income Communities.

5. Pursuit of desirable regional population distribution and pa|terns
of urbanization.

6. Dispersal of industries to the region.
7. Strengthening decentralization efforts.

8. Implementation of the Regional Development Investment, Pro-
gram (RDIP) and development of regionwide projects.

9. Promotion of optimum and sustained utilization of land and _)ther
physical resources.

a) Formulation of regional physical framework plans;

b) Rationalization and strengthening of existing institutional or
administrative machineries for land disposition, acquisition
and regulation;

c) Conservation of natural resources and protection of the _nvi-
ronment.

The Plan concretizes its policy statements by drawing up Sl_cific
target levels and growth rates for four key variables: gross regional domestic
product (GRDP), per capita income, employment and population growth t This
study will review onlythe first two variables (Table 63).

The regional development policies listed here are translated into
specific programs by the RDCs in coordination with local government'units
and different line agencies. The result of the collaboration, the Regional

Development Investment Programs (RDIPs), are then submitted t_ the
National Economic and Development Authority (NEDA) fo:"vroject e_alu-
ation, prioritization and programming. NEDA consolidates all RDIP_ and
the consolidated version becemes the government's public investment pro-
gram.

THE MEDIUM TERM PUBLIC INVESTMENT PROGRAM

The first consolidation of public investment program of different
government entities began in 1986. This gave birth to the Medium Term
Public Investment Program (MTPIP) 1987-1992.
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Tab_63

GROSSREGIONALDOMESTICPRODUCTTARGETSAND PERCAPITACROP:
1988- 1992
BY REGION

(In millionpesosat 1972prices)

GROSSREGIONALDOMESTICPRODUCTTARGETS PERCAPITAGRDP
(Inmillionpesosat 1972prices) (pesos/workerat 1972prices)

GROWTHRATES GROWTHRATES
TARGET (in%) TARGET (in%)

REGION 1988 1992 lg88-1992 1988 1992 1988-1992

Philippines 101,856 130,737 6.44 1,735 2,035 4.07

NCR 30,993 39,100 5.98 4,099 4,666 3.29

I 4,279 5,249 5.24 1,035 1,179 3.31

II 2,631 3,391 6.55 970 1,138 4.07

III 8,648 11,770 8.01 1,472 1,833 5.58

IV 14,647 19,218 7.03 1,904 2,255 4.32
V 3,294 3,982 4.86 785 869 2.57

VI 7,561 9,717 6.47 1,390 1,646 4.32

VII 7,302 9,444 6.64 1,642 1,973 43
VIII 2,425 3,057 5.96 748 878 4.09

IX 3,530 4,497 6.24 1,153 1,350 4.02

X 5,134 6,591 6.44 1,494 1,738 3.82

XI 7,467 9,662 6.65 1,807 2,129 4.18
Xll 3,945 5,059 6.42 1,408 1,640 3.89

Note:PreliminaryestimatesasofJune17,1988.NobreakdownyetfortheCordilleraAdministrativeRegion
(_).

Sourcesofbasicdata:NationalStatisticalCoordinatio_Board(NSCB)foractual1987;NEDARegionalOffices
t,_gets,1988-1992.
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The MTPIP emphasizes regional development and recognizes, ar_ong
others, a spatial and interpersonal equity. The equity issue has long l_een
neglected by past industrialization policies, obviously more concerned
with growth and efficiency only.

Growth without any attempt to improve equity, however, iq not
tenable in the long-run because, in one way, it reflects society's _oral
bankruptcy as well as lack of discipline. Meanwhile, equity is a difficult
issue to tackle because its promotion may have some concomitant ineffi-
ciency implications, and the question of how far it should be pursued
remainsunanswered.

Thus,theMTPIP isa compromisebetweentheefficiencyand equity

objectivesofnationaldevelopmentpolicy.Itaddressestheissueofecluity
when itallocatesmorefundstotheregionsbyincorporatingtheirrespe_}tive
RegionalDevelopmentInvestmentPrograms(RDIPs)and adoptinga
"bottom-up"planning,butonlyafterevaluatingandprioritizingtheRI_IPs
basedon certaineconomicand socialcriteria.One ofthesecriteriais
economicprofitability.

SpatialequityispromotedintheMTPIP throughthedistributic_hof
physicalinfrastructure,e.g.,energy,roads,and communications,toeffect
regional dispersal of industries. Interpersonal equity is promoted through
integrated area development projects and social services. Public invest-
ments by sector will show the uneven distribution between spacial _nnd
interpersonal equity (see Table 64).However, this should not be construed
asentirely promotingone more than theother because physical infrastruc_,ure
expenditures are generally more lumpy anti are known to generate e_ter-
nalities (i.e., other regions may also benefit from them) than social ir_fra-
structure expenditures.

The 1989-1992MTPIPalso iden-tlfies and defines the financial resources
necessary to achieve the MTPDP targets. Sectoral and regional distribu-
tions of public investment are shown in Tables 64and 65, respectively. _'he
regional distribution of public investment, excluding those identifie_i as
nationwide and interregional and, therefore, cannot be appropriated Itoa
particular region, still favors the National Capital Region (NCR), which
has nine percent of total public investment for the years 1989-1992. It is
followed by Region IV .(7.5%) and Region III (6.3%), while Region VI
receives the smallest share (0.4%).

Regional development priorities may be gleaned from intra-regional
distribution of public investment by sectors. (Table 66). If inter-regional and
nationwide projects are excluded, six regions (IV, V, VII, VIII,XI and XII)
put top priority on energy, power and electrification projects by allocating
the largest share of their respective 1989-1992 public investment to these
projects; three regions (I,III, VI) on water resources; two regions (NCR and
CAR) on transportation; one region (X)on industry, trade and tourism; one
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TABLE64
1989-1982MEDIUMTERMPUBLICINVESTMENTPROGRAM,BYSECTOR

(Inperce_)

NO.OF TOTAL LATER
PROJECTS 1989 1990 1991 1992 1989-1992 YEARS

Agricultureandagrarianreform 138 4.03 5.43 10.08 9.30 8.00 6.47
Environmentandnaturalresources 94 2.89 4.08 2.73 3.31 3.03 5.42

lndusW,tradean(/tourism 41 1.17 2.60 3.19 3.25 3.00 136
Social 83 6.58 9.82 4.65 5.02 6.00 3.39

Transportation 142 24.39 19.57 21.95 22.78 22.08 19.12
Waterresou(ces 108 18.60 20.28 19.82 20.15 20.00 21.18
Socialinfrastructure 20 4.92 4.07 3.79 3.68 4.00 0.59

Energy,powerandelec_'ifca_on 141 33.37 30.05 25.78 24.56 28.00 38.41
Communical_ons 27 2.58 2.98 5.31 6.07 5.00 3.54 =_

Scienceandtechnology 3 0.00 0.04 0.04 0.08 0.00 _"

Otherprojects 20 1.46 1.16 2.66 1.84 2.00 0.50
I¢"'

TOTAL 817 100 I00 100 I00 100 100 _

51507882 76165274 87738610 98848272".314260040319058925 _=.
(PO00)

Source:Publicfnvest_enlSlafl(PIS),NEOA. _



'_ Table65
MEDIUMTERMPUBUCINVESTMENTPROGRAM

1989-1992
(inpercentshares)

REGION 1989 1990 1991 1992 1989-92LATERYEARS z

I-Uocos 1.41 0.79 O.41 0.65 0.74 2.45 _t
II - CagayanValley 0.44 0.41 0.70 0.96 0.67 0.99
Ill - Cen_'alLuzon 4.57 5_9 7.76 6.34 6.34 7.90

IV - SoulhemTaga_ 4.40 7.44 10.20 6.72 7.48 16.68V - Bicot 3.44 3.60 3.38 2.81 3.26 2.72
Vl - WesternVisayas 0.23 0.34 0.38 0.44 036 2.43
VII - Cenb'alVisayas 1.65 3.50 2.29 1.03 2.08 0.84
VIII- EasternVLsayas 1.42 1.72 2.87 8.10 4.00 9.94 n
IX - WestemMindanao 0.17 0.66 2.50 1.26 1.28 0.91
X - Norb"BmMindanao 0.85 1.18 1.17 1.19 !.13 1.14
Xl- _MJndanao 1.16 1.45 1.17 t.65 1.39 1.14

Xfl - Cen_ I_ndanao 0.78 1.02 2.72 3.69 2.29 3.43
NalionalCapilal 10.33 11.20 7.94 7.66 9.04 4.83
CordilleraAutonomous 0.36 0.44 0.70 0.76 0.60 1.27
Inter-regionaJ 11.97 8.85 10.03 11.94 10.68 6.82
Natior_ 56.84 51.51 45.78 44.79 48.67 36.53

TOTAL 103.00 103.00 100.03 103_0 100J00 100J00

._ 51F_17_ct97R_774 87"/___!n __¢R._7_31496rX'Mn31_

Source:PuNictnves_entStaff(PIS),NEOA.



TatS66
REGIONALDEVELOPMEH'rPFitORmESINPUBLICiNVESTMENT,1989-1992

(pnpercent)
INTER- NATIOI¢

PRIORITYSECTORS I II III IV V VI VII VIII IX X Xl Xll NCR CAR F_.GIONALWIDE

Energy,power=xldeclril'ca_ion 40.68 78.43 5924 66.51 45.92 48.74 43.49
Waterresources 21.02 59.46 37.45
Agricultureandagrarianreform 34.83
Env';ronmentandnatu_resoumes 40.95
lndusey,b"adeandtourism 40.40
Transporta'don 35.13 4035 30.99

INTER- NATION-
LEAST-PRIORITYSECTORS" I tl IIt IV V VI VII VIIf IX X XI XII NCR CARREGIONAL WIDE

Environmentandnaturalresources 7(0.08) 7(0.03}6 I158) 9(0.03)
]ndusW,b,adeand_ourism 11(0.16) 10(0.11)
Transporta'don 8{1.77) _"
Social 7(0.57) ,_
CemmunicaSons 10(0.83) 8(0.33}
Scienceandtechnology 9{1.08) _"

Olherprojects 7(6.65)6(6.53) 60.66) _;_

TOTAL(1989-1992)in _lior',peso_ 2,333 2,10019,91623,52110,250 1,146 6,55012,565 4,033 3.542 4,360 7,20528,397 1,88433,504 ",52,956 _.
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_I_ER-
NEGLECTEDSECTORS I II III IV V Vl VII VIII IX X Xl Xll NOR CARTOTALFIEGIONAL

Scienceandtechn(:k:,gy 0 0 0 0 0 0 0 0 0 0 0 0 12 0
O0rnmurdcalions 0 0 0 0 0 0 0 0 0 0 10
Social_fnzseuclure 0 0 0 0 0 0 0 0 8
AGricu_re_ agrafienreform 0 I u
Environmentandnaturalresources 0 0 2
IndusW.badeandtourism 0 0 0 0 4
Transpor_gdon 0 1
Social 0 0 0 0 4
Waterresources 0 0 2

Energy,powerande_ec_if_on 0 0 0 3

Oti_erprojects

TOTAL 4 4 4 I 4 5 2 6 2 3 4 5 3

Note:Rguresoutsidebracketsarerankingsand_guresinsb'earepercentshares.
Sourceofbasicdata:PubicInvesenentStaff(PIS),I_DA.



region (IX)on agriculture/agrarian reform;and one region (II)on environ-
ment and natural resources. These shares range from a low 21 percent of
Region I for water resources, to a high78 percent of Region V for energy,
power and electrification.

The regions neglect science/technolegy and communications. For
the period 1989-1992, 12 regions are not allocating any amount of public
investment to science/technology, while ten regions ignore communica-
tions. To a lesser extent, the regions have been neglecting social infrastruc-
ture. Eight regions have no public investment in this area. Interestingly, it
has never been a top priority in any region.

Only a few regions have a highly concentrated public investment
program. Based on the 11 sectors of NEDA (but excluding other sectors),
Region V allocates 78 percent of its total funds to energy, power and
electrification, with the remaining 22 percent spread over five sectors since
there are no funds for four sectors. Similarly, Region VIIIgives 67 percent
of its total funds to power, energy and electrification, alloting the remaining
23 percent tothree other sectors, and no funds at all for six sectors.

The emphasis on energy, power and electrification by certain regions
does not imply that the benefits will only accrue exclusively to these
regions. In fact, electrical power has to be shared with other regions
especially if a group of regions has one grid only._' For instance, Regions
IV and V have placed top priority on power projects, but since Luzon has
only one grid, the additional generating capacity of Regions IV and V
should flow into other areas with a huge demand for power.

Similarly, the investments in Regions XIand XIImay benefit the entire
Mindanao, which has only one grid. All of these regional delineations can
lose partof their distributive implications only if all the grids areconnected.
In fact, there is aproposed project toward such direction. The power project
in Tongonan, Leyte will attempt to connect the Leyte-Samar grid to the
Luzon grid by submarine cables.

The regional distribution of public investment presents a different
picture'if one studies the top five proposed/pipeline projects. Regional
concentration of future public investment is shown in Table 67. The total
public investments allotted to the top five projects in each region from 1987
to 1992 amount to P245 billion, representing 89 percent of all public
investment (assuming that each respective project are complete). Exclud-
ing nationwide and inter-regional projects, the top five priorities in Region
IV gets the most allotment (15.5%of 5 billion), followed by the projects in
Region VIII (13.8%).The NCR receives only 4.2 percent while Region IIgets
the least (1.5%). The single biggest project is the Tongonan A & B

One grid means plant_ located in different anms are connected to each other.
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Table67
TOPSPROPOSED/PIPEUNEPROJECTSOFTHEMTPIP1988- 19_

ByREGION

TOTALPROJECTCOST %_)1
REGION OFTOPFIVEPROJECTS TO

(ooo)

I - Ilocos 8,110,946 2._J

II - CagayanValley 4,138,735 1._0
Iii - CentralLuzon 23,627,711 8.

IV - SouthernTagalog 42,740,449 15.

V - Bicol 11,198,696.00 4.17

VI - WesternVisayas 7,999,878.00 2")1

VII - CentralVisayas 5,180,622 1.p
viii - EasternV'sayas 38,007,349 13._2

IX - WesternMindanao 4,806,198.00 1._5
X - NorlhemMindanao 4,324,031.00 1._7

XI - SouthernMindanao 4,792,755 1.14
I

XII - CentralMindanao 14,171,048 5.!5

NationalCapitalRegion 11,691,981 4.

Inter-regional 13,338,789 4.15

CordilleraAutomomousRegion 5,281,272 1.}2

Nationwide 45,515,427 16.55

TOTAL 244,925,887 89._4

Sours: PublicbvestmentStaff(PIS),NEDA.

Geothermal plant in Region VIII which will cost P14.7 billion and be
implemented after 1992. The second biggest is the Luzon Coal D i_Region
IV with a project cost of P12.1 billion. It will also start after 1992.

In terms of the sectoral distribution of public investment (Tabh_64), the
top public investment priority is energy, power and electrification, which
constitutes 28 percent of the 314.3billion public investment progran_ during
the period 1989-1992.The second priority goes to Transpor ration (22%)and
the third, to Water Resources (20%).Obviously, Science and Tecl_nology
remains neglected.
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FuturePatternof_ __

The proceeding paragraphs discuss briefly the MTPIP's performance
in 1987 and 1988. Yet, note beforehand that the future pattern of public
investment as articulated by the 1989-1992 MTPIPis only indicative. The
pattern may change or differ substantially in practice either for better or
for worse. Moreover, spatial equity promotion of the MTPIP may be
frustrated by, on top of other constraints, the inability of the respective
regions to effectively absorb more public investment.

•The actual MTPIPfor 1987-1988 fell short of its programmed amount
by only eight percent owing to delays and problems in project funding and
preparation. This is indeed an impressive accomplishment. However, the
regions achieved varying degrees of performance (Table 68). Six regions
(i.e., Regions Ill, W, IX, X, XI, XII) had upward revisions in their public
investment expenditures, varying from a high 263 percent for Region II to
a low six percent for Region XI.The remaining regions revised their public
investment expenditures downward, with Region IVtaking the largest cut
(58%).

Only around 44 percent of planned investment was actually spent in
1987-1988. Three regions fi.e., Regions II,X, and XII)realized more than 90
percent of their planned investment while two regions (i.e.,Regions IV and
VI) realized only around 20 percent. The actual program was scheduled to
be implemented and completed within a year but was snagged by prob-
lems, e.g., delay in releases of funds, during project initiation and imple-
mentation.

Of course, to identify and implement projects require rich and diverse
technical skills. The regions' wide difference inperformance, after account-
ing for external conditions and constraints, reflect the relative lack of
manpower of such skills needed to handle the implementation in the
regions concerned. This as]_t of regional development, i.e., investment in
human capital, is not included in the MTPIP but is contained in a different
government program on technical assistance, the Medium-Term Technical
Assistance Program (MTTAP).

THE PHILIPPINE ASSISTANCE PROGRAM

The medium term objectives of the Philippine Assistance Program
(PAP) is to achieve the primary goals of the 1987-1992 MTPDP. The policies
and strategies of PAP arethe same as those adopted by the MTPDPbut focus
specifically on special development projects (SDPs). The Coordinating
Council for the Philippine Assistance Program (CCPAP) was specifically
created to coordinate all activities on official development assistance and to
oversee the SDPs.
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"-" Tal_e68ACTUALPUBUCINVESTMENT,BYREGION

1987- 1988

(1) (2) (3) (4) (5) (6) (7) (8)

ACTUAL
REGK_N PERMTPIP PROGRAM RELEASES EXPENDITURES(2)/(1) (4)/(1) (4)/(3) (4)/(2)

TOTAL 72539.725 66923.991 39424.499 32127.767 92.3 44.3 81.5 48.0

CAR 302.805 297.243 199.026 191.573 98.2 633 98.3 64.4
RegionI 926.522 806.124 478.059 328.891 87.0 35.5 63.8 40.8

II 219.954 579.447 435.273 2012.45 263.4 91.5 46.2 34.7
III 878.607 719.745 606.050 489.448 81,.9 55.7 80.8 63.0
fv , 58.085 1957.994 1209.608 9s0.834 42.t 21.1 81.1 50.1
V 867.415 995.247 587.589 455.014 114.7 52.5 77.4 45:7
VI 1042.160 910.754 200270 205.786 87.4 19.7 102.7 22.6

VII 1326.428 990.163 796.866 634.264 74.6 47.8 79,6 64.1
VIII 1163.589 869.865 487.193 460.67t 74,8 39.6 94,6 53.0
tX 60.918 68.793 40.155 32.368 112.9 53.1 80.6 47.1
X 924.126 1157.618 906546 857.113 125.3 92.7 94.5 74.0

Xl 1188.108 1262.409 851.549 642.643 106.3 54.1 75.5 50.9
Xll 834.187 917.140 8152.19 78I .937 108.9 93.7 95.9 85.3

NCR 7645.211 5953.327 3952.344 2967.075 77.9 38.8 75.1 49.8

- - in(en'egion_
Natior_de 50486.631 49438.122 27858.656 22898.885 97.9 45.4 82.2 46.3

Note:(1)to(4)areinPmiliom;(S)to(7}¢,'einpercenL
Souroe:ProjectMonitor_gStaff,NEDA.



There is no explicit regional development policyembodied in the
PAP. However, under "Part IV - Program and Policy Priorities, A.2h
Demonsl_'ation Areas and Projects," the PAP identifies five special devel-
opment projects (SDPs)_--pilot activities which will demonstrate to foreign
donors that the government is committed toalleviate poverty and generate
employment. This may be considered as the PAP's regional program. 1he
idea is to accelerate industrialization and growth in identified areas by
providing basic physical infrastructure needed to induce private invest-
ment. To address the issue of poverty alleviation, target income groups are
identified and non-government organizations (NGOs) and the private
sector are tapped to participate in the projects.

The five SDPs are:

a) Samar Livelihood and Infrastructure Project Area;
b) Cavite-Laguna-Batangas-Rizal Industrial Area (CALABAR);
c) South Cotabato/General Santos SDP;
d) Metro Cagayan de Oro SDP; and
e) Panay Island SDP.

In choosing the five SDPs, the criteria are: project prepared_ness (i.e.,
feasibility studies, or in some cases detailed engineering studies have
already been made), and the likelihood of success and desirability to
investors. It appears, however, that most of the project components under
each SDP are actually part of the MTPIP.Inthe future, a new set of criteria
in selecting new SDPs will be formulated. As of May 1990, the CCPAP was
still in the process of drawing and formulating the new criteria.

The Samar Livelihood and Infrastructure Project

The Samar Island Development Program (SIDP) is the first project
launched by the CCPAP inJanuary 1990,and focuses on poverty aileviation.
It is located in Samar Island in Region VIII. Itsspecific objectives are: (a) to
provide immediate assistance to identified families, particularly those in
thebottom30 percent; (b) to accelerate the implementation of development
programs and projects for 1990-1991; and (c) to identify, develop, and
implement programs and projects which will sustain the development
expected during the first two years of the Program. The CCPAP is re-
sponsible for coordinating all livelihood and infrastructure projects in-
volving aP1 billion investment requirement for 1990-1991(Appendix G.1).
At present, thereare some P600 million worth of ongoing projectsin Samar
Island. Many government line agencies which have been implementing
livelihood and infrastructure projects prior to the implementation of the
SIDP are now under its umbrella.
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From 1989-1992, PI.1 billion worth of ongoingand proposed p_ojects
are/will be financed primarily by foreign creditors and donors. Japan, the
biggest donor, will contribute around 38 percent (Appendix G.2)iof the
cost. Below is a list of some proposed/pipeline projects for SIDP. '

a) Buenavista-Balanga-Lawaan-Bassey Road
b) Ports rehabilitation (Guiuan, Catbalogan and Borongan_
c) National Telephone Project
d) Agriculture Development and Promotion Project
e) Catubig Valley Comprehensive Development Project
f) 69 KV Taft-Onas (35 km), Catarman-Catubig (39 km)

Two institutions have been inaugurated to serve as the backl_one of
SIDP: the Samar Island Development and Management Institute, _nd the
Samar Enterprise Development Institute. The former will help b_ild up

local capability for community organizing efforts, while the lat_er will
assist the development of indigenous enterprises.

To provide direction, coordination, and supervision over the_mple-

mentation of SIDP, EO 398 (April 1990) established the SamarlIsland
Development Project Office (SIDPO). The SIDPO is run by a seven-man
governing board: three governors of Samar Island, the Calbay_g City

mayor, two private sector representatives and an execu rive directo_ of the
program management unit, all appointed by the President.

The CALABAR SDP

CALABAR SDP is composed of four contiguous provinces n_mely:

Cavite, Laguna, Batangas and Rizal, all in Region IV. The projec! _ims to
create an alternative industrial center that will disperse industrie_ away
from theNCR. Its main attraction is its proximity to the capital region and
the fact that Region IVbenefits from the phenomenon called agglomeration
economies.

Although established primarily for industrial development, the
CALABAR SDP also incorporates within its design and strategy _he role
of agricultural development and of social cultural institutions. Its _roject

components in App endix G.3 show the government's massive supl_ort for
the CALABAR area.

Total investment requirements for the CALABAR SDP amount to
P17.3 billion. All components, except the one on "regional skills training,"
are for physical infrastructure. The CALABAR program has the largest
investment cost among the five SDPs, and is themost ambitious. It has

provisions, among Others, for mass low cost housing and a rail line, and
allots P5_8billion for power generation and distribution, the singlellargest
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project component. There are no definite cost estimates for the mass low-
cost housing and the Cavite Export Processing Zone (CEPZ)since most of
the sub-components are supposed to be initiated by the private sector.

The OECFis the CALABAR SDP's main and leading foreign funding
source. It will provide funding for all components, except two sub-com-
ponents on road infrastructure and the component on regional skills. Most
of the projects that have ongoing or completed detailed engineering study
are ready to be implemented.

South Cotabato/General Santos SDP (SCSDP)

The SCSDP aims to optimize the value of agricultural resources that
are traditionally produced and/or traded in the region and to accelerate the
agro-industrial development of General Santos City and South Cotabato
(Region XI)by encouraging private investment inflow through the provi-
sion of post-harvest and support service facilities. SCSDP will entail an
investment outlay of P2.1 billion for the period 1990 to 1996.

The Project has six major components (Appendix G.4). Components
II,III, W, and V are physical infrastructure, while the Agro-Processing
Center (Component i) provides support service facilities such as livestock
meat, crops and fruits processing, freezing and cold storage, and boat
repair. The sixth component is a livelihood project. Itsspecific objectives
are to promote the general well-being of the people of South Cotabato;
achieve equitable distribution of wealth; and attain an ecologically bal-
anced environment through the formation of self-reliant communities. Its
target beneficiaries arefarmers, fishermen, uibland settlers and urban slum
dwellers. The participation of the private sector and non-government

offices is sought to supplement government_s_ss_ance.
The fourth component, i.e., the Buayan Ai_p_t improvement, is the

only project nearing its'completion. The rest are still in the project prepa-
ration stage. USAID funds four of the components.

The Metro Cagayan de Oro SDP

The Metro Cagayan de Oro SDP will complete the development of an
existing industrial estate, PHIVIDEC, and improve complementary facili-
ties in Misamis Oriental. This SDP is located in Region X and has four
components. It will entail a total investment cost of around P5.4 billion,
second only to CALABAR (Appendix G.5). The first component is the
development of the PHIVIDECIndustrial Estate (P669million). The second,
the largest among the four components, is infrastructure development
(P4.4 billion), mainly consisting of improvement of existing facilities. The :/
third is a social development program (P83.5 million) spread over five
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years to prepare the people for the project and the effects of aca Ilerated
agro-industrial development. It will benefit 34 out of 80 baran ;ays in
Cagayan de Oro City and 84 barangays in the municipalities of l_Iisamis
Oriental. The Area Development Planning Project (P10.3 million consti-
tutes the fourth component.

Funding for this SDP will come from various sources: P_ P loan
facility and support projects, line agencies such as the Depart] _ent of
Transportation and Communications (DOTC),Local WaterUtilities _gency
(LWUA) and Philippine Industrial Authority (PIA), the World Bat_k,and
Italian and K6rean governments. Provided plans push through, thqItalian
government stands to become the biggest donor, providing P4 billion out

of the total investment cost of P5.9 billion for the national telephone
program.

Most of the port improvement projects are ongoing,The telecOmmu-
nications portion is still under its planning stage while the l_ist two
components are under project preparation.

The Panay Island SDP

The Panay Island SDP in Region VI has four major coml_bnents ,
namely: the regional agro-industrial center (RAIC); the distric t agro-
industrial centers (DAIC); poverty alleviation through micro-enl erprise
programs; and the ecological balance program. It has a total iron stment
requirement of about P492 million from 1990 to 1992 (Appendix q;.6), 48
percent of which is unprogrammed. While the programmed an"_unt is
funded by the General Appropriations Act, the unprogrammed ix rfion is
to be funded by the Philippine government and the Official Devel6 >ment
Assistanco.

Among the four components, the RAICentails the biggest invOstment
cost. Itis seen as the center of Panay's agro-industrial development _nd the
site of medium: to large-scale factories processing and manufa_-turing
agricultural, fishery, forestry and mining products. The private sector will
initiate the development of on-site component, while the gove_ent
provides the off-siteinfrastructure facilities such as airand sea_>orts_power
and water supply and roads.

The second component, the DAIC, is envisioned to further disperse
agro-industrial development inPanay. Itcaters mainly to cottage atu Ismall-
scale enterprises. Government support is given through equity 1._nding,
thereby providing, if not improving, accessibility of small ente_ rises to
the formal capital market. Lending programs will be directed !_ four
industries, namely: metal working and fabrication; food process ing; ce-
ramics; and gifts/toys and housewares.
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The thirdcomponentisdesignedtoalleviatepovertyand hastwo
programs:buildingthecapabilityofnon-governmentdevelopmentor-
ganization(NGDO) andtheTulongsaTa.oSdf-Eraploymentprogram(TST-
SELA))IThe firstprogramisdesignedtoallowNGDOs tohelppeople
organizeincomegeneratingprojects;thesecondprogramisafinancialand
technicalassistancepackageintendedfortheestablishmentanddevelop-.
mentofmicro-enterprises.

The ecologicalbalanceprogram,theonlyoneofitskindinthefive
SDPsofthePAP,hasthreesub-programs,namely:resourcemanagement
andallocation,resourcereplenishment/maintenanceand pollutioncon-
trolandmanagement.In1990and1991,twoofthese.maintenanceprojects
willbeimplemented.Thesearetheresearch/information/communication
projectand thecommunity-basedmonitoringproject.

THE REGIONAL DEVELOPMENT PROGRAMS
OF MAJOR DONOR INSTITUTIONS

This section summarizes the experiences and lessons of major donor
institutions in promoting regional development in the Philippines. Of
particular emphasis arethe major programs that have direct significance on
the future design of regional development projects. Unfortunately, only
very few of these programs/projects contain detailed documentary reports.
In fact, none of these reports discusses the process of designing the pro-
grams/projects nor the difficulty encountered by donor institutions in
working with the government on specific programs/projects. Instead, the
reports--especially those that were done by external auditors--analyzed
only the accomplishments of the programs/projects and the problems
encountered in the implementation process. Thus, the summary will center
on these aspects only. The major programs/projects included in this report
are those of the World Bank, USAID, and ADB.

World Bank Projects

One of the most prominent regional programs undertaken by the
Philippine government and co-funded by the World Bank is Region VII's
Central Visayas Regional Project (CVRP).The program is the first project
conceived, initiated, planned and implemented at the regional level. Itaims
(a)toraisethe incomes andlivingstandardsof poor,small-scale producers
intheruralareas,particularlyuplandfammrs,forestoccupantsand

31SeeSectio_DofChapterIIforarelateddiscu_onon theTST-SELAProgram.
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artisanfishermen;(b)toimprovethemanagementoftheregion'sfcrest,
uplandand marineresourcesby arrestingtheirrapiddegradationand
improvingthisresourcebase;and(c)toreinforcethegovernment'spl_n to
increaseadministrativeand budgetaryautonomyinfacilitatingregireal
developmentand creatingmore effectivemechanismsfordevelol:_ent
programs.

Thefollowingarethemajortechnicalcomponentsoftheproject.

1.UplandAgriculture.Thiscomponentaddressestheproblen_sof

decliningproductivityandruralpovertycausedbycontinuingdegradation
oftheregionsnaturalresources.Itaimstoincreaseproductivityofup_and
farms,toimplementcommunity-basedresourcemanagementandtoincrease
thecapacityand capabilityofLGUs and RLA's toplan,implement]and
supportcommunity-basedresourcemanagementprojects.

2.NearshoreFisheries.TheNearshoreFisheriescomponentaddr__sses

theproblemsofdecliningproductivityand ruralpovertycaused_ _the
continuingdegradationoftheregionsnaturalresources,specificallyits
coastalareas.Itaims(a)toestablishandallocateuser'srightstoanexteT_ive
systemofartificialreefs;(b)toestablisheffectivecoralreefmanag_merIt;(c)
toreplantandmanageexistingmangrovetimberlandsandallocateu '_"s
rightstotheseareas;(d)tostrengthenparticipatingregionallineagevties;
and(e)toundertakespecialrelatedstudiesandgeneralsurveysasbas_sof
replication.

3. SocialForestry (SF). The SF component addresses the probler _sof
declining productivity and rural poverty caused by the continuing d( gra-
dation of the region's natural resources. Itis designed (a) to ameliorat _the
living conditions of rural poor families occupying government timber and
by creating employment and increasing income; (b) to conserve fores s by
stopping further destruction of logged-over areas; (c) to increase v tood
supplies and arrest soil erosion by implementing reforestation avd to
develop through "hands-on" experience a forest-management appr _ach
based on labor-intensive, smallholder operations that can be replicated
nationwide, i

4. Infrastructure. The biggest component in terms of actual invest-
ments, Infrastructure aims to provide access to goods and services from
project sites to markets and input sources. It includes road construction,
trails, water supply and some road improvements.
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The other support components include:

5. Research. Research is designed to develop regional research capa-
bility and management in both regional line agencies and private institu-
tions.

6. Training and Manpower Development. The Training and Manpower
Development support component aims to improve the skills of project staff
beneficiaries, line agency personnel, local government units for effective
project implementation; to mobilize andstrengthen capabilities of RLAs,
SMUs and LGUs; and to provide external training opportunities.

7. Development Communications. The main objectives of this compo-
nent are to implement communication strategies that will increase
knowledge on CBRM approaches and technologies and to generate and
distribute extension materials to primary resource managers/beneficiaries,
field units, RLAs and LGUs.

8. Monitoring and Evaluation. Monitoring and Evaluation is designed
and installed to make project implementation effective and efficient
through timely flow of information on all aspects of implementation,
including field activities, research, training and organization of benefici-
aries, administration and management.

The project started in June 1984and was expected to end in December
1989. However, due to some delays in the release of funds, the operation of
the project has been extended up to 1991.

The major accomplishments as of the end of 1989 (over the five-year
target) are as follows:

1. Upland Agriculture
a) Microwatershed development

- Microwatershed development plans 88.2%
b) Soil conservation & soil fertility improvement

- on-farm conservation measures
established 59.4%

c) Agroforestry and reforestation
- agroforestry projects - 104.8%
- off-farm reforestation - 42.7%
- issuance of CSC - 22.3%

d) Livestock integration and upland fisheries
- Livestock dispersal - 44.5%
- Livestock redispersal - 86.9%
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The first few IADs, of which BRBDP is one, encountered several

problems.
First, too much emphasis was placed on physical infrastructure

(because of the premise that infrastructure is the first link in the chain of
development) despite the limited development capability build-up of
implementing agencies and local government units. Programs centered
more on the prompt and efficient accomplishment of work with a strong
emphasis on physical or quantitative performance. Thus, between 70 and

80 percent of total project cost of most IAD projects go to infrastructure as
demonstrated in the case of the BRBDP.

Second, it was difficult to effect the smooth and efficient transfer of

completed IAD projects to the concerned line agencies because lAD project
components are special projects which normally require higher level of
funding for personnel and operations, and for technology application and
maintenance.

Third, the failure to conduct immediate baseline studies had pre-
vented planners from designing plans and programs on a fuller scale
(Limcaoco 1989).

The BRBDP experience, in particular, brought up several lessons on
IAD programming and management. First, problems can arise when there
is a difference between what the full scope of lAD programs (objectives,
activities and participating agencies) and what the existing management
systems can effectively manage. It is, therefore, important to understand the
distinction between the two.

Second, to facilitate and enhance learning by the participating entities,
the program's coordinating bodies need to build on positive as well as
negative experiences that have broad learning values.

Third, if an lAD program shifts from big projects to programs, efforts
to integrate both organization and management should focus on the
accumulation of developmental rather than administrative capacities,
missions and objectives. Inflexible and complex management, participation
and coordination arrangements should be avoided because they discour-
age initiative. The sustainability of a program depends not only on ad-
ministrative and technical resources but political resources as well, i.e., the
capacity to secure others' commitments is required.

Thus, commitment is necessary. Since program results have a
considerable gestation period and if an lAD strategy is to be pursued,
planners, implementors and funding institutions must not waver in their
commitments to see the program through (Koppel et al. 1985).

Another joint undertaking between the USAID and the government is
the LRM Project. Started in 1982, the Project has a programmed life span of
10 years. To date, it has a total project cost of $9,477,000.00. It has been
implemented in three regions, namely, Regions V, VI and VIii.
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planning capability. The concept may be changed, refined or redes/gned to
link incentives with institutional behavior.

Third, experimental, learning-oriented projects aresuscepb'bleto policy
shifts of donor agencies and the host government, as was the case of the
LRM project. Projects that cannot be insulated from such changes should
have built-in arrangements to ensure that the benefits from innovative
programs are sustained. Learning-oriented projects also require flexible
mechan/sms to support innovation, trial-and- error, and localized opera-
tions free from rigid hierarchical control (Alabanza et al. 1987).

Asian Development Bank Projects

Among the ADB-assisted projects, only three irrigation projects and
one each on roads, ports and water projects, are included in this report. The
information here are culled from the Bank's various project completion
reports (PCR).

Angat-Magat Integrated Agricultural Development. The Angat-Magat
project was implemented to increase rice production, promote crop di-
versification, create job opportunities, save foreign exchange and increase
farll_rS' incomes..

The project was generally successful. Some of its lessons from the
experiences on on-farm facilities were: (a) Planners should recognize the
importance of water management and agricultural support services; (b)
Water and agricultural facilities should be integrated into the irrigation
project; (c) There should be effective coordination between the Philippine
government and the donor in providing agricultural suppo_ services to
increase production yields; and (d) All the implementing parties should
engagein close consultation with farmer-benefiaries and involve them in
the construction of such facilities.

Davao Del Norte Irrigation Project. The Davao del Norte Irrigation
project was implemented to increase paddy production and improve farm
incomes. The project components included two irrigation systems, and
integrated agricultural development program with support from consultant
services.

The project was also generally successful. Some of its important
lessons and experiences were: (a) an improved engineering criteria for
irrigation development must be stressed in project design; and (b) an
adaptive approach based on actual experience with the project and ben-
eficiaries for irrigation development should be adopted to introduce
progressive improvements. The results also showed that the experiment
and first attempt at implementing an institutional system involving ben-
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The project was generally successful. Some of its findings were:

(a) to sustain water district viability, there must be strategies formu-
lated to prevent negative consequences of ecological damage;

(b) institutional autonomy encourages financial self-sufficiency;
(c) the water supply system cost must lie within the capacity to pay of

the water district community;
(d) to enhance social impact, accountability at the consumer level

must be improved through consultative mechanisms existing
with local organizations; and

(e) the application of properly designed water prices can improve
resource allocation within and between urban areas by limiting
demand to efficient levels; and promoting self-sufficiency and
social equity.

The plethora of experiences seemed to have common and recurring
themes. First, development cannot occur without the active involvement
and participation of the beneficiaries in the program design. Programs that
recognized this aspect often achieve more success in effecting these desired
changes. Second, development involves a process of choosing a suitable
and appropriate technology through trial and error because while past
experiences teach one to prevent future mistakes, the future beneficiaries
of such development projects are possibly a different group. Third, devel-
opment should avail of consultative mechanisms. Fourth, project imple-
mentation should center around decentralization, flexibility and responsi-
bility. Fifth, to sustain the process of development, projects should take into
account local capability to initiate, identify, decide, plan and implement
programs. Sixth, the government's political will is also a major factor in
development.
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PLANS AND PERFORMANCE
OF THE VISAYASREGIONS

[ D ] TOWARD A BALANCED REGIONAL DEVELOFMENTi i espite many efforts in promoting countryside and rural de-
velopment in the 1950s and 1960s, most of the country's regions were still
left behind by progress. To correct the imbalance, the government designed
a regional development program wherein the various parts of the country
were delineated into spedfic planning and administrative regions, u As noted
in the earlier chapters, each region had a Regional Development Council
(RDC) and was given greater responsibility to chart its own future.

First Five Year Regional Development Plans: 1978-1982

Most RDCs were organized in 1974. After three years of data-gather-
ing and intensive studies, all the regions were able to prepare their firstFive
YearRegional Development Plans for CY1978-82. Plans for RegionsVI, VII,
and VIIIwere geared toward improving the well-being of their people by
increasing their income through various agro-industrial development pro-
grams and providing basic infrastructure and social services facilities. The
Visayas area had acombined economic growth target of 7.4percent per year
from 1978 to 1982.Because of its very low starting per capi_ GRDP,Region
VIII intended to increase its GRDP by 9.2 percent per year, while Region
VI, which was relatively better off at that time, placed its annual target
growth at 6.3 percent only. Region VIIhad atarget growth rate of 8.1 percent
per year in the same period. The national target was 7.7 percent growth rate
per year (Table 69).

Thiswas discussedingreaterdetailinChapterII,
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Tal_ 69
GRDPPLANTARGETBY REGION1978- 1962

(Inmilionpesosat constant1972prices)

ANNUAL:
REGION 1978 1982 GROWTHRATE

RegionVI 8,196 10,467 6.3

RegionVII 5,271 7,201 8.1 i

RegionVIII 2.833 4,035 9.2

Vtsayas 16,300 21,703 7.4
Philippines 83,250 112214 7.7

Sourer: NEDA 1_9ionalOffces No. 6, 7 and8.
FNe-YearRegionalDevebpmentPlans,1978-1982.

The Plans included investment programs for the economic, soci_LIand
infrastructure development of each re, on. Most important among these
investments were those in infrastructure wherein a total of P26.3 billio _was

released throughout the country from 1982 - 1987 (Table 70). Of thes.=,P21
billion wasallotted directly to the different regions. From this allotmE nt fOr
the re_ons, the Visa}as received only P3.4 billion, representinl; 15.9
percent of the total. It was a relatively miniscule amount (._onsideHzg the
needs of the Visayas area. From this amount given to the Visayas _ ;ions,
43 percent went to Region VT,37 percent to Region VHT, and the ren_ ining
20 percent to Region VIL

Like the rest of the country, the thee Visayas _ons failed to a( hieve
their respective targeted annual economic growth rates. For the Visa, ras as
a whole, its GRDP grew by a mere 4.0 percent annually from 1978 to 1982.
Region VIH registered the lowest performance, achieving an annual g] owth
rate of ohly 3.4 percent during the period. Re, on V] had 3.8 percenl as its
annual growth rate. Region VII, on the other hand, grew at a rela dvely
higher rate of 4.4 Percent per year (Table 71) despite little support fro nnthe
national government.

In the same period, the country grew at a rate of 4.6 per year As a
result, the overall share of the Visayas from the country's GDP de_'lined
from 18.1 percent in 1978to 17.7 percent at the end of 1982. Despite tl_e low
economic growth rate of the Visayas ascompared to the national per form-
ance, its per capita GRDP as a fraction of the national per capita ;RDP
slightly increased from 77.2 percent in 1978 to 77.4 percent in 1982 due to

a lower annual population growth rate. i
The period 1978-1979 saw an annual increase of 6.5 percent _ the

Visayas economy, slightly higher than the national growth rate of 6.3
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Table70
RELEASESFORINFRASTFIUCIIJREDEVELOPIEg_BYREGION

1978- lS_2
(Inmillionpesos)

PUB.IGWORKSC-.-.-.-.-.-.-.-.-_N.APPROPRIATIONSTOTAL
REGION ACT ACT RELEASES

RegionVl 1,165.90 269.70 1,435.60
7.23 5.53 634

RegionVII 408.70 248.70 657.40
2.53 5.10 3.13

RegionVIII 823.10 432.70 1,255.80
5.11 8.86 " 5.98

Vtsayas 2,397.70 951.10 3,348.80
14.87 19.49 15.95

M regions 16,12120 4_B80.90 21,002.10
100.00 100.00 100.00

NalJonwk_lnler-
regional 4_35.20 773.70 5_%8.90

TOTAL 20,656.40 5,654.60 26,311.00

Sa_: _ olB_ andManagement

percent. Note that the performance was achieved despite Region VIII's low
growth of 1.2 percent in 1979. Between 1980 and 1982, however, the
Visayas' growth turned sluggish, typical of the country's trend around this
period. The rising cost of imported energy and the deteriorating terms of
trade for most of the country's export Cropsbrought about the downward
trend. Among the affected crops were sugar and copra, the Visayas" main
export commodities.

While all regions were similarly affected by the oil price hike, the
deteriorating demand for sugar and copra greatly affected only those
sugar- and copra-producing regions. Hence, the Visayas' economy grew
at a slower pace than the rest of the country. This was aggravated by the
lack of investment support from the govemrnent. As a consequence, the per
capita GRDP for the Visayasgrew annually by 2.0 percent only, from 1,395
in 1978 (at 1972 prices) to 1,508 in 1982.
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Table71
GROSSREGIONALDOMESTICPRODUCT,1978. 1982

(inmillionpesosatconstant1972prices)

ANNUAL PERCAPITA!
GROWTHRATE GDP

REGION 1978 1982 1978-82 1978 1982

RegionVI 7,084.60 8,218.20 3.78 1,616.00 1,728.00
8.60 8.30 89,40 88.70

RegionVII 5,865.90 6,9_9.80 4.41 1,613.00 1,76_.00
7.10 7.00 8920 90.50

RegionViii 2,043:40 2,336.70 3.42 750.00 80a.O0
2.50 2.40 41.50 411.20

Visayas 14,994.00 17,524.70 3.98 1,395.00 1,50,.00
18.10 17.70 77.20 7 40

Philippines82,783,931,00 98,999.70 4.60 1,808.00 1,94_1.00
100.00 100.00 100.00 100.00

L -,,

Source:NationalStalisticelCoordinationBoard.
GrossRegionalDomeslicProductSumman/
(LinkSedes:1975-1984).

The Period of Turmoil: 1982-1985

The first half of the 1980swas the most trying months for the cou_atry.
Greatly dependent on imported oil, the Philippines continued to bleed as
more funds meant to finance infrastructure and other socio-econOmic
developmentprograms were now used foroil importation. Worse, foreign
funds in terms of grants, loans or investments now came in trickles. A_this
juncture, most donor or lending countries needed funds themselves t_ pay
for their own increasing import bills for oil.

Meanwhile the country's foreign funds dried up and the tern_s of
trade deteriorated, thus contributing to the continued economic slump
h'om 1982 to 1985. Highlighting this period was the brewing political
upheaval and the ensuing capital flight from the country. The results Were
negative growth rates in 1984 and 1985, with the three Visayas regions
suffering the same fate.

Because of the national turmoil, the Visayas ended the first half qf the
1980s with a dismal performance. As of 1985, its average family ineome
was equivalent to 69.4 percent of the national average. Also, its po_,erty
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incidence reached 71.1 percent, a rate surpassed only by Bicol (Region V).
The poverty groups in the Visayas consisted of 1.6 million households in
198,5, or 27.4 percent of the total for the country. Most of these poor
households, numbering 645,600, were located in Region VI. Meanwhile,
Regions VII and VIII bad 548,000 and 398,000 poor households, respeo
tively.

The Recovery P_'riod: 1986-1989

With a new government in 1986, the Philippine economy was finally
resuscitated. In 1987, a new People-Oriented Plan was finalized as a
blueprint for the country's reconstruction under the new administration.
The Plan intended to alleviate poverty, increase employment opportunities
and promote social justice. _ These were to be achieved through a two-
pronged, rural-based, employment-oriented development strategy, and
through policies designed to promote freedom of enterprise and a more
market-oriented economy. Given this general direction, each region was
allowed to chart its future path. The new development plan also called for
the mobilization and effective use of local resources and the participation of
the widest segment of society in the development process.

The general plan of the three Visayas regions called for an increase in
productivity in agriculture and the promotion of rural-based, labor-intensive
small- and medium- scale industries. Also given emphasis was the con-
servation and proper management of limited resources so that both the
present and the future generations would be assured of continued income.

Alongside this production-oriented schemes were government pro-
grams designed to generate income and employment opportunities in the
rural areas, such as small-scale rural infrastructure and livelihood activities.
Likewise, the delivery of basic social Services was integrated with the other
programs to help the poor and the disadvantaged groups.

Several major projects were also started, continued or expanded to
provide an overall push for development especially in the rural areas.
Among these were the expedient implementation of the Central Visayas
Regional Projects - Rural Component, a project based on the concept of
resource management, conservation and development; the implementation
of the LocalResource Management Projectin Regions VI to Region VIII;the
continuation of the Samar and Bohol Integrated Area Development Projects;
the installation of the privately initiated Economic District Management
System in Negros and the Cebu Upland Project.Over and above these was

_sThiswasalsodiscussedinChaptersIIandVI.
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the continued expansion and improvement of local infrastructures that will
help expand agro-industrial activities,

Over the years 1987 to 1989, the Visayas continued to receive lessthan
its expected proportionate share in the national budget _ but ma _aged to
attain a creditable performance. From a level of P16.6 billion (at 1972
prices) in 1987, its combined GRDP increased by 5.7 percent _mnually
between 1987 and 1989. Still, it was slightly lower than the 6.1 percent
average annual growth achieved by the whole country in the same period
(Table 72). Region VII led the recovery in the Visayas, growin g by 7.7
percent annually.

As a consequence of the imprOvement in the overall performance of
the Visayas area, average family income increased in real term_ by 18.4
percent from 1985 to 1988. More importantly, its overall poverty ir_cidence
declined from 71 percent in 1985 to 59 percent in 1988. This mea_s that a

Tal_e72
GROSSREGIONALDOMESTICPRODUCT

1987- 1989
Onmi,ionpesosat1972prices)

ANNUALGROWTHRATE
REGION 1987 1988 1989 1987-881988-8.91!187-89

RegionVI 6,617.80 6,909.90 7214.90 4.46 4.41 4.43
6.90 6.80 6.70

RegionVII 7,002.40 7,530.80 8,127.40 7.55 7.92 7.73
7.30 7.40 7.60

RegionVIII 2,976.60 3,086.10 3385.30 3.68 3.21 3.46
3.10 3.00 3.0O

Visayas 16,593.80 17,526.80 18,527.60 5.62 5.71 5.67
17.40 17.30 17.20

Philippines 95,462.80101,398.20107,466.60 6.20 5.98 6.09
100.0O IO0.O0 10O.00

......... i

Source:Nati0ml StalisticalCoordinaUonBoard,
RegionalAc_nts of the Phiippines,1987 to 1989,

" This was c_flrmed by the analysis of percentage distxibution and bias'index for
regional government expenditures (Tables 61 and 62).
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to_l of 185,200 households n_ceived incomes above the poverty line duri_
the indicated period.

Thus, the Visayas area was on the road to recovery by 1989. Its per
capita GRDPincreased from P1,289 (at 1972prices) in 1987to P1,384 by 1989.
Note that the !989 figure is the same as that in 1978, the year when the
regional plan was first implemented.

However, because of their variant growth rates, the three Visayas
regions were differently situated in 1989 than in 1978. In the case of Region
VI, per capita GRDP was equivalent to 89.4 percent of the national average
in 1978. By 1989, the proportion declined to 77.6 percent. Region VII, in
contrast, experienced a marked increase from 89.2 in 1978 to 100 in 1989.
Region VIIIalso improved its standing with respect to the whole country.
From 1978 to 1979, it increased its per capita GRDP from 41,5 to 53.9
percent of the national average.

REGIONAL DEVELOPMENT INVESTMENT PROGRAM

Investment Program Preparation

By the time the first Five-Year Regional Development Plan was
implemented, itbecame clear that the Plan could not be made effective and
meaningful if it would not be translated into specific programs and
projects. Thus, the Regional Development Investment Program (RDIP)_
was born.

Forthe initial preparation of the RDIP,Region VIIwas chosen asapilot
region. Based on the existing regional development plan and using the
concept of the Integrated Area Development (lAD), the government
prepared the first Five-Year RDIP forRegion VII forCY 1980 to 1985. Later,
following the example of Region VII, other regions prepared and com-
pleted their respective RDIPs. Each RDIP consisted of programs and
projects that wore time-bound and localion-specific.

As experienced initially by Region VIIand later, by other regions, the
preparation of the RDIP started with the identification of projects at the
municipal level. Locally identified projects were then integrated and
prioritized at the lAD or provincial level and later on, at the regional level.
Bigger projects were added at each higher level. All projects to be imple-
mented by either the local government units, the national government, or
the private sector were recognized irrespective of funding source; that is,
whether they were funded by the government or the private sector, or local,
national or foreign sources.

SeeChaptersIIandVIforarelateddiscussiononRDIPandIAD.
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Implementation Method and Limitations

To facilitate implementation, all the projects listed in the RDIP w_:re
classified under certain sectors and sub-sectors. They were also identifi ed
according to their implementing agency, since every agency was deem ed
responsible for its projects. Concerned regional offices were then requil ed
to include the RDIP in the preparation of their respective regional offic _'
budget and present these budget to the RDC in a hearing before submitti ng
them to their respective central regional offices in Manila.
• The system, however, had limitations. First, not all the identified

projects included in the RDIPqualified for implementation by government
agency, such as the case of projectsthat were multi-sL_ctoralincharacter a_d
therefore required multi-agency participation. Other projects simply could
not be categorized under any of the approved or authorized lines Iof
programs and projects for implementation by the different government
agenciesY

Second, almost all government agencies were already busy imple-
menting the regular programs and projects that were prepared at t_e
national level. These regular programs and projects already consum_cl
most of their respective budget and occupied most of their manpower, th_as
giving many of the locally and regionally identified programs and proje_s
lesser chances of being implemented.

The question, therefore, was how to implement the RDIPs. Partot t_e
answer was for the region to package a set of programs and projects tl_at
were multi-sectoral and cut across all provinces in the region, and could _e
prepared and submitted for foreign assistance. Again, Region VIIwas used
as the pilot area.

The end-product of the ensuing exercise was the preparation of t_e
CentralVisayas Regional Projects (CVRP)which had two majorcomponents:
the ruralcomponent or CVRP-Iand the urbancomponent or CVRP-II.W_th
the completion of the project preparation for Region VII,two other regio/_s,
Region IIand Region X, were to follow. The rest were to be considered la_er
on.

To date, however, only the CVRP-I has been successfully packag.,d
and implemented with funding from the World Bank. The project w as
started in 1984and supposed to end in 1989,but because of the inadequ_ te
amount of funding released in its first threeyears, the project failed to nu et
its target by the end of the year. The project was thus given up to 1991 to
•complete. Meanwhile, the CVRP-IIloan negotiation with the World Ballk
was aborted following the institution of the new government in 1986. ilts

a8Thiswas discussedingreaterdetailinChapterII.
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funds was transferred to another donor agency. Later, the project's compo-
nents was reduced to include Metro Cebu only, and CVRP-Iwas renamed
the Metro Cebu Development Project (MCDP).

Under this new arrangement two packages of projects had been
prepared: the MCDP Iand MCDP II,both funded by OECFunder the 15th
and 16th Yen Loan Agreements between the Philippines and Japan. A third
package had just been approved by the Regional Development Council of
Region VIIand endorsed for funding to the OECFunder the 17thYen Loan
Program.

Impact of the RDIP

Itis difficult at this point to give a summary statement on the impact
of RDIPs in the three Visayas regions. To do so will require an actual
evaluation of each of the RDIP projects implemented by concerned
agencies in the region as in the caseof single agency projects,or implemented
by separate project offices as in the case of multi-sectoral projects such as

the CVRP and MCDP.
The evaluation process might in fact begin with a question: How

many of the projects listed in the RDIPs since 1980 were actually imple-
mented? The existing information, unfortunately, cannot yet shed light on
this question with finality. As a recourse, one can list down all the major
programs and projects implemented so far in a region and attempt to
determine their impact irrespective of whether they were in the RDIP or
not. One can cite several projects for this purpose, such as the CVRP in
Region VII, the Local Resource Management (LRM) project in Regions VI
and VIII,and the ruralelectrification program carried out inall the regions. _

However, in the absence of a program or project specific data, it is
hard to determine the impact or results of these projects. In fact, most
projects already implemented in the Visayas were recognized not so much
for their impact but, ironically, for their inability to fully meet the needs of
the people. Some of their drawbacks were the pe_nnial lackof power and
water supply in Metro Cebu and the inadequate number of hospitals and
irrigation systems elsewhere.

Instead of a rigorous study on the impact of the RDIP, the previous
sections of this paper merely measured the overall movement of the
economy in the three Visayas regions, particularly the changes in their
GRDP level and other related indicators, such as household, poverty
incidence, etc. Itwas assumed that the changes in the level of the GRDP and
the otherrelated measures were the end-product of all activiiies either done

DetatlaaboutCVI_,IADandLRMproje_ w_e _in Sectic_DctClml_erVI"
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or not done in the Visayas as well as of the disturbances from wmpn and
without, the area.

MEI_O CEBU EXPERIENCE

The Metro Cebu Area

The Metro Cebu area referred in this study covers the set of _mnid-
parities and dries in Cebu province, inclus/ve of the mun/dpalities o fNaga
from the South and Compostela in the North as well as tha dty of l,a mlapu
and the municipality of Cordova in the island of Mactan. As of 1_ Metro
Cebu had a population of 945,253 with an annual intercensal pop _ation
growth rate of 3_ percent from 1970to 1980. By-mid 1990.,the pop_ _afion
was es_-nated to reach 1,238,606 persons with an annual growth rail_of 2.7
percent from 1980 to 1990,assuming a moderatelydedining mortality and
fertility. Using the same assumption, the population of Metro Cebu I_ be
about 1,543,486by year2000, withan annual growth rateof2.2 petter tfrom
1990 to 20O0.

" Metro Cebu is strategically located. Its good harbor facilities r_e it
easily accessible to all kinds of vessels senddng other islands of the V_sayas,
Mindanao and the port of Manila for domestic _ade and the rest lof the
world for international trade. Even before the Spanish period, Cebu has
already been a trading area.

With the establishment of the Cebu International Airport in Mactan
Island, Metro Cebu's growth potential furtherexpanded. Nov_, it is
di_--tly cormect_ with all the airports in. the Visayas, Mindanao, Manila
and some of the dries in other countries.

The airport has also contributed to the development of ther_by
export processing zone. At present, the zone has29firmsproclucing v_rious
light but valuable exportable products such as watches and electronic
components. More firms are coming in or already under constr icfion
within the zone. In fact, almost all of its 119 hectares are already tal_en.

Within the metropolis, business, commercial and industrial estab-
lishments are concentrated in Cebu City. Toward the North is M_ _:iaue
City, haven of locally owned small-and medium-scale industries procudng
for both domestic and export markets. The known exports from the a_ea are
the Cebu rattan furnitures, handicrafts, and fashion accessories and ;tone-
craft products. The area is also known for seaweeds processing.

Most of thebusiness and commercial firms in Cebu City are servicing
not only the local populace but the commercial traders and busi_
from other islands in the Visayas and Mindanao regions as well. Ma_ue
City, on the other hand, links with the rest of the Visayas and Minda_ao for



Wade because of its need for raw ma_d_ _d_ as seaweeds, rattan,
seashells, kenaf, fiber, etc. for its factories and processing plants.

Small- and medium-size firms characterize the industries in Metro
Cebu. Of its many producers, only a few are directly exportin 8. These large
direct exporters, on the other hand, sub-contract small producers.

Some o_ these local export industries to this day are still affected by
the vasmies of world demand for their seasonal and fashion-oriented
products. The same changing world demand pattem affects the industries
at the export processing zone in Macta_

Major Export

The fotlowing arethe major export items from Metm Cebuandtl_ir
corresponding export values (In $ million FOB):

Item 1987 1988 1989

Electronic watches 76.78 92A6 20.03
Rattan furniture 66.07 86.78 31.34
Copper concentrates 13.76 63A3 36_90
Semiconductor 35.95 37.78 5.08
Marine production 30.04 37.76 25.68
Handicraft 15.77 2125 37.97

Raw sugar 29.27 182;6 -36.60
Coconut off 33.24 21.29 -35.96
Bud furniture 12.46 12.97 4.13
l_odstuff 6.71 12.01 79.00
Sbellcraft 11.95 11.84 -0.92
Stone furniture 2.36 10.32 337.61
Coccw/heilcharcoal 6.89 7.82 13.50
Wooden furniture/components 3.19 7.20 125.81
Footwear 5.97 5.44 ..8.75
Garments 1.72 4.41 15&83

• Copra solvent 6.09 3.74 -38.S5
Copra 6.02 2.76 -54.19
Lumber 3.67 3.05 -16.87
Amonium Nitrate 3.49 3.64 4.28
Molasses 3.27 3.96 20.95
Dehydrated fruits 1.15
Dolomite ore 2.37 2.96 24.73
Basketwares 1.35 2.63 95.45
Abaca fiber 2.66 253 -4.65
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Because many of these are export-oriented, they did not su_fer as
much as industries in Metro Manila did during the 1984-1985 crisiS. Since
the effect on the supply of raw materials and financial resources v_as not
drastic, Cebu's production was not adversely hampered. In contrast/most
of the firms in Metro Manila were oriented toward the local _aarket.
Therefore, when the country experienced an economic bust which _nvari-
ably translates into falling real incomes and increased cost of production,
theMetroManila-basedfirmsareimmediatelyhurt. |

Infact,thenatureofMetroCebu'seconomyanditslinkagev_iththe
restoftheVisayasandMindanaobothmade RegionVIIthefastestgrowing

regionwhen economicrecoverystartedin 1987and 1988.Fore_ample,
whileRegionVIIgrewby 7.5percentin 1988andby another7.9l_ercent
in1989,thesourceofgrowth actuallycamefromMetroCebu throughits
constructionactivitiesandotherserviceandcommercialactivities,__swell
asthroughitsexport-orientedmanufacturingsector.Infact,unt_l1989,
RegionVII'sgrowthwas buoyedby theexpansionofcommerdal,lindus-
trialandcommercialactivitiesintheMetroCebuarea.

Growth Indicators

The following are important indicators of Metro Cebu's develdpment
in the last three years: !

Indicators 1987 1988 1!P89

BIRCollection (PM) 861.1 1,105.6 1,_75.1
Customs Collection (P) 448.3 614.0 1,(71.0
Equity of BOI registered firms (p)_o 158.0 850.0 2,149.0
Initial capital for new firms applying

for 41 business names (P) 321.6 531.1 41.0
Paid up capital of firms

registered with SEC (PM)'1 67.0 145.4 _99.9
Exports(US$M) 344.4 456.5 48_.941
Imports (U,S$M) 723.2 1,179.6 1,1_41.4
No. of firms MEPZ Cebu 10 16 29
MEPZ investments (PM) 4.5 51.8 '570
Foreign tourist arrival 99,279 110,185 130,194

/

qo Data includes whole region but most of the firms are located in Mel_o Ceb_ area.

41 Excluding fourth quarter exports of Mactan International Airport. I
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Latest and Forthcoming Developments

Recent activities in Metro Cebu further strengthen its leading role as
the growth center of the South. Among these projects are:

a) The development of the 44-bectare golf course in uptown Cebu
into a new business-commer_al park;

b) The construction of the Cebu transcentral highway which connects
Cebu City to the West thus opening more lands for development
especially for future residential and recreational uses;

c) The approval of the transfer of Lahug Airport General Aviation
service to MactanIsland, thus paving the way for the development
of more areas for cormnerciai purposes in the old Lahug airport
area in Cebu City;

d) The ongoing Mandaue City foreshore reclamation project which
will open up more lands in Mandaue City for business and
commercial purposes;

e) The resumption of the widening activity of the Metro Cebu arterial
road system and the provision of basic urban facilities such as bus
terminals, public markets, garbage collection, and traffic systems
under the two OECF loans (MCDP I and II) packages;

f) The construction of a new Mactan Airport Terminal with funding
from the Philippine Tourism Authority; and

g) The development of first class tourist beach resorts in Mactan
Island and the nearby towns of Cebu province.

On the drawing board are the following major projects initiated by the
local government units of Cebu:

a) Proposed second Mactan Bridge or underwater tunnel to ease the
flow of traffic between mainland Cebu and Mactan Island where
the export processing zone, airport and first class beach resorts
are located;

b) Proposed Cebu South and Mactan-Cordova Reclamation Projects;
c) Further widening of Metro Cebu arterial roads and rural roads

proposed for additional OECF funding;
d) Continuing expansion of the Mactan International Airport to in-

clude the provision of more airport facilities, runway and bigger
airport terminal;

e) Proposed expansion of the Mactan Export Processing Zone to
twice its present size;

f) Proposed Cebu Free Port; and
g) Other numerous government and private sector projects.
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TOWARD A SUSTAINED GROWTH AND DEVELOPMENT

Curnmt Problems and Issues

The specter of poverty continues tOhound the Visayas. While _nly
49_5percent of the nation's total households fell below the poverty line_the
rate was 59 percent in the Visayas region. The g_atest concentration o9the
bottom 30 percent of the country's population is also found in the ar_t.

• The Visayas is inadequately served with infrastructure support _nd
social services facilities as indicated by its low road-population ratio, _ed-
population ratio, books-pupil ratio, and lack of electrification services _nd
potable water supply. The recurring typhoons in Region VIIIcompoun_led
these problems. Any attempt to integrate economic activities and
infrastructure/utilities and social services facilities to Region VIII is h_m-
pered because the area is separated into islands.

Other problems include forest denudation, soil erosion, and dest _ac-
tion of fishing habitats asobserved in Region VII;the limited available I_nd
for cultivation because most, especially those in Region VII, have hi! her
slopes; concentration of production in crops which arehighly vulnerab'.._to
the vicissitudes of woHd demand, like sugarcane forRegion VIand coc¢ ,nut
forRegion VIII;the high level of underemployment and seasonality of r iral
labor; and the continuing bias of the national budget against the Vis_ ras
rc_ions.

Proposed Development StratesF

The socioeconomic future of the Visayas regions depends on tlvree
basic factors. These are: (a) the extent through which the three regions are
able to overcome their natural and man-made limitations; (b) the degr_e to
which each of the three regions can fully use its distinctive capabilities _nd
comparative advantages; and (c) the extent to which the Visayas area can
achieve integration at three levels: (i) the local economy, into a uni Fied
regional economy; (ii) the three regional economies of Regions VI, VII _nd
VIII, into a unified Visayas economy; (iii) and the linkage of the Vis_ ras
economy with the rest of the country and the world.

At the first level, each of the three regions is required to overcom: its
specific regional constraints. In Region VI, its heavy dependence on
sugarcane, which is almost a monocrop, in one of its provinces; in Re_._on
VII, it is its high man-land ratio and the destruction/overuse of its sGn-ce
land, forest, and fishery resources; and in Region VIII,it is the lack orb tsic
rural and social infrastructures and the absence of a strategic industry as its
lead sector.
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For Region VI, there is a need to introduce alternative major sources
of income as well as employment opportunities other than sugarcane
production. For Region VII, it is the conservation, proper management and
rehabilitation of its rapidly diminishing forest, land and fishery resources.
Like Region VI, Region VIII has to finally develop its own economic base
and at the same time, continue to get the much needed funds for its local
infrastructure, utilities support, social facilities, and services.

At the second level, each of the re, on has to identify its own distinc-
tive capabilities and comparative advantages and fully use them. Region VI
has rich arable land, grazing areas and fishing grounds which up to now
(and despite its problem with falling demand for and low prices of sugar),
have enabled the region to produce around half of the gross value added for
crop production, livestock and poultry raising and fishing for the whole
Visayas. In Region VII, its strategic location, good port and airport facilities
and its advanced level of commercial and industrial growth all serve as a
strong base for future development. In Region VIII, its rich arable land and
relatively cheap geothermal power supply are two of its major advantages.
Given the right product choices and agricultural development schemes,
together with the emphasis on heavy and power-intensive industries,
Region VIII has the potential for a strong agro-industrial economy in the
near future.

The success at the first two levels will eventually depend on how far
the local planners and policymakers, on one hand, and the regional and
national policymakers, on the other hand, can work together and complement
each other's work in planning, and mobilizing and allocating resources.
Both groups must be willing to submit to the influence/requirements of
higher order economies of scale as well as the call for area specialization. For
example, local and regional officials shou|d agree on what role their
provinces or specific localities should play in terms of (a) what to specialize
in production, (b) where processing plants can best be located and (c) where
infrastructure and support utilities and services, including social infra-
structure and services, shall first be concentrated to achieve local econo-

mies'of scale and gain externalities.
The same principle and decision making process will have to be

applied among regional officials in the Visayas to arrive at better decisions
on major issues, such as where and when to place the international airport
and trading port, how to allocate power supply, how to provide crucial
transport links among the different islands in the Visayas, where to locate
large scale industries, who shall be the main supplier of the food require-
ments of the area, and where to locate the bulk of agro-industrial processing
activities.

At the third level, the same principle and decision making process
will also be applied to determine the specific roles of the different regions/
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areas of the country and thus, achieve an inter-active and unified hational

economic system. For example, will the Cebu-Iligan-Cagayan de Oro
triangle be the center of future industrial-commercial activities in _ )uthem
Philippines and act as a counterbalance to Metro Manila? What will the

rest of Visayas and Mindanao do? How can the developments irLLuzon
and Metro Manila be complemented by those in the Visayas and Mir danao?
Whilethe regional officials in the Visayas have no effective contrc,i in this
level of policy decisionmaking, it will be useful if indications or di:'ections
from the top are relayed to the regions in advance.
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POSSIBLE AREAS
FOR ASSISTANCE

T " his chapter suggests some areas where assistance can beaccorded the government in-promoting regional develop-
ment and spatial equity.

MACROECONOMIC POLICY REFORMS

Present macroeconomic policies still preserve the bias in favor of the
NCR. A case in point is the present trade regime. Although trade liberaliza-
tion has been introduced by the government in the last few years, the
structure of protection remained biased against agriculture. Thus, the
present trade regime has not encouraged regional growth through the
development of the respective regional primary sectors. This is unfortunate
since there is a strong linkage between agriculture and most resource-
based manufacturing activities; that is, positive developments in their
agricultural sector favor the growth of the manufacturing sector.

Special programs, such as the export processing zones and industrial
states and a host of incentives offered to industries to induce them to locate
in areas outside the NCR have failed. The few firms that avail of the

programs' facilities and incentives give little contribution to the regional
economy Since their backward and forward linkages are thin and their
absorptive capacity is small. Most firms, especially large ones, are still
attracted to the NCR and itsadjacent regions where the level and additional
infrastructure support given by government is highest. All the incentives to
move firms away from the NCR are possibly inadequate enough to com-
pensate firms for the extra cost incurred due to the lackof basic infrastruc-
ture such as roads, ports and warehouses, communications, transport,
business information system, and electricity, in the less developed regions.
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Thus, the NCR is now finding difficulty in absorbing its rapidly glowing
labor force.

The development of the NCR has spilled to the adjacent rggions,
particularly Region IV. Because this region has advanced in its _owth,
development projects like the CALABAR should perhaps be revie_ved. It
may be worthwhile to reaUocate resources intended for the develop_nent of
the CALABAR area to Region VII or Region XI. Redirecting the project to
such regions will bring about the development of either of these regions.

As regards monetary, banking and credit policies, reforms initiated
by the government in 1986 must be continued and supported. The recent
move to relax regulations on bank entry and branching (e.g., removal of the
requirement that banks purchase a certain amount of government se _rities
for every branch opened, ending the moratorium on the grantfi Lgof a
commercial banking license, etc.) is a welcome development. In f lct, the
reforms have already produced some positive results. Banks--im'luding
rural banks---are now intensively mobilizing deposits rather than deg ending
on the Central Banks' rediscounting window, as they used to do in !he past
when cheap rediscounting policy was pursued by the Central Bank (Lamberte
and Relampagos 1990).The reduction in the functional differences among
various bank categories has also improved competition. Banks _came
more innovative to survive.

Meanwhile, proposals to strengthen the supervisory and exan ination
capability must be supported to prevent fraud (World Bank Repor 1988).
This will further improve the people's confidence in thebanking syst m and
facilitate the banks' task of mobilizing deposits.

At present, there are threats of policy reversals from the leg Lslative
branch. For instance, several bills that recommend the reimposition of
interest rate ceilings have been filed in Congress. Another bill prolcoses to
create Regional Universal Banks (RUBs) as an answer to the problen Lon the
flow of funds from rural areas to urban centers, specifically in th.,, NCR.
However, incentives such as lower intermediation taxes, rediscc unting
privileges with government banks, higher single borrower's limit, higher
maximum amount of insured deposits, etc., to be granted to RUBs wiUgive
them unfair advantages over the existing thrift banks and ruralbank: _.Thus,
policies along these lines will only continue to segment the fi _ancial
markets and stifle competition. Policy reversals should be resisted

Special credit programs, on the other hand, also need to be re_ iewed.
Although most ofthem carrythemarket rates, they remain small, fragr _ented,

•uncoordinated and grossly overlap each other. Moreover, the bigg__rones,
like IGLF and GFSME, tend to allocate more of their loanable ft Lndsto
regions, such as NCR and Region W, that have been considerably ftvored
by other macroeconomic policies. Perhaps the government should slowly
move away from direct lending programs and concentrate inst _ad on
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PossibleAreasfoeAssistance

strengthening the credit guarantee system. _ The credit guarantee system,
after all, has the following advantages over direct lending programs:

(a) The government has limited resources. Thus, given a higher
gearing ratio_the resources used in the credit guarantee program
can be more widely spread than in the other strategy. If the
gearing ratio is 5, for instance, P1 can support P5 worth of loans.

(b) The credit guarantee system does not discourage savings mobili-
zation since banks will be using their resources for on-lending.

(c) Most of the projects in the rural areas will certainly benefit from
a strong credit guarantee system since they need it most. Banks, in
contrast, usually perceive projects or borrowers in rural areas to
be riskier than their urban counterparts.

Finally, the government's effort to decentralize substantial functions
to regional and local institutions must be sustained since its reforms
encourage more meaningful people participation in the development
effort. For example, the national government's plan to extend the Pilot
Decentralization Project to eight additional provinces representing the
remaining regions has many positive implications. The plan will allow the
rest of the provinces within a region to learn from the experiences on say,
the new budgeting procedure, of one of the Project's provinces.

INSTITLrlIONAL STRENGTHENING

The regions' development hinges largely on the strength of the re-
gional institutions responsible for formulating and implementing plans.
Despite the government's efforts to reshape regional institutions, much
remains to be done in strengthening them.

Strengthening requires some changes on policy and development of
humafi resources. This is one area where training and technical assistance
can be provided. The assistance envisioned should include the following
components:

_aiGLFisreallynotacreditguarateeprogramsincealmostallofitsfundsareusedfor
oll-k_ltn_ Althougha significantproportionof its resourcesareusedfo¢its guarantee
program,Cla3MEalsoheavilyengagesitselfindirectlendingactivitie_
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P

Policy Framework i

a) Local governments should be given greater and more autonomy
in exercising initiative, making decisions; and taking actioO in the

conduct of community affairs. |
• b) The national government shall deconcentrate ° more of itsJopera-

tions from central to regional level to complement the devolution

process and to improve the effectiveness of national develgpment
and service programs. By pursuing this policy, departme/_ts and
other national offices with field operations will: i) adopt_ more
common form and rate of regionalization for their field u_its; ii)
delegate more substantial and administrative authority 1o their
regional offices and field services, including the authc,rity •to
initiate identification of programs and. projects; iii) earrr ark an
increasingly greater proportion of their budgets for rq.,gional
operations and provide for more direct budgetary rele lses to
regional and field offices; and iv) decentralize decisiom rmking
and deploy •more. of their financial resources, manpowq n', and
other resources to the regions so as to facilitate transactio] is with

field units, local governments, and nongovernmental grou _s. The
General Appropriations Act for succeeding years should include
detailed regional and local breakdowns of agency budgei s.

c) The RDCs and the LDCs should ensure the adoption of the_ _ttom-
up approach in the planning process. The RDC must set the direction
of the region's economic and social development. It mu st also
adhere to prescribed planning documents such as the A[P and
coordinate with LDCs to guarantee consistency between tl _ local
development plans, and the regional plans and priorities.

d) The RDC, granted with substantial functions, powers and r_spon-
sibilities by EO 308, should strengthen the coordinative nature of
the regional development process and use the new r(gional
structure specified in the Order. The relationship that e'_ sts be-
tween the legislative and the executive branches of the 8 _)vern-
ment should be replicated at the regional level. That is, the RDC

should optimize the presence of congressmen in the R,_A by
consulting the assembly on major policies, programs, and l: rojects
planned for the region.

43Thisconceptwas _ in ChapterlI.,
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Training Programs

The technical capabilities of the RDC and the LDC as planning
organizations, their individual members, and their component LGUs shall
continuously beupgraded and honed togive such groups greatercapabilities
in formulating, implementing and monitoring development projects. These
will provide faster administrative decentralization and political devolu-
tion.

Two short-term training programs are envisioned: one, that which
will equip RDCs and LDCs members with some skills for formulating
policies; and two, a program that will equip the technical staff of RDCs and
LDCs with skills comparable to those of the staff of line agencies" central
offices. The training programs may be handled by a local training institution
with some assistance from foreign experts, if required.

Acquisition of Equipment

The Philippines has some edge over other nations in its human
resources. However, Filipinos' performance is hindered by the lack of
proper equipment. Thus, any technical assistance provided to Filipino
trainees should include a program for the purchase of office equipment,
specially micro computers that can store reasonable amount of database
and process simple statistical analysis.

RESOURCE MOBI[J7_ATION

Since bank entry and branching, especially in the countryside, has
also been encouraged, the attention now shifted toward strengthening the
supervisory function of the Central Bank. This is perhaps one area where
muitilaterals such as the Asian Development Bank (ADB), the World Bank
and the United States Agency for International Development (USAID) can
help design and implement short-term training programs for the Central
Bank staff.

Similarly, regions must be able to improve their ability to mobilize
and allocate financial resources through the fiscal system. Here, _aining
programs for local government employees on fiscal management and
project development are necessary. However, such programs will be

• rendered ineffective unless policy reforms in the fiscal system are first
initiated. The fiscal system must he more decentralized to grant LGUs the
concomitant fiscal autonomy. All reforms in this aspect, should comple-
ment the efforts in strengthening regional institutions. Among the reforms
that should be considered are those on:
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Real Property and Local Taxes

In the area of real property taxation, the following specific m(_asures
may be considered: _

a) Review the exemptions enumerated in theReal Property Ta_ Code
to broaden the taxable base of the property tax.

b) Provide local units with greater flexibility in setting the ta_ rates
by allowing a wider range between the minimum and maximum
ceilings. To date, only provinces and municipalities imp(_se the
maximum rates allowed under the law.

With respect to the taxing and other revenue-raising powers _f local
governments under the Local Tax Code, the following recommenctations
may be considered:

c) Rationalize the taxing powers of local governmentsby assig aing to
them functional taxes. Functional taxes refer to those taxes which
LGUs can effectively impose and collect revenues from. Fol this to
take effect, there must be an identifiable tax base forevery lo :al tax.

d) Review the revenue sharing system with primary consid_._ration
given to the functions and responsibilities of local govern merits.

e) Allow local governments to set their own tax rates in con_fast to
the present practice where rates have been fixed at a :ertain
amount or percentage.

f) Simplify the schedule of business tax rates based on the acome
classification of local government units.

A review of statutory obligations imposed on LGUs is also r_eeded
since these erode local revenues. Among these are: (i) mandatory _0ntri-
bution to the Integrated National Police (PD 623); (ii) remittance _f alien
registration fee and livestock development fee; and (iii) contribulion to
legal research fund.

With respect to local tax administration, the following measures
should be considered: r

g) Undertake tax mapping operations or cadastral surveys which are
critical for effective real property tax enforcement.

h) Adopt amore aggressive approach to tax collection by: (i)applying
the legal remedies allowed by law to collect delinquent tax_s; (ii)
developing more efficient record management that will fa_:ilitate
monitoring of tax compliance; and (iii) conducting infor_nation
and education campaigns in certain respective areas to raise the
people's level of tax consciousness.

Note that Senator Pimentel merely consolidates the present Real, Property T_x Code
into his proposed SB No. 155, whereas the recommendations given here are designed to

improve/enhance the revenue-raising capability of the real property tax. /
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On National Allotment

The national allotment scheme needs to be reviewed, too. The follow-
ing are the weaknesses of the present scheme:

a) The present allotment scheme consisting of: the regular internal
revenue allotment provided for under PD 144as amended by PD
1741;the specific tax allotment under PD 436, as amended; and the
local government revenue stabilization fund included in the Ap-
propriation Act for 1987 (RANo. 6642) are unduly fragmented.

b) The regular internal revenue allotment, which is 20 percent of the
national internal revenue'collections for the third preceding year,
is not entirely and regularly released to local governments. Simi-
larly, the barangays' 10 percent share is irregularly released. That
is, the share is given only on a per projectbasis in accordance with
LOI 636.

c) The specific tax allotment is the local governments" share from
specific taxes collected on four petroleum products during the
second preceding year. A local government's share is based on
fixed amounts per literof volume capacity and is not responsive to
changes in specific tax rates. The share increases only if the volume
of removals of the petroleum products rises. Of the total amount
available for allotment, only 75 percent is regularly released to
local governments The remaining 25 percent accruing to the
barangays is released in accordance with LO1636.

d) The local government revenue stabilization fund is allotted to
local governments to compensate for their shortfall in specific tax
allotment beginning CY 1987. This stop gap measure could have
been avoided if the necessary reforms had been undertaken.

The present allotment system should be rationalized to give more
meaning to the Constitution's local autonomy provision. Moreover, this
will also give substance to the constitutional mandate that "local govern-
ment units shall have a just share, as determined by law, in the national
taxes which shall be automatically released to them" (Sec. 6, Art., 1987
Constitution). The following are specific reco_ations:

a) Consolidate the different schemes into one national internal rev-
enue allotment. Both the specific tax allotment and the local
government revenue stabilization fund should be integratedwith
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the regular allotments? s The national government has to cdnsult
the LGUs regarding government's "reasonable" share in total
revenues, given the varying local needs and costs of delivering
basic services. There is therefore a need to review the basis and
method of revenue allotment.

b) Corollarily, consider the revenue allotment vis-a-vis the amount
of local taxes raised. To reward LGUs for their tax effort, acounter-
partor equivalent allotment may begiven. In this way, the local tax
effort becomes a component of the formula for distribution of
allotments.

c) Abolish all mandatorycontributions to the national governm _ntto
improve the local governments" financial condition. At pn :sent,
the national government requirescertain(mandatory) contribxLtions
from the LGUs but, in turn, bestows on them grants and a_ds to
cover the local fiscal gap. This roundabout way of suppleme ating
LGU resources can be eliminated or avoided once such reso arces

are efficiently allocated. Forexample, based on the 1989preliminary
figures, the mandatory contributions to the Integrated Nat ional
Police by LGUs was P215 million. _ Hence, what is the finl Lncial
implication of this proposal? It is the revenues foregone of al least
P215 million annually.

On Local Budgeting

Obviously, there is a need to streamline the budgeting process_ The
first taskwill be to install an efficient administrative machinery. The I_GUs
will also have to negotiate with the national government for a remo_ralof
many major restrictions on the local budgeting process. Because LGUS_ave

a clearer perspective on development needs in their areas, they canprovide
more realistic budgets.

REGIONAl2 AND SECTORAL FOCUS OF ASSISTANCE

Giving the LGUs more responsibility to mobilize and allocate re-
sources will certainly benefit all regions in the end. However, it will b_nefit
the economically advanced regions which used tobe favored by government
policies and programs more than the lagging ones because the fo_mer

e This has not yet been accomplished in the 1990 budget.

Unfortunately, data on aid to government hospitals and to barangays could not _,t be
obtained at the time of writing this book.
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already have broader and more diverse economic activities. This, therefore,
•calls for greater government intervention to help lagging regions catch up
with the more progressive areas.

Based on the previous analysis, Regions V, VIfl, and VI ranked lowest
in terms of the levels of their development relative to other regions.
Interestingly, Region VIIranked ninth among the 13 regions and, together
with Region VI, consistently obtained lower biasindex forregional govern-
ment expenditures from 1977 to 1987. That is, both regions had been
receiving proportionately less support from the national government than
what they had been contributing to the economy compared to other
regions. The Visayas regions therefore deserve some attention from the
national leadership.

There are several advantages in directing the assistance to the Visayas
regions. First,among the five regions with the lowest level of development,
three come from the Visayas area. Thus, the assistance is needed to address
their underdevelopment. Second, the Visayas has a lead region, i.e., Region
VII, thatcan help hasten the development of the other two Visayas regions.
They are already linked in various ways, such as in trade and production.
Metro Cebu of Region VIIis also linked with regions in northern Mindanao
and has a larger base of export-oriented industries. And third, the Visayas
area can serve as a counter magnet to the NCR-Region m-Region W axis.

The absence of a relationship between the regions" economic per-
formance and performance in social development is possibly due to the
concentration of government services on other poorer regions. Such thrust
in the national government's support is expected to continue in the future;
hence, the need to search for additional assistance for economic projects/
programs in the Visayas regions.

Assistance is thus needed for the following projects:

1. Provision of basic infrastructure and utilities to serve as the

backbone for the area's development. More specifically:
a) The immediate interconr_tion of the island-province of Cebu

with the source .of geothermal power in Negros island and
Leyte;

b) The development of an inter-modal transport system between
the major island of the Visayas by land and sea to facilitate the
flow of goods, raw materials and semi-finished or completely
finished products from the different island of the-Visayas to
Metro Cebu, and vice versa;

c) The opening of Cebu as the gateway to the world outside of
Manila for communication purposes and the improvement of
the area's telephone system;
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d) Expansion of Mactan International Airport and other
neighboring airports;

e) Solution of Metro Cebu's water supply problem and the devel-
opment of water supply systems in all the other urban centers
in the Visayas.

f) Creation of a second bridge or underwater tunnel connecting
Cebu Island with Mactan Island.

2. Rural upliftment and development
a) Completion of rural water supply requirements and promo-

tion of sanitation. An example of projects in this area i_ the
Australian (grant) Fujaded Central Visayas Water Supply and
Sanitation Project.

b) Implementation of a well-coordinated and accelerated rural
development program. Presently, the existing integrated rural
development programs--such as the Integrated Area I_vel-
opment Projects in Bohol and Samar; the Local Resource bian-
agement Project in Region VIIIand to Region VI, the C_ntral
Visayas Regional Project I - Rural Component, and the _ebu
Upland Project--are of different versions;

c) Completion of rural electrification;
d) More programs on local natural resources management, lcon-

servation and rehabilitation which will take off fron_ the
experiencesof the World Bank-funded CentralVisayasReg_onal
Project; and /

e. Agro-forestry and reforestation.

3. For agro-industrial development
a) Establishment of provincial and/or district level peoplets in-

dustrial centers in areas where processing plants exist _long

with necessary facilities and infrastructure to help increase
agricultural production and rural development; and

b) Improvement of local road and transport networks se_ng

agricultural production areas to link the latter with pro_ngcenters and urban settlements.
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AppendixA
FISCALINCENTIVESGRANTEDBYINDUSTRIALESTATEAUTHORITIES

EXPORTPROCESSINGZONE PHIVIDECINDUSTRIALAUTHORITY
AUTHORITY

1. NetoperalJnglosscarry-over 1. Exemplionofcapitaleqdpmenkraw
2. Accelerateddepreciation materialsandsuppliesfromcuslom
3. ExemplJonofcapilalequipment,raw duliesandinternalrevenueandlocal

materialsandsuppliesfromcustom taxes
dutesandinternalrevenueand 2. Exemplionfromlocaltaxesand
localtaxes license

4. Exemplionfromexporttax 3. Exemptionfromwharfagedulies
5. Exemplionfromlocaltaxesand 4. BOl'sincerdJvesif qualifiedfor

licenses,exceptrealestatetaxes IXomolk_underitslaw
6. Exemptionfromcontractor'stax
7. Exemptionfromwharfagedues
8. Exemptionfromrealpropertytaxof

exportproduclJonequipmentor
machineries

9. DeduclJonoflabor-lrainingexpenses
10. Deductionoforganizationaland

pre-operalJngexpenses
11. Taxcredtintaxespaidonsupplies

andrawmaterials
,, J

Source: ExportProcessingZone Authority,BOI.

221



_TION AND PROSi"_3 IRE)R_NAL GROV_I'H

AppendixB
METHODOLOGICALNOTES

]

Theuseof standardizingscoresis a veryusefulstatisticaltrialincomparir_gand
combiningtwoormoredifferentdatasets.Toarriveata standardscore,we u_ethe
formula:

71 =
(10)+ 50

Si

where: Zq = standardscore

Xq = indicatorrawscoreof a region
X = samplemean

$= = standarddeviationwhere

S, = [1-_ _ (X,- X,)"_l'_

Foreach.region,theaveragestandardscoreisdeterminedbytakingthesl_ndard
scoreoneachortheindicator,addingtheseanddividingby2. Insymbols, /

z +z=
2

where: Z1 = standardscoreonindicator1

Z= = standardscoreonindicator2

(PleaserefertosectionDofChapterIlL)
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ApperdxC
GROSSDOMESTICPRODUCT,BY INDUSTRIALORIGIN

1975to 1988(sharesin%)

1. THEPHILIPPINES

INDUSTRY 1975 1980 1985 1988

I. AGRI.,FISHERY,FORESTRY 26.8 25.6 292 27.3
a. Ag_ crops 16.5 16.1 183 162
b. I._ & _ 3.7 3.8 52 5.6
c. Rshep/ 4.7 4.2 4.9 4.8
d. Foresby 1.8 1.5 0.8 0.7

2. INDUSTRY 34.1 36:2 32,3 32.7
a. Mbingandquarrying 2,1 2.4 2.0 1.6
b. Manubctudng 25.3 25.0 24.0 24.8
c. Construction 5.8 7.7 4.7 4.4
d. Eleddcily,gas,waler 0.9 1.0 1.6 2.0

3, SERVICESECTOR 39.1 38.3 38.6 40.0
a. T_n 5,3 52 5.5 5.5
b. Trade 12.8 132. 15.6 15.6
c. Rnameandhousing 7.8 7.7 4.8 6.2
d, Olhersewices 13.3 12.2 12.6 12.7

GROSSDOMESTICPRODUCT 100,0 100.0 100.1 100.0

2. THENATIONALCAPITALREGION

INDUSTRY 1975 1980 1985 1988

1. AGRI.,RSHERY,FORESTRY 0.0 0.0 0.0 0.0
a. Agdculturalcrops 0.0 0.0 0.0 0.0
b. Livestock&poultry 0.0 0.0 0.0 0.0
c. Rshery 0.0 0.0 0.0 0.0
d. Forestry 0.0 0.0 0.0 0.0

2. INDUSTRY 50.9 522 51A 47.4
a. Miningandquarrying 0.0 0.0 0.0 0.0
b. Manufacturing 41.7 42.0 41.8 37.7
c. Consln_ 7.3 8.3 6.6 5.8
d. Ebclridly,gas,water 1.9 1.9 3.0 3.9

3, SERVICESECTOR 49.1 47.8 48.6 52.6
a. Transl_ 6.8 7.0 8.0 7.9
b. Trade 9_6 9.9 13.6 13.3
c. Rnarceandhousing 10.0 11.3 4,7 9.0
d. Otherservices 22.8 19.6 22.3 22.4

GROSSREGIONALDOMESTICPRODUCT 100.0 100.0 100,0 100.0

Source:NationalStalislk;alCoord_a_onBoardas ofJanuaP/1989.
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;

AppendixC (con,nued)

3. REGIONI

INDUSTRY 1975 1980 1985 1!88

1. AGRI.,FISHERY,FORESTRY 37.0 37.2 48.9 42.9
a. Agriculturalcrops 28,4 29,5 34,0 3:).3
b. L_estock& poultry 6,0 4.9 10,5 1:).5
c. Fishery 2.4 1,9 2.2 1.9
d, Forestry 0.3 0.9 0.3 ).2

2. INDUSTRY 24.9 24.6 1912 23.8
a. Miningandquamjing 14.6 11.7 6.9 ].1
b. Manufacturing 5.4 6.4 7.4 12,1
c. Construction 4.3 5,5 3.5 |2
d. Electricity,gas,water 0.5 0.9 1.5 1.4

3. SERVICESECTOR 38.1 38.2 33.9 3],3
a. Translxxlation 5,3 5,2 4.8 |.9
b. Trade 9.2 10.4 10.4 1).1
c. Rnanceandhousing 102 9.1 6,8 5.9
d. Otherservices 13.4 13.6 11.9 11.4

GROSSREGIONALDOMESTICPRODUCT 100.0 100.0 99.9 9).9

4. REGIONII

INDUSTRY 1975 1980 1985 1¢.B8
... j-..

1: AGRI.,FISHERY,FORESTRY 50.2 44,1 57,0 55.1
a. Agriculturalcrops 37.0 29,5 39,6 31.7
b, Livestock& poultry 5.9 5.0 10.4 11.9
c. Rshery 0.8 0.6 0.7 ).8
d. Forestry 6,5 8,9 6.3 1,7

2. INDUSTRY 16,0 25,8 10.6 1 ).3
a. Miningandquarrying 0.0 0.3 1,3 ).8
b. Manufacluring 4.7 4,3 3.1 L0
c. Con_h._ion 11,0 20.8 5.4 ;.6
d. Eleclricity,gas,water 0.3 0,4 0.8 ).9

3. SERVICESECTOR 33.8 30.1 32.3 3:L6
a. Transportation 2.1 1.7 1.9 !,0
b. Trade 13.1 11.1 i3.0 111.1
c. Rnanoeandhousing 8.1 6,6 6.0 ;,7
d. Otherservices 10,5 10.7 11.5 1,,8

GROSSREGIONALDOMESTICPRODUCT 100,0 100.0 100.0 10),0
,m,

,Sour(e:NationalSta_sticalCoordinationBoardasofJanualy1989.
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AppendixC(_nue_)

5, REGIONIII

INDUSTRY 1975 1980 1985 1988

1, AGRI.,FISHERY,FORESTRY 28.9 26.8 29.1 28.5
a. AodeulturaJcrops 18.0 15.8 18.0 16.6
b. livestock& poultry 7.1 9.1 8.8 9.3
c. Rshem/ 2.9 1.8 2.3 2.6
d. Forest/ 0.g 0.0 0.0 0.0

2. INDUSTRY 34.4 37.0 34.9 34.8
a. Miningandquarrying 1,5 2.9 2A 1.5
b. Manulacturing 28.3 25.1 23.0 24.6
c, _ion 5.9 7.9 7.8 6.6
d. Eledddly,gas,w=er 0.7 1.0 1.7 2.1

3. SERVICESECTOR 36.7 36.2 36.0 36.7
a. Transpo_ion 5.1 4.7 5.0 5.0
b. Trade 16.4 17.1 18.4 18.6
c. Financeandhousing 6.7 6.1 4.7 5.1
d. other,services 8.4 8.2 6.0 8.1

GROSSREGIONALDOMESTICPRODUCT 100.0 100.0 100.0 99.9

6. REGIONIV

INDUSTRY 1975 1980 1985 1988

1. AGRI.,FISHERY,FORESTRY 30.2 27.7 30.3 29,7
a. AgdculturaJcrops 14.5 13.1 15,1 13.0
b. Livestock&pouHry 7.9 92 9.4 10.9
c. Fishery 6.9 4.9 5.5 5.5
d. Forestry 0.9 0.4 0.3 0.3

2. INDUSTRY 39,6 41.6 37,0 39.2
a. Miningandquarrying 2.2 32 1.5 1.2
b. Manulacturbg 31,1 29.0 29.6 32,4
c. Construction 6.0 9.0 5.2 4.8
d. Ebctddly,gas,waler 0,3 0,4 0.7 0.7

3. SERVICESECTOR 30.3 30.7 32.7 31.1
a. Transpo_ion 5.6 5.8 6.4 6.1
b. Trade 11.3 12.8 16,1 15,1
c. FinarK:eandhousing 6.4 6.0 4,3 4.0
d. Othersen_ces 6.9 6.1 6.0 5.9

GROSSREGIONALDOMESTICPRODUCT 100.1 100.0 100.0 100,0

Source:NalionalSta_ticalCoordinat_nBoardasofJanuaP/1989.
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EI_EN'IRALIZATION AND PRO6PECI_ FOR 1EGIONAI.

AppendixC
7. REGIONV

INDUSTRY 1975 1980 1985 1988

1. AGRI.,FISHERY,FORESTRY ...... 59.3 52.9 58.6 552
a. Agriculturalcrops 32.9. 33.9 33.9 292
b. Livestock& poultry 4.5 3.0 7.1 8.6
c. Rsh_ 21.1 15.4 17.4 17.4
d. ForesW 0.8 0.6 0.1 0.0

2. INDUSTRY 9.4 14.5 8.8 9.9
a. Miningandquanying 0.2 0.3 0.7 1.2
b. Manufacturing 2.8 2.6 2.6 32
c. Constmclion 5.7 10.7 4.3 3.8
d. Electridly,gas,w_er 0.7 0.8 1.3 1.6

3. SERVICESECTOR 31.3 32.6 32.6 35.0
a. Transportation 3.4 3.5 3.8 4.0
b. Trade 7.0 7.6 8.8 9.9
c. Rnanceandhousing 8.5 8.3 6.8 7.4
d. Others_ 12.4 13.2 13.2 13.7

GROSSREGIONALDOMESTICPRODUCT 100.0 100.0 100.0 100.0

8. REGIONVI

INDUSTRY 1975 1980 1985 1988

1. AGRI.,FISHERY,FORESTRY 44.5 392 422 42.3
a. Agriculturalcrops 28.0 27.5 24.3 23.0
b. Livestock& poultry 3.2 4.0 7.7 8.5
c. Rshe_ 12.7 7.0 10.1 10.8
d. Forestry 0.6 0.7 0.0 0.0

2. INDUSTRY 25.7 27.6 21.2 172
a. Miningandquarrying 2.1 1.3 2.5 4.0
b. Manufacludng 21.0 21.6 15.5 102
c. Construction 2.3 4.3 2.3 2.2
d. Electricity,gas,water 0.3 0.4 0.9 0.9

3. SERVICESECTOR 28.8 33.1 36.6 40.5
a. Transportation 2.3 2.4 2.7 3.0
b. Trade 14.5 16.6 19.5 21.4
c. Rnanceandhoming 5.3 5.3 4.4 5.1
d. Otherservices 7.7 8.9 9.9 10.9

GROSSREGIONALDOMESTICPR(:_UCT 100.0 99.9 100.0 100.0

Source:NalionalSta_ticalCoordinationBas_lasofJanualy1989.
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AppendixC (continued)

9. REGIONVII

INDUSTRY 1975 1980 1985 1988

1. AGRI.,FISHERY,FORESTRY 242 23.4 23.2 21.6
a. Agriculturalcrops 12.0 10.7 8.9 8.1_
b. Livestock& poulW 7.5 5.9 6.9 6.5
c. Rshery 4.3 6.6 7.4 72
d.Foruey 0.5 02. 0.0 0.0

2. INDUSTRY 29.7 342 30.5 31.6
a. Miningandquarrying 10.3 11.3 82 72
b. Mar_uring 15.1 16.7 18.6 20.9
c. Cmslmdbn 3.8 5.6 2.6 2.6
d, Becld_, gas,water 0.6 0.6 1.1 1.1

3. SERVICESECTOR 46.0 42.4 46.3 46,4
a. Transpodation 72 6.5 6.4 6.1
b. Trade 22.7 20.5 25.7 26.6
c. Rnarceandhousing 53 5.1 3.9 42
d. Otherservices 10.8 10.3 10.4 9.5

GROSSREGIONALDOMESTICPRODUCT 99.9 100.0 100.0 99.9

10:REGIONVIII

INDUSTRY 1975 1980 1985 1988

1. AC_I.,FISHERY,FORESTRY 53.0 53.8 592 59.5
a. Agdcubxalcrops 33.5 33.8 36.3 33.6
b. _ &poultry 3.7 3.6 6.4 82
c. Fish_ 13.9 13.7 152 152.
d. Forestry 1.9 2.6 2.1 1.5

2. INDUSTRY 16.6 142. 9.6 102
a. Miningandquanying 4.4 0.7 2.4 0.3
b. Manulactudng 3.4 3.3 2.7 4.5
c, Construction 8.5 9.4 3.3 3.6
d. Bec_ly. gas,w_er 03 0.8 1.3 1.7

3. SERVICESECTOR 30.4 31.9 31.2 31.3
a..Trampc_ 3.1 33 2.7 2.7
b. Trade 6.5 7.6 8.0 7.5
c. Rnanceandhousing 9.6 9.0 8,5 8.8
d. Otherservices 11.1 12.1 12.1 12.3

GROSSREGIONALDOMESTICPRODUCT 100,0 99.9 100.0 100.0
--- I

Source:NalionalSta_'ti_¢o_na_ BoardasofJasuay1969.
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AppendixC(continued)

II. REGIONIX

INDUSTRY 1975 1980 1985 1988

1. AGRI.,FISHERY,FORESTRY 48.9 5911 64.7 62.5
a. Agriculturalcrops 29.1 22.9 26.4 25.5
b. Livestock&poultry 4.7 2.6 5.1 52
c. Rshory 9.3 29.2 31.2 30.5
d, Forestry 5.8 4.5 2.0 13.

2. INDUSTRY 11.0 9.7 6.9 9.2
• a. Miningandquanying 1.1 0.3 0.4 0.7

b. Manufacturing 4.7 3.5 4.8 6.6
c. Construction 4.8 5.5 1.6 1.6
d. Electricity,gas,water 0.3 0.3 0.4 0.3

3. SERVICESECTOR 40.2 31.2 28.4 28.3
a. Transportation 8.7 6.7 5.5 5.6
b. Trade 12.2 10.5 10.1 9.5
c. Rnanceandhousing 9.0 6.3 5.5 5.7
d. Otherservices 10.3 7.7 7.4 7.6

GROSSREGIONALDOMESTICPRODUCT 100.1 100.0 100,0 00.0

12.REGIONX

INDUSTRY "1975 ,1980" i9_ .... i988

1. AGRI.,FISHERY,FORESTRY 412 39,8 44,3 40,5
a, Agriculturalcrops 24,8 30,0 35.0 31,1
b. Livestock& poultry 4.2 2.2 4.9 5.0
c. Rshery 5.7 1.3 1.4 1.3
d. Forestry 6.5 6.3 3.1 3.2

2. INDUSTRY 21.1 24,8 23.0 27.4
a. Miningandquarrying 0.6 4.9 3,9 0.6
b. Manufacturing 15.0 13,2 15,4 23.2
c. Construction 5.1 5,9 2.5 2.2
d, Electricily,gas,w=er 0.4 0.8 1.2 1.3

3. SERVICESECTOR 37.8 35.3 32.7 32.2
a, Transportation 3.1 2.5 2.1 1.8
b, Trade 19.0 19.7 19,5 19,7
c. Rnanceandhousing 6.7 5.1 3.9 3,9
d. Otherservices 9.0 8.0 7.2 6.8

GROSSREGIONALDOMESTICPRODUCT 100.1 100.0 99.9 99,9

Source:NationalStalJsticEdCoordinalJonBoardasofJanuap/1989.
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Apper_C (continued)

13.REGIONXl

INDUSTRY 1975 1980 1985 1988

1. AGRI.,FISHERY,FORESTRY 46.0 43.6 49.7 46.5
a. Agric_ crops 29.4 332 41.5 373
b. Li_ &poultry 2.9 2.7 4.0 4.7
c. Rshe_ 3.0 1.3 1.3 1.3
d. Forestry 10.7 6.3 2.9 32

2. INDUSTRY 16.5 19.4 15.4 18.6
a. Miningandquarrying 0.0 1.0 1.9 1.4
b. Manufacturing 11.3 13.1 11.1 14.1
c. Consltuction 5.0 5.1 2.0 2.4
d. Electricity,gas,water 02 02 OA 0.7

3. SERVICESECTOR 37.5 37.0 34.9 34.9
a. Transportation 4.4 4.4 4.1 4,0
b. Trade 20.4 20.5 20.7 21.0
c. Rtatce andhousing 5.3 4.7 3.6 3.6
d. Otherservices 7.5 7.3 6.6 6.3

GROSSREGIONALDOMESTICPRODUCT 100.0 100.0 99.9 100,1

14.REGIONXll

INDUSTRY 1975 1980 1985 1988

1. AGRI.,FISHERY,FORESTRY 55.1 57.3 57.6 53,6
a. Agriculturalcrops 46.0 45.4 44.5 40.9
b. Liveslock&poultry 2.7 2.0 4.8 5.0
c. F_,he_y 2.0 6.4 6.8 6.3
d. Forestry 4.3 3.4 1,6 1.4

2. INDUSTRY 192. 20,8 20,0 26.4
a. Miningandquanying 0.1 0,1 02 02
b. Manulacludng 15,3 13,8 14.6 21.0
c. Conslmctian 3.2 5.8 4.0 3,9
d, F.bctddly,gas,water 0.6 1,0 1.3 1.3

3. SERVICESECTOR 25.7 21.9 22.3 20.0
a. Translx_ation 2.7 2.2 2.0 1.8
b. Trade 8.5 6.9 8.0 6.8
¢, Rnameandhousing 7.0 5.4 4,8 4.5
d. Othersen'ices 7.4 7.4 7.5 6.9

GROSSREGIONALDOMESTICPRODUCT 100.0 100,0 100.o 100,0

Source:NationalStalisticalCoordinalJonBoardasofJanu=y1989.
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13_CENIggLIZA'IIONAND_ I_ORREI3K_ALGROW'I'H
1

A;g_r_ O
AVERAGEANNUALGROWTHRATESOF

GROSSDOMESTICPRODUCT,BY INDUSTRIALORIGIN

1.THEPHILIPPINES

INDUSTRY 1975-80 1981-85 1988-88 19"/5-8B

1. AGRL,FISHERY,FORESTRY 5.1 1.6 1.2 32.
a. Agriculturalcrops 5.6 1.6 -1.6 2.9
b. Livestock& poultry 6.1 4.7 6.3 6.1
c. Rshery 3.9 1.7 3.0 3.2
d. Forestry 1.8 -12.7 2,6 -4.7

2. INDUSTRY 72 -4.7 8,0 2.7
a. Miningandquarrying 8.7 -5.2 1.6 0.8
b. Manufacturing 5.8 -2.7 7.4 2.9
c. Construction 11.8 -152 13.9 0.9
d. Electrid_,gas,water 8.4 9.0 7.7 92

3: SERVICESECTOR 5.6 -1.4 6.6 3.2
a...T_ion 5.8 -0.4 4.4 3.3
b. Trade 6.7 2.5 5.2 4.6
c. Rnanceandhousing 5.8 -12.1 13.2 1.3
d. Otherservices 4.3 -1.2 6.4 2.7

GROSSDOMESTICPRODUCT 6.0 -1.7 5.5 3.1

2. THENATIONALCAPITALREGION
J

INDUSTRY 1975-80 1981-85 1986-88 [975-88

1. AGRI.,FISHERY,FORESTRY 0.0 0.0 0.0 0,0
a. Agriculturalcrops 0.0 0.0 0.0 0.0
b. Livestock&poultry 0.0 0.0 0.0 0.0
c. Rshery 0.0 0.0 0.0 0.0
d. Forestry 0.0 0.0 0.0 0.0

2. INDUSTRY 6.6 -3.9 7,0 2,3
a, Miningandquanying 0.0 0,0 0,0 0.0
b. Manufacturing 62 -3.5 5.1 2.1
c. Construction 8,8 -9.9 19.1 1.1
d. Electricity,gas,water 5.8 82 9.2 8A

3. SERVICESECTOR 5.5 -2.9 9.2 3.4
a. Transpoflation 6.7 -0.1 53 4.0
b. Trade 6.8 3.8 5;1 5.4
c. Rnanceandhousing 8.5 -232 23.0 2.1
d. Otherservices 3.1 -0.7 8.4 2.7

GROSSREGIONALDOMESTICPRODUCT 6.1 -3.4 8.1 2.9

Source: National Stalisti(:=alCoordinationBoardas of Janua_ 1989.
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AppendxO(co_'u_)

3, REGIONI

INDUSTRY 1975-80 1981-85 1986-88 1975-88

1. AGRI.,FISHERY,FORESTRY 4,6 6.1 -0.3 4:8
a. Agriculturalcrops 5.2 4.0 -3.3 4.2
b. Livestock&poultry 0.8 17.3 8.8 8,0
c. F'e;heq 0.6 2.6 3.6 2.0
d. RxesW 29.1 -18.0 3.9 1.0

2. INDUSTRY 4.3 -4.3 5.8 3.3
a. Miningandquarrying 0.0 -9.4 0.9 -3.0
b. Manulacluring 7.9 3.3 4.1 9.8
c. Constnclion 9.6 -10.8 21.0 3.6
d. Electricity,gas,water 16.1 11.1 4.6 11.0

3. SERVICESECTOR 4.5 -0.5 4.8 2.6
a. Transportation 3.8 0.7 5.2 3.0
b. Trade 6.9 2.6 3.8 4.4
c. Financeandhousing 2.1 -3.8 6.1 0.6
d. Otherservices 4.8 -1.4 4.7 2.5

GROSSREGIONALDOMESTICPROOUCT 4.5 1,5 2.8 3.7

4. REGIONII

INDUSTRY 1975-80 1981-85 1986-88 1975-88

1, AGRI.,FISHERY,FORESTRY 4.7 4.5 1,4 3.0
a. Agriculturalcrops 2.8 5.2 -0.9 2.6
b. _ & poultry 42 1!.9 8.7 7.7
c. Fishery 1.3 1.0 3.9 1.7
d. Feresby 13.8 -7.0 3.0 -2.0

2. INDUSTRY 16.8 -25.9 10.8 -0.4
a. Miningandquanying 41.1 0.9 63.4 24.0
b. Manufacturing 5.6 -10.5 11.4 1.1
c. Construction 29.0 -36.6 7.6 -3.0
d. Ebctricity,gas,water 14.6 11.1 -0.2 11,5

3. SERVICESECTOR 5.0 -1.3 3.3 2,2
a. Transponalion 2.5 -0.6 4.0 1,7
b. Trade 4.0 1.1 1.2 2.3
c. Rnanceandhousing 3.2 -5.0 6.5 0.9
d. Otherservices 7.7 -2.0 3.7 3.2

GROSSREGIONALDOMESTICPRODUCT 7.3 -2.8 3,0 2.3

Source:NationalSm+sticalC,com'inationBoamlas olJ,mu_ 1989.
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AppendixD(con,nued)

5. REGIONIII

INDUSTRY 1975-80 1981-85 1986-88 Ig75,.88.1
I

1. AGRI,,FISHERY,FORESTRY 4.4 -0.1 32 2.8
a. Agriculturalcrops 3.3 1.4 0,9 2.3
b. Livestock& poultry 11.0 -3.5 8,4 5.0

.... c. Rshery ,-3.7 3.3 12. 2.0
d. Forestry --57.4 -51.2 4.1 -32.0

2. INDUSTRY 7.3 -4.5 7.9 3.0
a. Miningandquarrying 19.3 -7.5 -20.7 2.7
b. Manufacturing 4.9 -Z6 13.3 2.4
c. Construction 12.0 -10.7 -0.8 3.8
d. Electricity,gas,waler 12.5 11.4 6.4 11,3

3, SERVICESECTOR 5.6 -0.9 5.9 2.9 I
a. Transportation 4.2 0.1 3.1 2.6

I. b. Trade 6,8 0.9 7.0 3.9
c. Rnanceandhoudng 4.0 -6.3 6.7 0.7
d. Othersen,ices 5.4 -2.1 4.6 2.6

GROSSREGIONALDOMESTICPRODUCT 5.9 -2.0 5.8 2.9

6. REGIONIV

INDUSTRY 1975-80 1_1-85 1986-88

1. AGRI.,FISHERY,FORESTRY 4.0 0.9 2.3
a. Agriculturalcrops 3.8 2.1 -;2.2
b. Livestock&poultry 8.8 -1.1 7.9
c. Rshery -1.1 1.8 3.0
d. Forestry -8.5 -5.4 2.8

2. INDUSTRY 6.7 -2.9 7.0
a. Miningandquarrying 13.4 -9.1 -9.3
b. Manufacturing 4.3 0.1 6.9
c_ Construction 14.0 -15.2 12.9
d. Electricity,gas,waler 13.5 10.1 4.4

3. SERVICESECTOR 6.0 12 3.9
a. Transportation 6.5 1,3 3,0
b. Trade 82 4.9 3.4
c. Rnanceandhousing 4.3 -6.7 6.2
d. Otherservices 3,1 -1.4 4,9

GR.OSSREGIONALDOMESTICPRODUCT 5.7 -0.5 4,6

Source:NationalSta_ticalCoordinationBoardasofJanuwy1969.
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ApndxD(connued)
7. REGIONV

INDUSTRY 1975-80 1981-85 1986-88 1975-88
......... i

1. AGRI.,FISHERY,FORESTRY 3.1 2.7 -0,1 t
a, Agri_uralcrops 6.0 1.6 -3.9 1.4
b. Live_ &poullry -?,7 14.5 82 73
¢. Rshory -0.9 1.9 2.9 0.9
d. Forestry 0.0 --40.8 7.4 -322

2. INDUSTRY 14.0 -142 14.9 2,7
& Miningandquanying 14.9 -9.3 22.7 16.3
b. Manutactudng 42 -2.5 16.1 3.4
¢. _ion 17.8 -23.0 15,0 -0.7
d. Electridly,gas,waler 8.9 7.4 8.1 8.9

3. SERVICESECTOR 62 -0.3 5.6 32
a. Trampod_ion 5.8 0.5 4.1 3.5
b. Trade 6.8 4.9 8.1 4.9
c. Rnanoeandhousing 4.9 -4.1 5.5 1=?.
d. Otl_ services 6.7 -1.6 4A 3.1

GROSSREGIONALDOMESTICPRODUCT 5.4 -0.3 32 2.3

8. REGIONVl

INDUSTRY 1975-80 1981-85 1986-88 1975-88

1. AGRI.,FISHERY,FORESTRY 0.9 -1.9 2.5 02
a. Ag_ulturalcrops 3.0 --6.0 0.5 -0.9
b. LivestockS poultry 7.9 10.0 7.8 82
c. Rshery -8.4 3.7 3.1 -0.6
d. Fore_'y 62 -1862 22.1 -56.1

2. INDUSTRY 4.8 -12.0 12 -2.5
a. Miningandquarrying -6,3 -1.4 -0.5 5.5
b. Manutactudng 3.9 -12.5 02. -5.0
c. ConsUuclion 16.1 -211.4 10.6 02
d. Ebcldd_,gas,w_er 7,9 11.1 -0.6 7.8

3. SERVICESECTOR 5.5 -1.6 7.4 3.0
T_ion 4.0 -0.6 5.6 2.8

b. Trade 6.0 -02 8.0 3.6
c. Rnanceandhousing 3.5 -7.0 8.9 0.4
d. Olherse_ices 6.3 -1.9 6.0 3.3

GROSSREGIONALDOMESTICPRODUCT 3.4 -4.3 42 0.6

Sour¢e:NationalSta_ticaJCo_o_ BoardasofJanuar/1989.
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I

AppendixD (continued)

9.REGIONVII

INDUSTRY 1975-80 1981-85 1986.88 19_5-88
r, .....

1. AGRI.,FISHERY,FORESTRY 7.0 -1.4 2.9 2.8
a. Agriculturalcrops 5.4 .-3.9 -0.9 0.6
b, Livestock& poultry 2.9 1.3 7.7 2.4
c. Rshery 16.2 -0.3 32 7.6
d. Forestry -5.4 -,37.8 3.3 -15.4

2. INDUSTRY 10.4 -6.5 10.3 4.1
a. Miningandquanying 9,5 -12.1 12.3 0.8
b, Manufacturing 9.6 -0.5 9.0 6.1
c. Construction 15.5 -23.1 16.9 0.6
d. Electricity,gas.water 7.9 11.5 6.7 8.7

3. SERVICESECTOR 6.0 -0.6 6.4 3.6
a. Transportation 5,4 -2.9 4.7 2.3
b. Trade 5.6 2.5 7.5 4.8
c, Rnanceandhousing 6.6 -7,6 10.1 1.7
d. Otherservices 6,8 -3.0 32 2.6

GROSSREGIONALDOMESTICPRODUCT 7.7 -2.7 6.8 3.6

10, REGIONVIii

INDUSTRY 1975-80 1981-85 1986-88 1{.'/5-88

1, AGRI-..FISHERY,FORESTRY 3.8 2.5 0.2 2.6
a. Agriculturalcrops 3.7 2.9 -2.5 1.9
b. Livestock& poultry 2.9 9.7 6.8 8.0
c. Fishery 3,2 1.0 3.0 2.5
d. Forestry 10,9 -2.3 0,7 0.2

2. INDUSTRY 0.5 -10.0 6.6 -1.9
a, Miningandquarrying -32.2 33.2 -44.3 18.0
b. Manufacturing 3,0 -5.6 7.4 4.0
c, Construction 5.5 -26,4 20.1 4,7
d. Electricity,gas,water 22.9 9.6 8.1 15.5

3. SERVICESECTOR 4.5 -1,2 3.0 2.1
a. Transportation 4,7 -4.8 2.5 0.8
b. Trade 6.4 0.7 1.8 2.9
c. Rnanceandhousing 2.3 -2.3 4.6 1.2
d. Otherservices 5.2 -0.7 2.6 2.6

GROSSREGIONALDOMESTICPRODUCT 3.5 ...02 1.8 1.6
[

Souma:NationalStaSsticalCoordinationBoardasofJanuay1989.
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AppendixD (continued)

11. REGIONIX

INDUSTRY 1975-80 1981-85 1986-88 1975-88

1. AGRI.,FISHERY,FORESTRY 14.6 0.9 0,6 7.1
a. Agdculluralcrops 62 -02 -3.8 42
b. Liveslod(& poultry -0.6 11.9 8.9 6.1
c. Rshery 33.9 1,7 33 14A
d. Forestry 5.9 -142. 0.9 -6.0

2. INDUSTRY 8.6 -8.9 7.6 3.9
a. Miningandquarrying -11.4 -52 71.4 1.6
b. Mar_factudn9 52 7.3 4.8 7.8
c. Construction 13.8 -32.3 6.7 -3.4
d. _, gas,waler 62. 5.1 -12. 5.4

3. SERVICESECTOR 5.9 -1,6 2.7 2.5
& Transportation 5.9 -42 32 1.8
b, Trade 8.0 ..-0.4 0,3 3.3
c. Rnarceandhousing 4.0 -3.5 5.3 1.7
d. Otherservices 5.1 -0,6 3.4 2.9

GROSSREGIONALDOMESTICPRODUCT 11.0 -0.7 1.8 52.

12. REGIONX

INDUSTRY 1975-80 1981-85 1986-88 1975-88

1. AGRI.,FISHERY,FORESTRY 8.1 2.0 -0.4 5.0
a. Agriculturalcrops 12.6 2.1 -22 6.8
b. Livestock& poultry -4.1 16.6 6.5 6.4
c. Rshery -21.1 2.2 2.8 -6.4
d. Forestry 8.1 -11.6 3,1 -0.5

2. INDUSTRY 12.1 1.3 16.1 7.1
a. Miningandquarrying 50.9 12.1 7.7 5.4
b, ManufacUing 6.3 4.9 17.5 6.5
c. _ruclion 11.9 -21,7 12.0 -1.2
d. Electndty,gas,water 21.5 10.1 4.2 13.9

3. SERVICESECTOR 7,4 -0,7 4.9 3.9
a. Transportation 4,6 -3,0 1.7 1.1
b. Trade 9.5 0.9 5.3 5.4
c. financeandhousing 3.2 :-5.6 6.1 0.9
d. Othersewices 6.4 -1.5 3.8 2.9

GROSSREGIONALDOMESTICPRODUCT 8.7 0.9 5.4 5.1
• I

Sourca: NationalStatist_ Co_ination Boardas of Jar_ 1989.
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AppendixE
REGIONALSHARESTOSECTORALGROSSVALUEADDED

ANDTOGROSSDOMESTICPRODUCT
(Inpercent)

1.1975

SECTORS GDP
REGIONS I II Ill

NCR 0.0 47.2 39.6 31.6
I 5.6 3.0 4.0 4.1
II 5,0 1.2 2.3 2.6
III 9.0 8.4 7.8 8.3
IV 15.8 16.3 10.9 14.0
V 7.8 1.0 2.8 3.5
Vt 15.5 7.1 7.1 9.3

Vii 6.2 5.9 8.0 6.8
VIII 5.4 1.3 2.1 2.7
IX 4.7 0.8 2.7 2.6
X 6.5 2.6 4.1 4.2
Xl 11.5 3.2 6.4 6.7
Xll 7.0 1.9 2.2 3.2

TOTAL 100.0 99.9 100.0 99.8

2. 1980

SECTORS GDP
REGIONS I II III

NCR 0.0 45.8 39.5 31.7
I 5.5 2.6 3.8 3.8
II 4.9 2.0 2.2 2.8
III 8.7 8.4 7.8 8.3
IV 15.0 15.9 11.1 13.8
V 7.0 1.4 2.9 3.4
VI 12.5 6.2 7.1 8.2
VII 6.8 7.0 8.2 7.4
VIII 5.1 1.0 2.0 2.4
IX 7.7 0.9 2,7 3.3
X 7.5 3.3 4.4 4.8
XI 10.8 3.4 6.1 6.3

XII 8.6 2.2 2.2 3.8

TOTAL 100.1 100.1 100.0 100.0
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AppendixF
TECHNICALNOTESONSTRUCTURALCONSTRAINTS

1, CUMATE

ThePhilippineclima_is_by uniformityoftemperature,dimr_ityol
rainfall,h_ghhm'_ityolowsolarradiationandi'equetcyof_plloons.

a) TemperMure.TemperaturedifferencesinN archipelagoareslight(26 C
to 20 C).

b) Rainfall.Therearegenerallytwopronouncedseasons:wetanddry.The
rainfallisclassifiedasfollows:

i) TypeL Twopronouncedseasons:OnedryfromNovemberIoAlXil,Ihe
otherwetdudngtherestoftheyear.

ii) T)pe IL No dryseasons,butwilha verypronouncedmaximumrain
pedod_ NovembertoJanuary.

iii) TypeIlL Seasonsnotverypronounced,relativelydryfromN(_'emberto
Aprilandwetduringtherestoftheyear.Maximumrainperiodsamnot
verypronouncedwi_ thedryseasonlastingonlyfromoneIo Ihree
months.

iv) TypeIV.Rainfallis more(x lessevenlydislnbutedthroughoutlheyear.

2. WATERRESOURCES

Sourcesofwa_ersupplycanbedasslr_dassurfacewalerorgroondwmr.
The 1976inventoryof surfacewaU showsthatthecony hasabout421

prindpalriverbasills,59lakesandnumerousindividualstreams.Totalannualwall
run-offinthedwr basinis eslimatedatabout454,291millioncubicmeters.

Thecounb'ysgroundwatersk)rageiseslknaledat261,775millioncubicreelers
wilhgrossinflowofaround66,197millioncubicmeierperyearin t980.

3. TOPOGRAPHY

Theachipelagohasacom_xand_ _rrain.Coastalplains,vale)s,
toninguplarmandidamusamtoundind o_themainidands.Numerousmounlain
ranges_ _e islandsintomall walBsrm(b'_h usualsl_rt

Thedis_ ofthelandmasscanbedassi_ a(cord_ toitssk)pe.Slope
is comkJemdoneof Ihebasicindicalorsof landusepotenlial.

Thetim cmgoryis the0 to 8 to 18peroentslope,ornat/ands.Theseare
andhighlysuitableforagriculturalurbanandindustrial,andotherrelated

uses,

ThesecolM_deOoryisgm8 Io 18porc_ltslope,roferdngto theqpLandre-
_ns. Theselands.havewidevarkayofuses,wahoplionstanginOfromseasor_
Zopermanentcrops.
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Thethird'categoryincludesareaswithsloperangeof_18to30percenL"rl_se
includehillytomountainousareas,andaregoneralyconsideredmarginallan:Isfor
mostoftheagriculturalcrops.requiringUllage.Somehavedeepfriablesoilwhi(hcan
bepreduclJveto manyeconomicnes, giventhebestenvironmentalmndi_ns.

ThefourthcatogoryconsistsofthOSewith30 to 50percentslopeandofiough,
hilly,dissertodmountainousareas.Theseareasarereservedforforest_ es to
attainrequiredbalancebetweenforestandagriculture.

Thelastgroupcoversareaswithslopesofmorethan50percent.EXtractionof
treesis difficultand/oruneconomicalin theseverysteepandex_emelyrough
mountainousareas.

4. SOILS

Soiltypesprevalentin thecountrymaybe groupedintosevenbas_l on
moisturestoragecapacity,soil fertility,acidity,andrelatedphysicalandchdmical
characteristics.

a) Well-drained,highfertilitysoil.Thistypeoflandis generallysulfate for
diversifiedcrops,fruittreesandothereconomictreecrops,andint_sive
agriculture.

b) Well-drained,generallyacid,nighfeFdlityvolcanicsoil.Thistypeh_lsthe
samepotentialsastheprecedinggroupbutrequiresspecialmanag,nent
forsoilacidity.

c) Well-drained,deep,lowfertility,acidso//.Thisisbestforreotcropsandagro-
forestryandalsosuitableformanyseasonalcropsbutwillrequires )edal
soilfertilityandsoilconservationmanagementpractices.

d) Poorlydrained,flood-pronesoil.Thistypeissuitableforwetlandorin' ated
agriculture.Swampyareasfallingunderthisgroupcan be utilizedfor
aquaculture.

e) Poorlydrained,moderatetohigh fertilitysoil.Thistypeis goodfor zinfed
rice-basedfarmingwithvaryingcombinationof seasonalcrops.

f) Heavytexturesoilwilhhighshrink-swellpotentialThelandisbest )r in'i-
gateddceandfairlysuitabletoa widerangeof rainfedcrops.Theland,
however,stillneedgoodsoilmoistureandtillagepractices.

g) Droughty,lowfertilitysandysoil.Thistypeisgoodformanyrootcrq)ps,a
widerangeof fruittreesandtreecropsbutwill requiregoodsoilm(pisture
conservationpractices.
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ARoendk_s

5. LANDCAPABILITY

Landcapabilityis anothersuitablecJassificatJondedvedfromsoiltypesand
slopeanalyses.Thisschemegroupsthesoilunitsaccordingtosetsoilconsorvation
measuresandwithreferencetogenerallandusa,namely:

a) ClassA (Verygoodlane).Landcanbecultivatedsafelyandrequiresonly
simplebutgoodmanagementpractices.

b) ClassB (Goodlane).Landcanbe cultivatedsafelyandrequireseasily
appliedconservationpractices.

¢) ClassC (Moderatelygoodlano).Landmustbecultivatedwithcaution.It
requirescarefulmanagementandintensiveconservationpractices.

d) ClassD (Fairlygoodlano).Landmustbecultivatedwithextracautionand
requiresverycarelymanagementandcomplexconservationpracticasfor
safecultivation.Thisis moresuitableforpastureand forest.

e) ClassL (Levelto nearlylevellan_. TheIoca_)nforthistypeoflandis too
storm-ridden.Thelandistoowetforcultivation;thus,is limitedto posture
orforestuseprovidedaccompaniedwithgoodsoilmanagement.

f) ClassM (Steepland).Landiseasilyerodedandtooshallowforcultivation
andthereforerequirescarefulmanagementtobeusedforpastureorforest.

g) ClassN (Verysteepland).Thisland is shallowandrough,or dry for
cultivationandveryeasilyeroded.ItcanbeusedforgrazingorIoresWwith
verylimitedmanagementrequired.

I1)ClassX (Levelland).Thislandis oftenwetandsuitablefor fishponds.
Examplesaremangroveswampsandfreshmarshes.

i) ClassY(Veryhillyandmountainous).Landisgenerallybarrenand rugged
andsuitableforrecreationorwildlife.

6. LANDUSEOPPORTUNITY

Evaluationof thecountry'slandresourcesprovidesdireclk)nforthemaximum
useanddevelopmentof agdcultureandforesb7resources.

Ofthetotallandresourcestoday,around14.7millionhectaresor49 percent
aresuitableforagriculturalusesandavailableforexpansionpurposes.Theremaining
15.3 millionhectares,onthe otherhand,are usedfor forestry(whichincludes
preserva_onandrehabilitationareas)andoll_errelateduses.

About79 percentof the suitableagriculturallandis fullyutilizedwhilethe
remaining21percentiseiU_eridleor,althoughithasagriculturalpotentials,requires
propersoilmanagement.

Over-utilizedlandareasclue.to extensiveloggingand.shiftingcultivation
comprise22 percentof thetotalwhileforestiandrepresents39 percentof Ihe
country'slandresourcas.Foresliandsarebeingpreservedto maintainecological
balance.
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I

7. LANDCLASSIFICATION

LanddasslflcaUonidenlJfiesthepublicdomainareasusefulforforestpurpose
andclassifiessuchareasaccordingtotheirvariouslanduses.WhenSp¢ifically
utilizedfortheirnaturalpurposes,forestlandsproducemaximumbenefitsth;inwhen
usedforotherpurposessuchas agriculture,settlements,andotheruses.

Underthe presentlandclassificationsystems,landforpublicdomainwilh
slopesof more_an 18percent(approximately10degrees)areto beretainedfor
permanentforestpurposes.Thosewith18percentslopeandbelowam classified
asalienableordisposable(A& D)lands.Thesetypesoflandmaybereleasedfor
non-forestpurposes(agriculture,industdal,residential)subjectto addition;condi-
tionssuchas continuityof theareaandenvironmentalconsideration.
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, perx GI1
SAMARISLANDDEVELOPMENTPROGRAM

INVESTMENTREOUIREMEICrS
(InP millbn)

WESTERN EASTERNNORTHERNTOTAL
SAMAR SAMAR SAMAR

I, Immsd_eAssistance
(Frst6 monlhs) 4.05 27.64 24.96 56.648

II. Two-YearDevelopment
(1990-1991) 329.47 256.19 362.20 947.8i

TOTAL 333.47 283.83 387.16 1004.468

% Shares 33.2 28.3 38.5 100

Sautes:Coon;linalJngCoundlforPhiliR_ AssistanceProgram(CCPAP).

AppendixG.2
FOREIGNFUNDINGFORTHE

SAMARISLANDDEVELOPMENTPROJECT
(1_i9- 1_2)

FOREIGNSOURCE COST %
(INMILLIONPESOS) DISTRIBUTION

1. OECF 71.760 6.73
2. PJHL 298.994 28.04
3. ADB/OECF 35,290 3.31

Sub-total 4O6.044 38.08
4. WORLDBANK 25,088 2.35
5. AIDAB/AUSTRALIA 39.847 3.74
6. UNICEF 48.943 4.59
7. OECF/WB 87,284 8.19
8. FRENCHTREASURY 215,910 20.25

LOAN,BANQUEPARIBAS
9. UNITEDKINGDOM 17.300 1.62

10. Nodefinitesouce 225.830 21.18

GRANDTOTAL 1066.246 100.00

Sour¢e:CoordinatingCouncilforthePhilippineAssistanceProgram.
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./_q_encLxG.3
CALABAR:PRORLEOFPROJECTCOMPONENTS

COMPONENT PROJECT FUNDING IMPLEMENTING STATUS _,

COST AGENCY (Apdl30,1990) _

I. BalangasPortDevelopment P2.0bilfion 17thOECF DOTC 1.FeasibilitystudyforPhase completed
anddetailedengineedn9 underway,urv
der141hOECF,toendJuly1990.Con-
slnJdionto be completedDecember
1992.

2.PhaseI1:Noac_ly yeL

II. Roads
1. Carmona-Temate-NasugbuRoad P295million 15thOECF DPWH 1.Feas_biNlystudycompletedin 1988.

Detailedengineeringcompleted.Ten-
tieringofdocumentsongoing.,

2.Rightofwayacquisi_Iorfirst6 mor_
of 1990.

3.Cons_-_l tobeginin2ndquarterof
1990uptolate1991.

2. Gen.Trias-RosadoRoad P62million -- DPWH 1.Feasibilitystudycoml:_edMarch1989.
' 2. Detailedengineeringsludyongoing.

3.Right.f-wayacquisil_onandconslnJC-
tionto run15monthsendingineady
1991.



.q3penctxG.3(con_ued)

COMPONENT PROJECT FUND_IG IMPLEMENTING STATUS
COST AGENCY (&o_30,1990)

3. CavileCoastalRoad P13bilk)n -- DPWH/PEA 1.PhaseIIlea_ity s_dyo_oing,under
oomidma_nfortechr_
fz_nKorea.govemme_

2.Detaledengk_dn_largegedfor 12
monthsin1991.

3.Deta_edenginee_anddvmworksd
tobelund_

4. Calamba-St_.Tornas
Expe¢,_wayExtefls_ -- OECFspe_ DPWH 1.Fem'_itystudycomplet_

rehabloan 2.Detaitedeng_e_ng_ompk_ed.

SIo.Tomas-Satangas
ExpcBsswayExtef_ P1.8_k)n 17_OECF DPWH 1.Fea_'_ilystudy(x_npieted1985.

2._ forDEStudiescomplNedand
awarded;DEcontractapproved;lundng
forDEcostsrequestedfromDBM.

3.DEto commerce3rdquarter1989to
3rdquarter1990.





,_operdxC_(_

COMPONENT PROJECT FUNDING IMPLEMENTING STATUS
COST AGENCY (._ 3O,_J0)

V.Po._6emral_and
DisN_Jon P5.79l_i0fl -- NPC _ II:Y40.4billionlhrot_ special

OECFcredit.
1.Bidders'pre-qualificationevaluation

compleX.

2.OpeflingofbidsforoonslnctbncorCact
washeldin1stweekof MarchloJJ0.
AmounttobeconlmctedisP401million
and$189mmllonfuexcomponent

3.Cor_a_inl_emerna__ _om
March1991Io erd of 1993.

VI.RegionalSkills P300milion -- -- i. NMYCsubmitteda projectproposalfor
provircialskillsIxainingcentersinidenlJ-
fiedsitesinCALABAR.

2.NEDAhaskxwardedilsoommefltsto
NMYCwhidlinvokerevisionsinprowl
proposalthatneedtobemadebyNMYC.

Vll.MassLow-costHousing -- -- NHA Tobea privatesector-ledventure.

VI_LCav_eF_xpod'ProcessingZone -- 17thOECF DTI 1.SAPROFcurrer_ybeingundertaken; ._
approvedbyNEDAICC. 1TOTAL P17.28bl_n

Sourm:Coordina_ngGoun_lof_ePhlil_ineAssiCarceProgram.



AppendixG. 4;_ SOUTHCOTABATO/GENERALSANTOSSPECIALDEVELOPMENTPROJECT
PRORLEOF PROJECTCOMPONENTS

PROJECT FUNDING TIMETABLE STATUS
(PM) (May1990) >.

t. Agro-ProcessingCenter(APC) 645 FS-Singapore; 1990-1993 DEworkontheAPCfishingpat tobecompleted _:
DE/construction- intwomonths.
USAID

II. Upgradingofeconomicallycritical 902 USAID 1990-1993 Total$30M inMN flJndscon_need;$20M has
roadcomponents beenapprovedand$10M willberequested.

Developmenl 239 USAID 1996.1993 PPAprepadngpre-leas_ilystudy;requestedTAill. Maka Port

forIheFS forIxdkcornhandlingfacilities.

IV. BuayanAitpo_tmproverne_t 268 USAtD 1990-1996 74%completeasofApril1990.

V. Telecommunications 85 WBor USAID 1990-1993 Negota_ionswithWBorUSAID.
Improvement (fornegotialkm)

VI. Peq_eCenleredDevelopment * V_ NGOs 1990-t995 P6M forinstitutionbuildingwasgranled;P4.1M
iormicro-kmdingprojectapprovedbyUSAID;DSP
willsetP60Ml_ mic_in9 _ SoulhCotabato
_@IleUl3,

TOTAL 2139

Note:ImpJementadonc¢stodyindicativeandhavenotbeenincludedinCOSlrequiredforinh besedoomponents.
Source:CoordinaSngGoundiforerePhilippineF.ssistancePmgrm.



AppendixG. 5
METROCAGAYANDEOROSPECIALDEVELOPMENTPROJECT

PRORLEOFPROJECTCOMPONENTS

COMPONENT/SUS,.COMPONENTTOTALCOST(P) TIMETABLE FUNDINGSOURCE STATUS

1. Developmentofthe 669.00million 1990-1994
PHIVIDECIndustrialEstate
in Tagoioan,Misamis
Oriental(PIE-MO)

a..CapitalOugay 461.48million PAPLoanFacility Forsitepreparation,on-site
(ntrastmcture,transportalion
system,officeequipment/
lurniture& fix.

b.TechnicalAssistance 15.90million PAPSupportProject For architectural& engi-
neeringdesignsandbusi-
nessdevelopment.

c. PIAParlicipation 221.62million PIAEquity Forlandacquisilienandre-
habilitationofportfacitilJes.

2. InfrastruclureDevelopment 4,390.4565million

a. Improvementofthe 120.50million 1990-1994 DOTC-ATO Thisisongoinglocallyr-

CagayandeOroAirport ($5million) lundedprojectthatis t



AppendixG. 5 (_nUnued)

COMPONENT,6UB-COMPONENT TOTALCOST(P) TIMETABLE FUNDINGSOURCE STATUS

beingproposedforatlema-
tlvefundingunderlhePAP.
Thereis alreadya local
fundingreleasefur 1990
whilean amountof about
P35millionisprogrammed

for1991.Localfundingfor
the projectwillbe discon-
tinuedoncefundingfrom

PAPbecomesavailable.

b. Improvementofthe 33.74milHon 1989-1991 DOTC-PPA Theprojectiscurrentlyon-
CagayandeOroPortFacilities goingunderthe 41h18RD

PortsProject,whichis ex-
poctedto becompletedin
February1990.

c. Improvementofthe
MindaneoTelephoneSystem

I) NationalTelephone 4,000.60million 1989-1993 Italian Theprojectinvolvesthepro-
_ Proaram,PhaseI, Tranche1-3 ($1.66million) ....... Govemrnenl visianof 4__notp.lp.nhnnA

Administrator



AppendixG. 5 (conlinued)

COMPONENT/SUB-COMPONENTTOTALCOST(P) TIMETABLE FUNDINGSOURCE STATUS

finesto25 munidpalitiesin
Mindanaoand the estab-
lishmentof a digitalb'ans-
missionbackbone_lwork
forb_eMindanaoportionof
I_ nationwidetransmission
backbone.

2) MISORTELTelephone 140.0165million 1990-1994 KoreanGovernmentThe projectinvolvesthe
Expansionand ($6.639million) withLocalCounter- instatlationof 6,150digital
ModernizationProgram part linesbyJune1990andis

targettedfor completion
within1 1/2years.

d)PhaseII ofCityWater 95.6million " CDWD/LWUA Theprojectiscurrentlyon-
WaterSystemImprovement goingunderthe AOB-as-

sistedWaterSupplySector
Project.The projectcom-
mencedinApril1989andis
expectedto be completed

in December1990.

|#,A



M AppendixG.5 (continued)

COMPONENT/SUB-COMPONENTTOTALCOST(P) TIMETABLE FUNDINGSOURCE STATUS

3. SocialDevelopmentProgram 834.650million 1990-1994 PAP

a.CommunityOrganizalion
HumanResourceDevelopment ;_
andResourceMobilizal_on 362.272mitlion

b.Augmental_ono!BasicSocialServices 470.370million

c.Coo_naOonand
MonitoringAclivities 2.000million

4. CagayandeOro-fligan 10.331million 1990-1991 PAPSupportProject
AreaDevelopmentPlanning
Project(CIADPP)

GRANDTOTAL tl,828.536million

Source:CoordinatingCouncilof _e Philippine_sistance Program.
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AppencrlxG.6
TOTALINVESTMENTCOSTFORPANAYISLAND

SPECIALDEVELOPMENTPROJECT:THREE-YEARTOTAL
(Inmillionpesos)

COMPONENT TOTAL UNPR(X_.
(1989.1991)AMOUNT

(PM)

I. REG'LAGRO-IND'LCENTER(RAIC)
A. Off-siteInfraslxucture 395.805 140.380
B. SiteDevelopment 6.500 6.500

TOTALFORRAIC 402205 146.880

II. DISTRICTAGRO-IND'LCENTER
A. SmallEnterpriseRnancialProgram 21.100 21.100

III, POVERTYALLEVIATIONTHROUGH
MICRO-ENTERPRISES
A. CapabilityBuildingforNGOs 5,157 5.157
B. CapabilityBuildingfor

People'sOrganizations 15.140 15.140
C. FinancingProgramforMicro

Enterp_ses -- --
TOTALFORPOVERTYALLEVIATION 20.297 20.297

IV. ECOLOGICALBALANCEPROGRAMS
A. Research,Information,

Ech_-=__nandCommunication 5.200 5.200
B. Community-BasedMonitoring

andEnforcement 18.000 18.000
TOTALFORECOLOGICALBALANCE
PROGRAM 23.200 23.200

GRANDTOTAL 491.652 236227

%of UnprogrammedAmount/rolal 48%

Note: 1. Ph_ng isequivalenttoyearof irnldementation.
2. Programmedporlianisequivak_l!tothedifference.betweentotallessunprogrammedfunds.
3. TotalamountforRAICoff-siteDevetofxnontdoesnottallywilhRDCresdu'=)n137(s.1989)dueIo

changesinestimatesandprojectphasing.

Sours: CoordinalingCou_l ofthePhilippineAssistanceProgram.
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GLOSSARYOF TERMS

AA Advice of Allotment
ACO Agency CentralOffice
AIP AnnualInvestmentProgram
ARO AgencyRegionalOffice
BCI_Z BaguioCityExport_ng Zone
BDC Barang_y Development Council
BEPZ BataanExportProcessing Zone
BIADPO Bohol IntegratedArea Development ProjectOffice
BP BatasPambansa
CACD Cabinet Action Committee on Decentralization
CALF Comprehensive Agricultural Loan Fund
CAR Cordillera Autonomous Region
CBBE CountrysideandBarangayBusinessEnterprises
CCPAP Coordinating Council of the Phih'ppineAssistance Program
CDC City Development Council
CDC CashDisbursementCeiling
CEB CordilleraExecutiveBoard

CEPZ CaviteExportProcessingZone
CFS Common Fund Scheme

CGE Computable General Equilibriummodel
CIADPO Cagayan Integrated Area Development ProjectOffice
COA Commission on Audit
CORDS CabinetOfficer forRegional DevelopmentSystem
CRA Cordillera Regional Assembly
DA Department of Agriculture
DBCC Development Budget Coordinating Committee
DBM Department of Budget and Management
DBP Development Bankof the Philippines
DECS Department of Education,Culture andSports
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DENR Department of Energy and Natural Resources
DLG Depar_rnent of Local Government
DOLE Department of Labor and Employment
DOST Department of Science and Technology
DOTC Deparlment of Transportation and Communication
DPWH Department of Public Works and Highways
EO Executive Order

EPA Environment Protection Agency

EPR Eff_tive P_tection Rates
EPZA Export Processing Zone Authority
FTW Funding Treasury Warrant
GFSME Guarantee Fund for Small and Medium Enterprises

GRDP Gross Regional Domestic Product
GVA Gross Value Added

IAD Integrated Area Development
ICC Investment Coordination Committee
IE Industrial Estates
IGLF Industrial Guarantee Loan Fund ,

ILP Import LiberaliZation Program
IMR Infant Mortality Rate
IRP Integrated Reorganization Plan
KICK I_lusang Kabuhayan at Kaunlaran
LDC Local Development Council
LGU Local Government Unit
LOI Letter ofInstruction

LRM Local Resource Management
MCA Monthly Cash Allocation
MDC Municipal Development Council

MDS /// Modified Disbursement System
MEPZ Mactan Export Processing Zone p

Integrated Regional Development Project Offic_
MIRDPO Mindoro

MOA Memorandum of Agreement
MTDP Medium-Term Development Plan
NACIAD National Council on Integrated Area Development
NALGU National Assistance to Local Government Units
NCA Notice of Cash Allocation

NCR • National Capital Region
NDS Net Differential Shift
NDS Net Disbursement Scheme

NEDA National Economic and Development Authority
NGOs Non-Government Organizations
NIEP National Industrial Estate Program
NPS Net Proportionality Shift
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Glosa_ o_Terms

NRO NEDA Regional Office
NSCB National Statisti_ Coordination Board
NTM Non-Tariff Measures
OECF Overseas Economic Coordination Fund
OIC Omnibus Investment Code

PAP Philippine Assistance
PD Presidential Decree

PDC Provincial Developrnent Council
PFC ProjectFacilitationCommittee
PGB Project Governing Board
PHIVIDEC Philippine Veterans Investment Development Corporation
PIE-MO Phividec Industrial Estate-Misamis Oriental
PMU Project ManagementUnit
PRAO Ih_idential Regional Action Officer
PROD Presidential Regional Officer forDevelopment
PVC Polyvinylchloride
PVO Private Voluntary Organization
RA Regional Assembly
RCA Regional Consultative Assembly
RDA Regional Development Assembly
RDC Regional Development Council
RDIP Regional Development Investment Program
Revenue- total grants and allotments divided by totalincome
Dependence
RIC Regional Industrial Center-
RPMES Regional Project,Monitoring andEvaluation System
RA Republic Act
SDP Special Development Program
SIRDPO SamarIntegrated RuralDevelopment Program Office
SPPBS synchronized planning-programming-budgeting system
TBAC Technical Board forAgricultural Credit
TNS TotalNet Shift
TRY TariffReformProgram
TST-SELA Tulong sa Tao, Self-Employment Loan Assistance
USAID United States Agency for International Development

257



BIBLIOGRAPHY

•Alabanza, Joseph M. et aL Local Re$o_un_eManagement Project External Evalua-
tion: Final Report. 1987.

Bacani, Ramon. "Frameworkof Regional Development Policies in the Philippines."
P_ilippine Budget Management, 1983.

Bautista, R.M, J.I-LPower and Associates. Indu_triol Promotion Policies in the

Philippines. Manila: Philippine Institute for DevelopmentStudies, 1979.

Bird, Richard. "lnt_govenunentai Fiscal Relations in Developing Countries."
World Bank Staff Working PaperNo. 304, October 1978.

Caoili, Manuel. "CcmtralGovernment Grantsto Local Govanment_ A Compara-
tive Study of England and Wales, the Netherlands and the Philippines, Local
Government Center."UJ). College of Poblic Administration, 1972.

Chadwick,George.ModelsofUrbanandRegional_tems inDevelopingCoun-
tri_:Some Theoriesand TheirApplicationinPkysicalPlanning.Great
Britain:PergamonPress,1987.

59.



De Guzman, Paul. "Local Government and National Development: Towar0s a
Match Between Responsibilities and Resources." Philippine Budget
Management, 1983.

Five-Year Philippine Development plan 1977-1982. Manila: .National Eco_aomic
and Development Authority, September 1977.

Five-Year Philippine Development Pian 1983-i987. Manila: National Economic
and Development Authority, May 1982.

Four-Year National Development Plan (1974-1977). Manila: National EcOnomic
and Development Authority, September 1973.

Orcgorio, Rosario S. "An Economic Analysis of the Effects of Philippine _isgal
Incentives for Indusaial Promotion," in R.M. Bautista, J.H. Power _nd
Associates, Industrial Promotion Policies in the Philippines. Makafl:
Philippine Institute for Development Studies, 1979,

Gueva_a, Milwida. "The Dynamics of Real Property Tax Delinquency, A t_ase
Study." Unpublished thesis. University of Bath, 1981.

Herrin, AM. and E.M. Pcmia, "Factors Affecting the Choice of Location: J,

_ Survey of Foreign and Local Fwms in the Philippines." PIDS worldng
Paper series No. 86-03. Makati: Philippine Institute for Developm_,nt
Studies, 1986.

Kopp¢l, Bruce,M. et al. Bicol Program Impact Evaluation, May !985.

Lambcrte, Marie B. "Comparative Bank Studyl A Background Paper." Pl_S
Working Paper Series No. 87-04. lViakati:Philippine Institute for
Development Studies, 1987. i

and Romeo M. Bautista ,Comparative Saving Behavior _f Rural
and UrbanHouseholds: The Philippine, 1985." PIDS Working Pal_er
Series No. 90-14. Makati: Philippine Institute for Development StUdies,
1989.

. . . •

and Julius P. Reiampagos. "An Assessment of Policies A_ectlngi

the Financial Sector, 1986-1988." PIDS Working Paper Series No. [K}-05.
1 --

Makati: Philippine Institute for Development Studies,1990.

260



et al. "A Study of the ExportF'mancing System in th_ Philip.
pines." PIDS Working Paper Series No. 89-12. Makati: Philippine
Institute for Development Studies, 1989.

Laureta, Amancia. "3"heImpact of Intergovemmental Transfers on Local
Government Finance." Unpublished thesis. University of Bath, 1981.

LouisBergerInternational,Inc"Ind_triolDisper$olinthePldlippines.Asian

DevelopmentBankT.A.No.527.EastOrange,New Jersey:1986.

Limcanco,._n,4resJ.IntegratedRuralDevelopment:Pkilippines.Centreon
IntegratedRuralDevelopmentforAsiaandthePacific.New Delhi:
Sterling Publishers Privates, 1989.

Manasan, Rosario G. "Impact of BOI Incentives on Rate of Return,Factor Prices
and Relative Factor Use: A Comparative Analysis of Incentives Under the
Omnibus Investments Code of 1981 (P.D. I'/89) and the Investment Incen-
tive Policy." PIDS Staff Paper Series No. 86-01. Makafi: Philippine Institute
forDevelopmentStudies,1986.

.... ,An ALsessmentof F_al PolicyinthePhilippines,1986-
1988."PIDS WorkingPaperSeries90-06.Makati:PhilippineInstitutefor
DevelopmentStudies,1990.

Med_dl_ Erlinda M. "Assessment of the Tariff Reform Program and Trade Liberali-
zation." Tariff Commission-PIDS Joint Research Project Staff PaperSeries
No. 86-03. _: Philippine Institute for Development Studies, 1986.

Megcado, Rafaelita. "A Study of the Effects of theTariff Reform and Import
Liberalization in the Textile Industry."Tariff Commission-PIDS Joint
Research Project Staff Paper Series No. 86-14. Makati: Philippine Institute
for Development Studies, 1986.

National Tax Rese_h Center. An Act Providing for the Allocation of the National
Internal Revenue Allotments to the Local Governments and for Other
Purposes. March 12, 1979.

Prentilla, Ed et al. "Problems and Strategies of Financing SubrmtionalDevelop-
merit: The Case of the Philippines and the Republic of Korea." Regional
Development Dialogue. Autunm 1986.



Rosario-Braid, Florangel et aL Export Evaluation of Central Visayas Regional
Project. Asian Institute of Journalism, 1988.

Samonte, Abelardo. "Regional Development Authorities: Role, Sffllctuge and
Feasibility." Philippine Journal of Public Administration VoL 2, _o. 2
(April 1968).

School, Maxwell. "Strengthening the Fiscal Performmge of Philippine L_al

Governments: AnalYsis and Recommendation: Revenue Admini_Ltion-"
Local Revenue Administration Project. Syracuse University, 19811.

Tan, Norma A. "The Structureof Protection and Resource Rows in the Philip-
pines." in R.M. Baufista, LH. Power & Associates, Industrial PrOmotion
Policies in the Philippines. Makati: Philippine Institute for Development
Studies, 1979.

Updated Philippine Development Plan, 1984.1988. Manila: National l_bnomic
and Development Authority, September 1994.

Vogel, Ioaquin. "Taxation and Public Opinion in Sweden: An In--ha of
Recent Survey Data." National Tax Journal (1979): 499-2,513.

World Bank. Philippine Financial Sector Study. August 23, 1988.

Yoingco, Angel a_l Milwida Guevara. "FiscalDecentralization, Resour&
Mobilization and P_'fectiveUse of National Resourcesfor DevelOlnent:

The Case of the Philippines." Unpublished papeL 1989.

262






