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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 development and spatial equity in the country since the
1960s. Aside from administrative reforms like the regionalization of
national administration and planning, the study also assesses macroeconomic
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 Philippincs has adopted regional
development policies in an effort to rectify its unbalanced

— | interregional and intraregional development. This conscious
offort 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 Planincluded regional developmentand
industrialization as one of the six major objectives. ItsIntegrated
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 programsand
projects for each region.

In reality, however, the proposed regional projects were nothing
more than a consolidation ofindependently conceptualized projects 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.
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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 thatthe proposed programsand 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 iagging 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 estatiishing
industrial estates in the regions and developing alternative urban growth
centers.

The third successor, the 1983-1987 Development Plan, cortained
regional policies and programs not unlike those of the previous médium-
term Plan. Nevertheless, the new one aimed to substantially increase
investments in the cities of Cebu, Iloilo, Bacolod, Cagayan de Oto and
Davao,thus developing infrastructureand encouraging industrial Iocation
to theseareas. The Kilusang Kabuhayan at Kaunlaran (KKK), a program which
aimed to mobilize private enterpreneurs to establish livelihood projects
throughout the country, was identified as the major support progrzlm that
could reduce regional disparities.

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

The 1983-1987 Plan, later updated to emphasize balancech 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 strengthen regional institutions
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
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tling of agricultural monopolies, proper exchange rate management to
correct the peso overvaluation, etc.), to reduce the policy bias. against
agriculture.

The government, as summarized here, has long been attempting to
promote balanced regional development and spatial equity. Yet, no study has
ever been made to assess 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 providea 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 CapitalRegionand 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, li teracy rates, and infrastructure
availability;

3. Assess the levels of infrastructural investmentin 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
developmentand 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 and local government budgets in the post-
1980 period 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. Discuss the policies and programs needed (a) to decentralize the
administration and financial authority, such as NALGU devolutions and
Regional Development Fund; and (b) to strengthen Regional Development

3
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Councils as well as evaluate their impact on promoting regional develop-
ment; \

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;

¢) 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-
tropolisand the three Visayanregions; the deficienciesin theinfrastructure
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 eéxperiences.



GOVERNMENT POLICIES
ON REGIONAL DEVEL OPMENT

his chapter gives an overview of the major strategies and
policies adopted by the govemment to promote regional
development and spatial equity. It contains the following
sections: (a) institutional framework for regional development; (b) trade
and industrial policies; (¢) 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:

(@) 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 field, empowering them to decide on
~ problemsand issues within theirjurisdiction. An example of deconcentration
is the delegation of authority from the central office of the Department of
Agriculture (DA) to its regional offices.
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The process is also sometimes described as the sectoral approach to
regionalization where the central offices of line agencies retain direct
control and supervisionover their field offices. The main structure adopted
within the region is essentially a coordinative approach among tﬁe field
offices of the various departments/agencies, where cooperationis effected
more by persuasion rather than by superior-subordinate relationship. The
Philippine government is predominantly organized along such sectoral
lines.

(b) Devolutionis the process of transferring power for the performance
of specified functions from the national or central government to lower
levels of government, including local government or special statutory
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 dver the
field offices of the departmentsin the region. The central offices cl;%\nel all
the services through the regional structure, and retain technical suparvision
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-subordinate
relationship.

Regionalization: The Early Years

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 Reorganization 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 both con-
sidered as goals and instruments of the national government. Thiough 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. !

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

6
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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 1960s as 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 the lack of financial support from the national
governmeiit.!

The Commission on Reorganization, created in 1968 per 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; (f) socio-economic development
programs in the regions; and (g) number of provinces and cities. An
additional study, however, wasundertaken to provide a moresolid base for
modifyingregional groupings. Thefollowing 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) administrative and plah 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 for approximating the optimumsize of the region, availability of fiscal
resources to support the creation of regions;

¢) 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, see Samonte (1968).
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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 for the
policy framework for regional development as well as the adminisfrative
structure for development planning at the regional level. Its most gignifi-
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 fiegion.
Unlike the NEDA Board, however, the RDCs had virtually no contrel over
plan implementation since they had no direct authority over the regional
offices of national agencies? They also did not have any contral over
‘financial resources for the regional plans. All budgetary appropriations
were determined by the central offices of the line agencies and coursed
through the local governments. 3

The RDCs also had to compete with more powerful officed and
institutions involved in planning, program coordination and implermenta-
tion at the regional level. Among them were the Presidential Regional
Officer for Development (PROD) and the Presidential Regional Action
Officer (PRAO) whose functions were to monitor and implementimpbrtant
development programs carried out by national agencies in the rpgion.
Apart from these, offices for Integrated Area Development projects\IAD)
were operating in some regions and mobilizing the regional offices of
national line agencies. _ j

Starting 1975, however, a number: of reforms were insti tuted 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 thtough
Executive Order 589, which mandates that a Regional Development In-
vestment Program (RDIP) be adopted. The RDIP translated the objzfives

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
departments/agencies. Hence, the dedisions by the body tend to carry more clout. In theicase of
the RDC, itsresolutions have to be concurred with the central office of the concerned lineagency.

3 See Section C of Chapter V for a related discussion.
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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 Investment Program (AIP) was linked to the national budget.
Since the budget constituted only a portion of potential RDIP funding,
some of the approved projects were submitted to the Development Budget
Coordinating Committee (DBCC) for possible financing from external
multilateral or bilateral financing agencies.

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 on 21
August 1975. The decree was further amended by PD 879 (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 IIl-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.

Earnestefforts to deconcentrateand devolveauthority 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 linc agencics 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 tobereleased 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 Comn-
munication [DOTC], Department of Labor and Employment [DOLE], De-
partment of Education, Culture and Sports [DECS], Departmeht of Science
and Technology [DOST], and Department of Agriculture [DA]) were dsked
todraw a list of their specific powersand functions that could:be devolved
to the pilot provinces.

A year after the Pilot Decentralization Project was launched, the
province of Batanes was included as one of the pilot provinces. Each df the
first four provinces was allocated a so-called decentralization /fund
amounting to P120 million (P100 million alloted for infrastructure projects
and P20 million for livelihood projects), while Batanes was authorized to
use P5million only. Funds were released directly by the Department of
Budget and Management (DBM) to the concerned Provincial Treasdrer’s
offices. Non-government organizations (NGOs) and people’s foundations
in the area also assisted the pilot provinces in the allocation of the P120
million decentralization fund by identifying priority areas and monitoring
the implementation of the various projects.*

To effect decentralization, each line agency operating in the proyince
had to sign a Memorandum of Agreement (MOA) which decentrali%d or
delegated specific functions and responsibilities to the provincial govern-
ment. The MOA was supposed to be the clearest manifestation of the
agency’s willingness to identify thebasic functionsthat were tobe 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 Secretary of
Department of Environment and Natural Resources (DENR); and MM&n
the Governor of Tarlac and the Secretary of Department of Educ?tion,
Culture and Sports (DECS). 1

On the whole, the experience from the Pilot Project illustratds the
importance of a concrete framework and of well-founded guiddines,
factors which were, unfortunately, not totally developed in the|pilot
provinces. There is also a need to evaluate the implemention process]itself
and to institutionalize the consultation mechanism. Likewise, the role of

1 Under theNew Disbursement Scheme (NDS), treasury warrants for all projects emdnating
from and to be implemented by any local government unit (LGU) are issued directly to them.

# The signing of the MOA with the provincial governments is not a necessary condition
for releasing treasury warrants directly to the provindal 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/
sub-regional unit.

Another feature of the NDS was the common fund scheme (CFS),
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 startof the nineties, the Modified Disbursement System (MDS)
that was implemented (pursuant to Memorandum Order No. 279 dated 12
January 1990) bore changes in the process. Under the MDS, the DBM issues
anotice 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 regional/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 DevelopmentSystem(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
employeesin 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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Regional Development Councils and the Budgeting Process

As the leading institution for economic and social development in the
regions, the RDCs were reorganized by virtue of EO 308 on 5 November
1987. The reorganization of all RDCs 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 of a
consultativebody composed of the membersof 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 As-
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 { for
projects under the infrastructure program. The Order thus allowed| the
Congress to participate in the appropriation of such funds. In fact, the
RDA now included Congressmen as well as Senators, the local officials, the
RDC Chairman, and non-government organizations’ (NGOs) representa-
tives, all of which had a hand in project selection and fund allocation of
" infrastructure projects.

The RDC budget for 1989 was also enhanced by P5 million on top of
its operational funds. The amount was released directly to each RD( for
capital outlay projects such as purchase of equipment (e.g., IBM/PC
compatiblecomputers, fax machines, officedesks, and chairs), and vehitles,
and the construction, repair and expansion of the RDC building. |

The following year, the DPWHiinitiated the “block grant” schere in
the budgeting exercise. This new scheme gave the RDC the discretion to
sub-allocate agency funds to the provincial and municipal/city levels. AP5
million feasibility studies fund was also directly released to the RDC by the
Project Facilitation Committee (PFC) so that each RDC could later provide
assistance to agencies in need of additional funding. The fund was meant
to accelerate project preparation, particularly the formulatign of feasibility
studies, and to build up pipeline projects. -

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

12
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Local Development Councils (LDCs)

EO 319 dated 4 March 1988 reorganized and strengthened the Provin-
cial Development Councils (PDCs), Municipal Development Councils
(MDCs), 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
thelocal chief executive, coordinating and setting the direction of economic
and social devélopment efforts in their respective areas.

Autonomous Acts of the Cordillera and Muslim Mindanao

President Aquinosigned intolawon 1 August 1989 and on23 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 1990 again declared the
creation of the Autonomous Region in Muslim Mindanao. In the first
regularelectionsfor Governor, Vice-Governorand members of the Regional
Assembly (RA), 10 representatives 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
~topending 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 Actisratified, the Cordillera Executive 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 notbe 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,
theintegrity 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 have
served as financial conduits, assisted in the monitoring of government
projects, served as discussants in forainvolving issues of national / sectoral
concern, and participated in development councils at all levels of govern-
ment. NGO membership was institutionalized in the following} (a)
reorganized regional, provincial, municipal, city and barangay develop-
ment councils, to constitute up to one-fourth of the membership; (b)
Agricultural and Fishery -Councils instituted at the national, regianal,
provincial, and municipal levels where private sector participation i$ up
t0 60 percent; and (c) People’s Economic Councils which continue to relj on
heavy sectoral NGO participation. :

Stronger Planning-Programming-Budgeting Linkages

TheNEDA and DBM drew up the conceptual frameworkof a syncrro-
nized planning-programming-budgeting system (SPPBS), an evolutiogary
rather than a radical approach to decentralization. The SPPBS minimiizes
the chances of resorting to adjustment programs by adopting a systéms
approach to planning and budgeting linkage.

Planning and budgeting activities are properly coordinated through
acareful 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 plannéng,
programming and budgeting powers as well as authority to agencies,
RDCs, and LGUs. Ultimately, RDIPs which emanated from the LGUs as
endorsed by municipal, city, and provincial development councils will no
longer be reviewed at the central office but will merely be incorporated in
the MTPIP. Also, regional budget proposals confirmed by the RDCs will
only be consolidated with the central office estimates, asa matter of po licy,
provided that RDCs comply with agreed-on ceilings.

The SPPBS also lmphes 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 thebudget
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 Monitoringand 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 projects that may be established were transferred from the
National Council on Integrated Area Development (NACIAD) to the re-
spective RDCs and LGUs concerned.® 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 thesame manner, EO 374 signed on 30 October 1989 provided for the
disposition and abolition of five IAD Project offices, namely: Bicol River
Basin Development Project Office (BRBDPQ), Bohol Integrated Area De-
velopment Project Office (BIADPO), CagayanIntegrated Area Development
Project Office (CIADPO), Mindoro Integrated Rural Development Project
Office (MIRDPO), and Samar Integrated Rural Development Project Office
(SIRDPQ). The functions of these offices were transferred to RDC V, the
Governor of Bohol, the Governor of Cagayan, RDC IV, and RDC VIII,
respectively.

¢ With the abolition of the NACIAD, all existing and proposed 1AD projects shall be
administered by the RDC or the concerned LGU.
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For the multi-provincial IADPs, Project Management Units (PMUs)
were formed to oversee the implementation of the project 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

|

NEDA Office OrderNo.1-89, or the Policy Guidelines for Regional and
Decentralized Evaluation signed on 27 February 1989, prescribed the evalu-
ation procedures to be followed by the NEDA Secretariat, specifically af the
NROs, onallregion-based, interregional and nationwide projects proposed
for national government and/or external funding. Also, per the Revised
Investment Coordination Committee (ICC) Procedures and Guidelines
whichwas approved by the NEDA Board in April 1989, an RDC endorsemnent
isoneof therequirementsin projectapproval and funding for region-based
projects.

Remaining Issues/Concerns

Although some gains were achieved in terms of actual transfer of a
wider range of powers and responsibilities to LGUSs, the programs tha§ 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 improving
accountability, responsiveness, and allocation of powers and responsibili-
ties to LGUs,-has been filed in Congress and passed into a law.”) 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 LGUs
continue to be largely dependent on the national government for fin:&ial
assistance and aid.?

Second, the failure to grant substantive powers, authorities and Ireg-
uisite resources to regional institutions and LGUs stem from the ambiva-
lentattitude of some agency heads toward decentralizing their powersiand
prerogatives.

7 Refer to Chapter V for some of the important features of the bill.
® See Section C of Chapter V for a detailed discussion 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 haveinfluential powers in determining priority 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 asassessors, treasurers and budget officers, which is alegitimate
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 respurces, such as training programs for local
government employees on fiséal 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

In the early 1980s, the government started a major 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 rates-to 50 percent and
setting a floor rate of 10 percent by 1985.° 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 of payments 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

? See EO 609, 624, 632-A, 684, and 706.
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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., Bautista and Power 1979; Tan 1979; and Medalla
1986) have shown that past trade regimes had a strong bias dgainst
agriculture and/or export-oriented and or labor-intensive industries in
favor of import-substituting industries producing finished goods. The
biases in favor of or against an industry or group of industries werelfound
to be more pronounced in industries that possessed a combination of these
characteristics. ‘ . ‘

Table 1 shows the average effective protection rates (EPRs) bﬂ 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 ptimary
sectors remained penalized while manufacturing continued to receive
higher protection. Considering exportable versus importable sectots. the
unfavorable bias against the former rerained. . l

Table 2 shows the EPR structure for 1985 and 1988. Agricultute, as a
whole, received positive EPRs but its export sector remained penalizéd. 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 TRP of 1981 and Phase of the ILP became more
transparent and moved toward freer trade; nevertheless, it preserved the
past protection structure. It continued to penalize agriculture relaﬁve‘ 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 perdent of
GRDP inany year mentioned. Since the trade regime in the 1980s remained
bias againstagriculture, it did not encourage regional growth through the
growth of their respective primary sectors. This is to say the leagt. The
regions that were least affected by this bias would obviously be NCR, which
had practically no primary sector; and Region VII, whose share of the
primary sector among the twelve regions was the lowest (20-23 per¢ent of
its GRDP). Regions IX and VIII were most vulnerable since some 60 percent
and 54-59 percent, respectively, of their GRDP came from the pfimary
sector. Such bias against regional growth were worse in cases where their
respective primary sectors were net exporters.

Using a computable general equilibrium model (CGE) consistingof 25
sectors, Clarete (1989) simulated five different tariff regimes: the 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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Table 1

AVERAGE EFFECTIVE PROTECTION RATES
(in percent)
A B c
1979 . 1_985_ 1979 1985 . 1979 1985
Al Sectors 19 9 -] 14 24 12
Exportables -3 -3 -4 4 3 -3
Importables a7 20 46 27 4 5
Primary & Agriculture 0 -2 2 -1. 1 1
Manutacturing 35 20 43 _ _25 40 23
Exportables i 1 1 1 1 1
Importables .51 39 60 15 50 33
WEIGHTS USED;
A FTVA(QN1 + T where FTVA = free trade value-added
Q = value.of production
T = implicit tariff

B. 1. Mixed Sactor = FTVA {(Q/1+Tj}+M-X)
2. Exportables = FTVA ((Q/1+)-X)
3. Imporiable = FTVA ((Q/1+Tj)+M)

C. 1. Mixed Sector = FTVA ((1.5Q/1+Tj}+M-X)
. 2. Exportables = FTVA ((1.5Q/1+j}-X)
3, importable = FTVA ((1.5Q/1+Tj}+M)

Source: Medalla, 1986.

tariffs. Clarete produced at least three findings which are of interest to this
study. One, the highest real income gain to sodety 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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Table 2
EFFECTIVE PROTECTION RATES, BY MAJOR SECTORS
SECTOR GROUP 1985 SD 1988 SD 1985 1988
(in percent) (1 +EPR)*
03-98 Al Sectors 04904 1.1655 0.3649 0.7084 12345 11858
Exportables 00691 00504 00414 00327 7711 8328
Importables 10226 14507 07514 0.8806 16753 152.16
03-22 Agriculture,
Fishing & Forestry 00800 03737 00521 0.2632 9028 91.41
Exportables 00849 00967 00570 00967 7580 8193
Importables 0.7962 02088 04928 02627 14878 129.70
28-96 Manufacturing 0.7335 15895 0.5540 1.0080 14358 13509
Exportables 00445 01113 00128 00994 79.14 8577
Importables 10727 18010 0.8024 1.1194 17168 15659
* Agricutture = 100
Source: Medalla, 1990.
Table 3
REGIONAL GROSS DOMESTIC PRODUCT
( In percent shares )
SECTOR/ YEAR 1980 1985 1988
. Agri, Fishery & Forestry
Region | 3722 4690 42.89
Region |l 411 5705 55.06
Region Il 2680 2007 2847
Region IV 27.70 30.29 20.70
Region V 5294 5856 55.19
- Region V! 3924 4216 4230
Region VIl 2343 2322 2184
Region VI 5383 5045  58.49
Region IX 50.14 6467 6254
Region X 3984 44 40.46
Region X 42364 4969 46.46
Region XII 5730 5764 5356
NCR 000 000 0.00
Average 4210 4690 44.75
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Table 3 (continued)

SECTOR/ YEAR 1980 1985 1988

Il Industry '
Region | 2456 1921 23.80
Region Il 2581 1060 11.32
Region Il 3700 3491 34.81
Region IV 4160 3697 39.19
RegionV 14.46 885 985
Region VI 2764 2124 17.19
Region VI 3415 3048 31.78
Region VIll 14.23 9.61 10.19
Region IX 9.68 6.90 917
Region X 2485 23.01 27.35
Region X 1939 1537 18.60
Region XII 2077  20.01 26.41
NCR 5224 5137 47.36
Average 2451 197 2164

lll. Service Sector
Region | 3822 3389 R.31
Region Il 3009 3235 33.62
Region il 3620 3602 36.13
Region IV 070 3274 3.1
Region V 3260 3260 34.96
Region VI 3341 3660 40.51
Region VIl 4242 429 46.38
Region Vil 3194 N2 31.32
Region IX 3118 2843 28.30
Region X 3B N6 3219
Region XI 3697 MH 3494
Region XHi 2194 234 20.03
NCR 4776 4863 5264
Average B39 BHA 3362

Source: National Income Accounts, LINK Series, NEDA.
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regions that wilk-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 till be
very small, if not nil, since the country is a small open economy with a-
relatively inelastic domestic demand for imports and elastic world demand
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 monog'my
power in world trade. Its imports consist largely of capital goods, essential
raw materials and intermediate goods and crude oil, while consumer
goods never took more than 10 percent of total imports (see Table 4).
However, the structure of imports has changed over the lagt 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-traditional
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, the share
_of non-traditional exports increased from eight percent in 1970 to 72
percent in 1989, with a heavy concentration on garments and electronics

Table 4
PHILIPPINE IMPORTS BY COMMODITY GROUPS
1970, 1975, 1980-1983 |
(In percent)
1970 1975 1980 1985 1986 1967 1968.|
1. Capital goods 380 332 257 154 171 180 213}
Il. Raw materials & intermediate goods ~ 41.5 337 369 430 530 509 1512
111 Mineral fuels, lubricants 109 223 291 284 172 185 §13.4
pefroleurn, crude - 94 205 240 250 144 158 113
IV. Consumer goods 92 84 60 86 79 81 9d
V. Special fransactions 05 25 22 45 48 45 54
Total 100 100 100 100 100 100 100
($ millions) 1090 3459 7727 5111 5044 6737 B159

Source; Basic data - Dapartment of Economic Research, Central Bank of the Philippines.
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(Table 5). 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 rates are highest, and where industries 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 III, IV and VIIL.

Table 5
PHILIPPINE TRADITIONAL AND NON-TRADITIONAL EXPORTS, 1970-1989 *

(in percent)
Commodity Group 1970 1975 1980 1985 1986 1987 1988 1969
I Traditional exports 915 770 530 281 263 239 227 272
Coconut products 197 203 140 99 97 98 82 69
Sugar and products 185 268 114 40 21 12 10 14
Forest products %2 98 73 43 42 42 37 25
Mineral products 204 145 159 52 55 39 54 106
Fruits and vegetables 24 19 19 29 28 26 20 A4
Abaca fibers 14 06 05 04 03 02 02 02
Tobacoo unmanufactured 13 15 05 05 04 03 03 02
Petroleum products - 16 16 16 08 13 15 19 12
il. Non-traditional products 80 220 458 707 712 734 758 N7

Nontragitonal manufactures 68 160 346 597 595 637 660 66.4

Elec. & elec. eqpt/parts & .
telecom 00 20 116 228 190 196 209 224

Gaments 00 44 87 135 155 192 186 201
Others 68 96 144 235 250 249 265 239
Non-raditional unmanulactues 12 60 114 110 117 97 98 54
IN. Special transactions 00 09 06 03 02 01 04 O
IV. Re-exports 05 01 06 09 23 26 11 09
Total 100 100 100 100 100 100 100 100

($ millions ) 1062 2204 5788 4629 4842 5720 7074 7821

! There has been a re-classification for many products falling under Others baginning 1989.
Sourca: Basic data - Depariment of Economic Research, Central Bank of the Philippines.
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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 reviewsfiscal
incentives for regional development from the sixties thereon. |

BOI Incentives

Theoriginal Investment Actof 1967 was amended to include regional
dispersal of industries as one of the-criteria in the preparation of the
Investment Priorities Plan and in the evaluation of projects by the BOL. In
the 1980s three major incentives acts were passed: the Omnibus Ihvest-
ment Code (OIC) of 1981, 1983 and 1987. The OIC of 1981 (PD'1789)
consolidated all the provisions of the Export Incentives Act of 1970 (RA
6135) and the Investment Incentives Act of 1967 ( RA 5186) 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 granted to
registered firms; then additional incentives are given if a firm expaniis, or
exports a certain proportion of its output, or locates in a less deveioped
area. An expansion project will mean that a firm has already bden 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 ina less developed area. At this juncture, the
effectiveness of BOl 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
deductin full from their taxable income the cost of the necessary and major
infrastructure worksundertaken within 10years from commercial operétion.
Multinationals are likewise extended tax incentives to encourage leater
investments in preferred areas. .

To fully enhance the country’s exports, incentives are also granted 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
toBOI-registered enterprises. Inaddition, EPZA-registered enterprisesare
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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 in 1974, Tan (1979)
calculated the equivalent subsidy rates and analyzed their effects on the
EPR structure. The 30 firms corresponded to 52 BOI industries and 74
1/0 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 six percent, and one at 100 percent. The actual subsidy rate
would be 15 percent if only BOI registered firms were considered.

The effect of BOI subsidies 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 improved were those producing ramie,
pulp and paper, primary steel, electrical equipment and textile products.
However, the effect of BOIincentives on theoverall EPR structure remained
the same.

BOlincentives 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-
mentand tax crediton domestic capital equipment. This capital cheapening
effect was removed upon the passage of the OIC of 1983 (BP 391); thus,a’
more neutral policy toward capital and labor was achieved. However, this -
neutrality was lostupon the passage of the OIC of 1987 (EO 226), bringing
back the bias against labor, considering that the Philippines is a labor
surplus country.

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

The 1981 OIC granted 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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Table 6

PROJECTS APPROVED BY BOARD OF INVESTMENTS
BY REGION, 1980 - 1989

CAPITAL-LABOR RATIO |

|
REGION 1980 1981 1982 1983 1984 1985 1986 1987 1988 1989
PHILIPPINES 127 67 149 69 33 17 12 16 28 | 45
NCR 137 53 204 37 17 17 8 11 25 3
Region | 70 47 41 182 62 1 2 5 10 89
Region Il - 8% - 8 - 2 - - - 3
Region Ii 80 27 46 170 18 33 27 83 | 52
Region IV 8 21 74 334 5 18 24 38 246
Region V 254 2 0 77 3 3N 2 2
Region VI - 99 39 243 10 10 B 14 20 4
Region VIl 199 5 9 28 6 9 116 5 28 47
Region Vil 1237 6 - - - - 2 1664
Region IX - 3 3 15 0 5 3 4 3 B
Region X 692 81 181 76 20 630 8 14 12 26
Region XI 6 119 9 41 24 13 48 37 3
Region XIl - 70 68 6 - - 201 57 %

Notes:

GDP defiator used is for nationwide since figures are very close to regional deflators.

KA. = Project Cost in constant 72 prices per worker,

Source of basic data: Board of Investments.
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Table7 shows the projects approved by the BOI by region. From 1980-
1983, Region IV had the largest number of projects approved, followed by
the NCR. The third positiorrwent to either Region XI or IIL. These relative
positions shifted in 1983 in favor of NCR and remained unchanged until
1989, with the NCR bagging most projects, followed by RegionsIV and III,
respectively. Only in 1986 did Region VII supplant Region IIl in rank. In the
overall, this ranking would not change significantly even if the analysis for
the 1983-1989 period was based 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 agentsinvolv-
ed. Moreover, the incentives for dispersal were insufficient to compensate
for the efficiency pull of agglomeration economies (Louis Berger Inter-
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 canbe grouped into four critical location factors:
access or transport, power, information and communication, and physical
plant requirements. Thefirst three, purelya function of urban concentration,
canbe 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 congéstion. 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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Table 7
PROJECTS APPROVED BY BOARD OF INVESTMENTS
. BY REGION, 1980 - 1989

Ranked by Distribution Shares
1980 1981 1982
REGION #OF  PROJECTCOST  TOTAL #OF  PROJECTCOST  TOTAL #OF  PROUECTCOST  TOTAL
PROJECTS  {realtemns)  EMPLOYMENT PROJECTS  (realtemns) EMPLOYMENT PROUECTS  (realtorns) EMPLOYMENT

32 1,589,263 12,551 193 3,581,663 53,110 146 an3ps B2

PHILIPPINES 100 100 100 100 100 100 100 100 100
Region IV kY| 21 34 40 13 4 45 21 3
NCR 2 2 19 21 13 17 20 16 12
Region X 13 22 4 6 8 7 5 2 2
Region Vil 9 21 14 4 2 2 5 0 4
Region Xi 9 10 19 9 18 10 5 1 13
Regon| 6 5 9 2 1 2 2 0 1
Region Il 6 1 2 8 4 10 12 3 8
Region VI 0 0 0 2 5 4 4 1 5
Region V 0 0 0 2 6 1 0 0 0
Region IX 0 0 0 2 1 3 1 0 1
Region VIl 0 0 0 1 25 1 0 0 0
Region i 0 0 0 1 0 0 n 0 0
“Regon XiI 0 0 0 3 2 2 | 5 12

Source: Board of nvestments.
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Table 7 (confinued)

REGION #0OF PHOJEC!B:; COST  TOTAL #0F PROJ EEH:COST TOTAL #CF  PROJ Eicg'?sCOST TOTAL
PROJECTS  ({realterms) EMPLOYMENT Projects  {realterms) EMPLOYMENT PROJECTS  (realterms) EMPLOYMENT

152 1,934,715 27,980 124 1,251,903 37,830 143 404,043 23,961

PHILIPPINES 100 100 100 100 100 100 100 100 100

NCR 4 26 49 52 25 48 48 55 54

v 18 g8 19 19 5 K 12 18 17

Hl 10 13 5 5 4 8 10 7 4

Vil 7 1 3 5 0 1 Hn 5 9

X ] 7 7 3 2 3 2 4 0

Vi 5 24 7 2 4 1 3 1 2

v 2 0 1 3 5 3 3 2 0

Xi 2 0 1 6 4 0 3 5 3

I 2 15 6 3 2 1 3 0 3

Vil 1 1 t 2 48 0 0 0 0

1X 1 2 1 0 0 1 3 2 6

] 1 0 1 0 0 0 1 1 1

X 1 0 0 0 0 0 1 0 0

6¢

Source: Board of hwestmeants.
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Table 7 {continued)
1986 1987 1988
REGION #OF PROJECTCOST TOTAL  #OF PROJECTCOST  TOTAL #OF PROJECTCOST  TOTAL
PROJECTS (realterms)  EMPLOYMENT Projects (realterms)  EMPLOYMENT PRQUECTS (realterms}  EMPLOYMENT

118 318,695 26,201 429 1,326,643 82,101 647 3526048 128052
PHILIPPINES 100 100 100 100 100 100 100 100 100
NCR 51 51 74 59 46 66 a7 46 50
v 15 20 10 14 28 12 17 16 18
Vit 11 5 4 5 2 8 8 4 5
Vi 7 13 4 5 4 4 9 2 3
| 5 5 3 1 0 0 1 0 1

Xl 4 1 1 2 1 0 3 3
X 3 3 0 1 0 1 2 4 10
X 2 1 3 1 2 1 1 1 1
v 1 0 1 0 2 1 1 0 0
Xil 1 2 0 1 0 0 1 0 0
Vil 0 0 0 0 0 0 0 0 0
| I 0 0 0 9 14 8 9 23 8
N 0 0 0 0 0 0 0 0 0

HIMOE TYNOIDTN 30d SLIIS08] ANV NOLLYZTTVHINTEA

Source: Board of Investments.
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Table 7 (continued)

, 1989

REGION #OF  PROUECTCOST TOTAL

- PROJECTS  (realterms) EMPLOYMENT

921 6,349,103 140,203

PHILIPPINES 100 100 100

NCR 48 3 48

v 20 39 2%

vil 6 5 5

vi 6 2 3

| 2 3 2

X 2 1 2

X 2 1 2

X 1 0 1

} 0 0 1

Xl 1 1 1

vl 0 2 0

i 8 8 7

I 0 0 0

Source; Board of lnvestments.
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Table 8
PRIVATE INVESTMENT* , BY REGION
PERCENT DISTRIBUTION
1975- 1987

1975 1976 1977 1978 1979 19380 1981 1982 1983 1984 1985 1986 1987

{P 000} 12678417 13182242 13272201 14623308 16258215 17877016 18208773 18328253 18637143 12600436 9483933 7896115 9341264
PHILIPPINES 100.0 100.0 1000 1000 1000 100.0 100.0 1000 1000 1000 1000 1000 1000
National Capital Region 53.5 40 395 60.1 63.8 805 63.1 55.5 613 525 575 576 56.3
Region | 21 8.3 9.2 ].9 1.7 1.7 23 30 1.7 26 43 3.2 31
Region I 22 08 09 08 0.7 0.8 13 1.2 038 1.1 08 08 0.7
Region Il 6.0 B8 16.7 46 a8 38 39 8.0 34 5.1 42 49 5.1
Region IV 155 B.5 80 8.7 108 83 8.1 0.3 79 16.1 154 17.2 16.6
Region V 16 t6 KB a7 1.1 1.3 17 1.1 1.1 1.7 17 15 18
Region VI 39 30 29 27 30 76 29 48 45 38 30 27 32
Region VII KA 38 8.2 47 58 78 8.0 33 8.7 94 88 1.1 56
Region VIII 15 0.7 09 15 06 06 0.7 0.7 08 22 24 1.0 08
Region IX 08 09 08 1.4 08 038 08 0.8 11 t.3 0.5 04 08
Region X a9 25 29 22 41 5.1 5.2 48 58 36 15 1.8 2.2
Region XI 41 29 28 46 2.6_ 39 48 23 59 31 24 24 28
Region Xii - 10 11 42 29 1.1 17 18 a4 09 15 09 16 1.1

* Private investmaent = Durable Equipment + Private Construction
Souroe: National Income Accounts, LINK Series, NEDA.

HIMOYD TYNOIDFY 30 SLEIS08d ANY NOLLVZTITVAINADEA
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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 sumfineson few erring firms. Private costs are also lower through the
efficiency provided by the agglomeration economies.

The second incentive for dispersal 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 percent of export revenues. In this
scheme, an export firm is granted a tax deduction incentive equal to its
direct labor and 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 amountof 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 thatlocatein the NCR starting 1989. Yet, thedistribution
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-
ness of 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, one can 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
theabolition of the export tax to enhance the production of and investment
inwhatused tobe 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 US5$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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Table 9
TOTAL EXPORTS, 1980 -1987
(F.OB in thousand US dollars)

PERCENT OF
TRADITIONAL  TRADITIONAL

YEAR TOTALVALUE EXPORTS EXPORTSTO TOTAL
1980 578,788 na.
1981 5,720,397 na.
1982 5,020,593 1,955,563 30.75
1983 5,005,201 1,893,458 37.83
1984 5,390,646 1,739,796 3227
1985 4628954 1,313,645 28.38
1986 4,841,780 1,299,289 26.83
1987 5,720,238 1,296,815 2267

Sourca: Philippine Stalistical Yearbook, 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 toadjustexchange ratesand 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 systemand
deprived the government of much needed revenues. The executive order,
however, explicitly retained the incentives provided under the Omnibus
Investments Code.

Kalakalan 20

rural areas was the passage of RA No. 6810 in 1989, establishing thg 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 notexceeding P500,000;and (c) principal officeand
business operation located in the countryside.

RA No. 6810 grants to all CBBEs registered under such law an
exemption fromall nationaland local taxes, license and building permit fee,

The most recent measure undertaken to promote develop{\ent in
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and other business taxes except real property and capital gains taxes,
import duties and other taxes onimported articles. The law further allows
allincome, receiptsand 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 benefitsaregiven
fora period of five years from the dateof registration of the CBBE provided
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 programat all. Afterall, 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

Idealiy, 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
willbe 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 monetary policies have a directbearing on 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. Itisin this sense that monetary and banking policies helped produce
and magnify regional imbalances in favor of the NCR.

This bias 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 developmentof 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 banksx Rural
banks were meant to be small, unit banks catering only to small farmersand
non-farm entrepreneurs in rural areas. To encourage potential investors to
engage in rural banking, the government provided rural banks with sub-
stantial subsidies including tax exemptjons, cheap equity funds from the
government that earned 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 dnd 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 redirectresources 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 conduits of
such funds.

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

The establishment of rural banks and the creation of severa| special
credit programs were thus complemented by other measures desiéned to
improve the flow of funds. Starting 1972, the Central Bank encouraged
banks to open up branches inremote areas of the country by requiring every
new branch to purchase low-yielding, special five-year governmentsecuri-
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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 Areal '
(Heavily overbranched areas) P 20M

b) Service Areall
(Overbranched areas) P 25M

¢) Service Area Il
(Ideally branched areas) - P1OM

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

e} Service AreaV
(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 12 other
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 that of 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 thrift banks operating outside the NCR to allot atleast 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 transferring 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.
Todate, nobank wasever penalized for violating this particular regulation.

A third complementary measure was the agricultural loan quota scheme
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 bank (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 NCR. The
adjacent regions(RegionsIIland IV)also obtained a larger 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 bank categories. The steps taken were meant to minimize
the fragmentation of the financial markets.

Today, the branching policy is more liberal than in the past. The
required investment in government securities for purposes of estabishing
branches and other banking offices was eliminated in 1988, thus, signifi-
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 liberalized since 1988.
Although the 75 percent retention scheme is still enforced, regional group-
ings was reduced from 12 to 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.

Starting November 1985, the Central Bank has used its rediscotinting
window for stabilization purposes rather than for allocation of it to
priority sectors. The rediscounting rate has been made uniform and aligned
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 credit programs managed by the Central Bank are
now being charged at market rate, except in the case of the Industrial
Guarantee Loan Fund (IGLF). |

Under the IGLF program, borrowers located in the country’s un-
derdeveloped areas are charged a rate that is two percentage pointsibelow
the market rate. The lower rate is based on the assumption that borfowers
in depressed areas usually incur higher transactions cost in accessing the
IGLF facility due to distance, and poor infrastructure and transpottation

facilities. The IGLF encourages banks to follow the policy by differentiating
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Table 10
GEOGRAPHICAL DISTRIBUTION OF ALL LOANS APPROVED, DBP
JANUARY 2, 1947 TO DECEMBER 31, 1980

(in thousand pesos)
TOTAL

REGION NO. AMOUNT
NCR 38053 ( 7.32%) 8012795 (30.31%)
| 2779 ( 535 ) 1752415 ( 663 )
I 41959 (-807 )  1,127854 ( 427 )
I 63,603 (1218 ) 2791412 (1056 )
v 48928 ( 941 ) 3684638 (1394 )
v 32915 (633 ) 900931 ( 341)
VI 62506 (1203 ) 1574549 ( 596 )
Vil 27906 ( 537) 1076318 ( 4.07)
Vil 24,278 ( 467) 428661 ( 162)
IX 31,274 ( 602) 567,130 ( 2.15)
X 402 ( B47) 2212647 ( 837)
Xt 26895 ( 5.7 ) 957627 ( 362)
Xil 49M8 (961) 1348089 ( 5.10)
GRAND TOTAL 520086 10000% 26435066  100.00%

“ Figures in parenthesis are percont to total,
Sourca: Development Bank of the Philippines Annual Report 1980,
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itslending 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
isinline 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 prodeeding
discussion narrows down its focus to three such credit programs, starting
with the latest. . .

The Tulongsa Tao, Self-Employment Loan Assistanice (TST-SELA) program
of the Department of Trade and Industry wasintroduced in 1987. Operating
through NGO3$ which act as conduits for credit to small borrowers for
microenterprises and livelihood projects, the program has so far lent out
P68 million to 173NGOs. With additional US$8 million support froth 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 wis obtained by Region II; the
lowest, by Region IX. Note that the latter had the second lowest-under-
employment rate as of 1988.

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

In 1985, loan accounts were highly concentrated in the NCR and -
Regions III, IV, and VI. By 1988, the great concentration of loan a¢counts
was narrowed only to threeregions: Region IiI, IVand VI. Region VIT sshare
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. Nate that
Regions IIl 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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Table 11
. INTEREST RATES ON IGLF AVAILMENTS OF
PARTICIPATING FINANCIAL INSTITUTIONS
(For the period 23 January 1 30 June 1989)
INTEREST RATE
LOCATION OF PROJECT PER ANNUM (%)
FIXED VARIABLE
National Capital Region 141 121
Region | 121 101
Region Il 121 104
Cordillera Autonomous Region (CAR) 1.1 9.1
Region Iil 141 121
Region IV (except Quezon, Aurora, Rombion,
Marinduque, Palawan, and Mindoro) 141 124
Region V 1.1 9.1
Region VI (except Antique, Adan and Capiz) 131 141
Region VII (except Bohol, Negros Oriental and Siquijor)  14.1 121
Region VIl "1 9
Region IX 1.1 9.1
Region X  (except Camiguin) 131 11
Region XI| _ ) 1314 11
Region XIl 121 101
Quezon, Palawan, Capiz and Aklan 121 101
Bohol, Antique, Siquijor, Mindoro, Aurora, '
Romblon, Marindugque, and Camiguin 111 9.1
Negros Oriental 131 111

Source: CB Circular No. 83-01 (January 1983).
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Table 12
TST-SELANGO-MCP APPROVALS BY REGION
(As of October 23, 1989)

TST-SELA  NO.OF  NO.OF NGO-MCP  NO.OF  NO.OF
REGION AMOUNT BENEFICARIES NGOs AMOUNT BENEFICIARIES NGOs

| 7,075,000 283 17
CAR 7216000 289 21
I 13,333,000 533 16
m 3,125,000 125 11 9,050,000 362 9
IV 58666,000 227 14
V 2570000 103 12 1,625,000 65 6
VI 2,685,000 107 9
VIl 4,101,000 164 12 5412,000 216 7
VIl 2,255,000 ) 6 578,000 231 8
IX 1,700,000 68 12
X 3540000 142 8 6,719,000 269 8
Xl 3,302,000 132 12 6,350,000 254 9
Xl 4,188,000 168 12
NCR 4,970,000 199 1"
TOTAL 65726000 2630 173 . 34,936,000 1,307 m

Nole; CAR = Cordillera Autonomous Ragion.
Source: Bureau of Small Scale industries, Depariment of Trade and industry.
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Table 13
GFSME APPROVED ACCOUNTS, BY REGION
(In thousand pesos)

AS OF DECEMBER 1985 AS OF DECEMBER 1988
REGION  NO. AMOUNT NO. AMOUNT

NCR  2(7.69%)' 15500000 (21.36%)° 7 ( 3.87%)" 13,176000 ( 451%)*
| 2(769) 290000 (400) 8 (442) 14625000 (5.34)
N o -0- 0 -0- 0 -0- 0o -0-

W 8(3077) 19750000 (27.22) 27 (1492) 40877500 (14.96)
vV  5(1923) 8293000 (1143) 53 (29.28) 64,839,000 (8.11)
V. 1(38) 2500000 (345) 1 (055) 500000 (0.18)
VI 5(1923) 15369000 (21.18) 68 (3757) 108533,165 (39.63)
VIl 2(769) 6750000 (9.30) 7 (387) 11,250000 (4.11)
Vil 0 -0- 0 -0- 0 -0- 0 -0-
X 0 -0- 0 -0- 1 (055) 3,360,000 ( 1.23)
X 0 -0- 0 -0- 3 (1.66) 2850000 (1.04)
Xl 1(385) 1500000 (207) 6 (331) 13645000 ( 4.98)
Xt 0 -0- 0 -0- 0

-0- 0 -0-

TOTAL 2610000% 72562000 10000 181 100.00% 273,855,665 100.00%

(0) = no GFSME-approved account for tha region on said period,
* Fiyures in parenthesis are percant to otal

Source: The Guarantss Fund for Small and Madium Enterpricee (List of Approved Accounis per Ragion).
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+

The Industrial Guarantee Loan Fund (IGLF), established in 1952, is the
oldestamong the three lending programs reviewed in this section. Table 14,
which gives the distribution of IGLF loan releases by region for the years
1980, 1985, and 1988, shows that the program highly favored the NCRboth
in terms of the number and volume of loans. This bias has remained
throughout the period of analysis. The NCR’s share in the total amount of
loans further increased in 1988. In contrast, the poorer regions (in terms of
per capita income), i.e., Regions VIII, V, II, I, and IX, received practically
. none from the program. Thus, the program’s interest rate subsidy to poorer
regions would be rendered uselessif no changesin the patternof dlstnbuhon‘
of loans were made.

SPECIAL PROJECTS AND PROGRAMS

This section briefly reviews the government’s National Industrial
Estate Program (NIEP) and assesses its impact on regional development
and industrial dispersal. The analysis covers only one industrial estatd (IE),
the PhividecIndustrial Estate-Misamis Oriental (PIE-MQ); and four export
processing zones (EPZs), namely, the Bataan Export Processing
(BEPZ), Mactan Export Processing Zone (MEPZ), Baguio City Export
Processing Zone (BCEPZ), Cavite Export Processing Zone (CEPZ).

The Industrial Estates Program was one of the mechamsm.-ﬁ 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 (EPZA
- PD 66) in 1972. Its objective was to redirect the forces of urban and
industrial concentration away from the NCR and toward other regions of
the country. To achieve the program’s objective, industrial sites were
identified and constructed with basicinfrastructuretoserve asanalternative
plant site for firms, Table 15 shows some basic facts about the enﬁtmg
Export Processing Zones/Industrial Estates (EPZs/IEs).

The IE/EPZ is animprovement over the BOI incentives for dispersal
because the former provides basic infrastructure and related servicessuch
astechnical advice within theindustrial estate. Itshould benoted thatih the
late 1960s, EPZs and IEs mushroomed in developing countries, and re hed
their height by 1985. By then, 96 zones were established in 35-cou mes
(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 effects on the internal rate
of return as well as the factor intensity on these firms do not differ
substantially from those on BOlL-registered firms. :
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Table 14

IGLF LOAN RELEASES BY REGION
{In thousand pesos)
1980 1985 1988
REGION NOC. AMOUNT NO. AMOUNT NO. AMOUNT

NCR 77(4520%)° 1,360,00000 {5564%)" 179 (44.75%) 2211,03000 (51.09%) 372 (64.47%)° 1,071,227 (71.09%)°

| 2(198) 1379310 (056 ) 7(175) 5724130 (132 ) 6( 104) 9950 ( 066 )

I -{ 000 ) -(000) 15(375) 19517200 ( 451 ) 2( 035) 5500 { 0.36 )

I 9(520) 12344820 ( 505 ) 107 (2675 ) 1,18206000 (2731 ) 67 (1161) 130,190 ( 864 )

i 2( 148 ) 25655170 (1050 ) 14 ( 350 ) 13793100 ( 3.13) 42( 728) 88130 ( 585 )

v 4 (235) 3172413 (130) 5(125) 1931030 { 045) 3( 052) 3205 ( 0.21 )

Vi 24 (1412 ) 18896550 ( 7.73 ) 28 ( 700 ) 15448200 { 357) 11 191) 18850 ( 1.25 )

Vil 18 (1059 ) 34620680 (1416 ) 20( 500 ) 17103400 { 395) 38( 659) 82880 ( 550 )

vill - {000 ) - {000 ) 5(12 ) 4?,588.20(110) - (000) - ( 000)

X - {000 ) -{000) - (000) -{000) -{000) - (000)

X 7(412) 7103448 (291 ) 14(350) 11379300 ( 263) 23{ 399) 52645 ( 349 )

Xl 6{ 353 ) 4758620 (195 ) 5(125 ) 3?,931.00 { 0.88) 9(156) 28029 ( 186 )

Xi 1(05 )} 48275 (020) 1( 025) (000) 3(052) 16100 { 107 )

CAR - 0{ 000 } 000 (000 ) 0 (000 ) 0(0.(20) 1(017) 200 { 001 )

TOTAL 170 100.00% 2444,137.70 100.00%  40010000% 4732757080 100.00% 577100.00% 1506906 100.00%
{-} =nona or negligible
{0) = no data avalable

* Figures in parenthesis are percent to otal.
& Source: Industrial Guarantee and Loan Fun.
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s “Table 15
PROFILE OF PHILIPPINE INDUSTRIAL ESTATES
' TOTAL NO. TOTAL NO.
: OF MFG.  OF MFG.
AREA (HECTARE) TOTALPUBLIC  FIRMSIN  WORKERS
YEAR OF WNVESTT. (PO00} OPERATION {AVERAGE
OPERATION INDUSTRIAL ESTATES LOCATION TOTAL DEVELOPED* OCCUPIED  {1972=100}  (Dec.1986) FOR 1366)
EXPORT PROCESSING ZONE AUTHORITY
1972  Bataan Export Processing Zone Mariyeles, 1600 172 90 160,701 32 15,794
Bataan
1979  Mactan Export Processing Zone Mactan, 119 35 10 11,327 7 3458
Cetu
1980  Baguio City Export Processing Zone Baguio City, 66 16 13 13,469 10 3,522
Benguet
1982  Cavite Export Processing Zone Rosario, 275 40 0 5,930 1 82
Cavite
PHIVIDEC Industrial Authority ,
1974  PHIVIDEC Industrial Estate-MO Tagoloan, 3,000 273 258 nda 7 1,443
Mis. Or.

* Developed = reprasentsNet Developed Indusirial Area, i, the aggregate area d,asi'gnamd. for industrial use excluding road right of way, open spaces, eic. at fuil development.
Source: Annual Report of Nationwide Industrial Estate Program, 1964, 1386, 1967.
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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 sorné 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. Oneencouraging 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 are no local capabilities for pig iron. Their forward linkages,
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Table 16
EMPLOYMENT CONTRIBUTION OF INDUSTRIAL ESTATES/EXPORT PﬂOCESSING ZONES
1981 - 1986
1981 1982 1983 1984 1985 1986

1. BEPZ () _ » ,

Employment (N}’ 20,350 18,659 19,871 22,866 15,426 15,794

Labor Force (LF) 1693208 1,651,010 1,771,005 1,853,476 1,923825 2,016,492

(N} /{LP) . 12 1.1 1 1.2 08 08
2. MEPZ (V1) :

Employment (N} 1,211 1,778 2,088 3,785 3,243 3,458

Labor Foroe (LF) 1,545,720 1,533,896 1,715,868 1,747,041 1,745,421 1,787,030

(N) /{LP) 0.1 0.1 0.1 0.2 0.2 0.2
3. BCEPZ{))

Employment (N) 753 1,175 1,571 2,551 3,270 3522

Labor Force (LF) 1,327,975 1,299,200 1,408,176 1406,196 - 1344816 - 1,456,728

(N} /{LF) 0.1 0.1 0.1 0.2 0.2 0.2
4. CEPZ(IV) _ ,

Empioyment (N) 0 0 0 0 0 82

Labor Force (LF) - 2,347 455 2,220,778 2,201,100 1,896020 2679336 2,737,488

NP : 00 00 - .00 - 00 - 0.0 0.0
5. PIE-MO(X) . ' - ' '

Employment (N) 2,173 1,720 - 1,807 1,425 1,388 1,443

Labor Force (LF) 1,140,412 1,056,330 1,303,568 1,320,926 1,311,252 1,318,876

AN R 02— 02 -84 01 -0t S

Saurce: Philippine Statistcal Yearbook 1968, paga 114.
Annual Repert of NIEP.
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Table 17
SECTORAL DISTRIBUTION OF FIRMS
IN THE INDUSTRIAL ESTATES
(Number of Firms Operating)
1985 1986

BEPZ (Region Iil)

Textiles 2 2

Wearing apparel 13 13

Footwear 1 1

Paper and paper products 1 1

Rubber products 1 1

Plastic products 2 2

Electrical machinery 6 5

Transport equipment 2 1

Other equipment & instruments 2 1

Others 5 5
Sub-Total 35 R
MEPZ (Region V)

Food 0 1

Wearing apparel 2 3

Wood and wood & cork products 0 1

Electrical machinery 1 1

Other equipment & instruments 1 1
Sub-Total 4 7
BCEPZ (Region )

Textiles 1 1

Wearing apparel 3 3

Footwear 1 0

Plastic products 2 2

Fabricated metal products 1 0

Electrical machinery 3 3

Others 1 1
Sub-Total 12 1
CEPZ (Region IV)

Wearing apparel 1 2
Sub-Total 1 ‘2

Source: Annual Report of Nationwide Industrial Estate Program 1884, 1888, 1987,
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Table 17 (continued)

1985 1986

PIE-MO (Region X)
Food
Wood and wood & cork products
Paper & paper products
Industrial chemicals
Other chemical products
Iron & steel basic industries
Sub-Total

ON 200 =00
~NRN OO —=MoN

CALL
Food
Textiles
Wearing apparel
Footwear
Wood and wood & cork products
Paper and paper products
Other chemical products
Rubber products
Plastic products
lron & steel basic industries
Fabwicated metal products
EBlectrical machinery
Transport equipment
Other equipment & instruments
Others

-

.
DWW O =N E =R WO

GN-ﬁCDOM-h-iONm—iBGQ

TOTAL

8
G

Source: Annual Report of Nationwide Industrial Estate Program 1984, 1986, 1987,
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Table 18

LOCAL PURCHASES
(At constant 1972 prices)

IE 1681 1982 1983 1984 1985 1986
BEPZ (Region ll) . 4,835.86 6,400.40 5460.79 4,157.36 5,756.13
MEPZ (Region Vi) . 2791 142.14 379.16 13822 600.55
BCEPZ (Region | . . 43091 97245 1,410.33 1955.17
CEPZ (Region IV) - - - 0.00
PIE-MO {Region X) 62424
TOTAL 6,982.45 6,812.39 5,705.91 2,562.97

RATIO OF LOCAL PURCHASES TO INDUSTRIAL GROSS REGIONAL DOMESTIC PRODUCT
IE 1681 1982 1983 1984 1985 1986
BEPZ (Region Hl) . 0.0015 0.0020 10,0019 0.0016 0.0023
MEPZ (Region V) . - 0.0001 0.0002 0.0001 0.0003
BCEPZ {Region | . . 0.0001 0.0002 0.0003 0.0004
CEPZ (Region IV) - 0.0000 0.0000 0.0000 0.0000 0.0000
PIE-MO {Region X) . - . - . 0.0006
TOTAL - 0.0000 0.0005 0.0006 0.0005 0.0002

Note: (-} = no avaitable data.
Source: Annual Report of Nationwide Industrial Estate Progrem 1884, 1886, 1887,
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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/1Es was never over three percent.

The EPZs/1Es have notbeen very successful either in dispersing firms.
Table 15 confirms that EPZs/IEs have fallen short of their goal. Inassessing
dispersal in 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 in planning or an
inability to attract the projected number of firms. '

The Mactan Export Processing Zone is perhaps one exception. The
latest available information indicate that almost all of the 119 hectar¢s in the
zonearealready occupied.® The overall incentive package, suchaslow land
lease/sale rates, cheap utilities, low wages (Appendix A for more details)
increases a firm’s profitability by an average of seven percent. This is in
contrast to the case of the NCR. Apparently, the package was not e'rtlugh to
compensate for the locational advantage of the NCR (Louis Berger Interna-
tional 1986). : :

Overall, itcan be concluded that the industrial estate prograny's effect
on industrial dispersal has been ineffective, despite the provision pf basic
infrastructure. The sufficient conditions to effect dispersal are m
plex to identify and difficult to influence. i

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 (RICs). These RICs are included in the MTPIP
1988-1992. Their objectives are: {a) to provide sufficient and balanced
infrastructure necessary in bringing investment in at least one drea per
region; and (b) to serve as an instrument for rural development and to
distribute the gains across regions. It is also obvious that the RIC grogram
has industrial dispersal and regional development objectives quite! similar
to that of the NIEP.

" TheRIC program calls for the identification and developmentiof areas
into alternative industrial centers by decentralizing and beefing-up trade-
* andindustry-related servicesand facilities; improving infrastructure utilities
 and credit delivery system; and adopting a more competitive and rational

com-

10 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 RICs are:

ScnewN-

Market size to include exports;
Availability of labor;
Manufacturing base;

Business services;

Social amenities;

Infrastructure and utilities;

a.
b.
c.
d.

Port

Airport

Power
Telecommunications

7. Other considerations

MmO Qn o

i.

)
k.

. Availability of raw materials.

. Peace and order situation.

. Availability of prime industrial land.
- Road system.

. Water system.

Role as trade or shipping center.

. Internodal linkages.
. Distinct comparative advantage (unique characteristics and

internal conditions of a city/municipality).
Proximity to market.

Proximity to other ports and facilities.
Business dynamism of the provmce

These criteria include all factors that can induce firms to locate in a
certainarea. But the areas where government policy has a strong influence
areinitems 6and 7d¢, i, andj.

Below are the areas identified as RICs:
Region I - San Fernando, La Union

CAR

- Baguio EPZ

Region II - Cauayan, Isabela

Region III - Bataan EPZ

‘Region IV - Cavite EPZ/Batangas

Region V - Legaspi City

Region VI - Pavia, lloilo

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 - Iligan City /Parang, Maguindanao
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Table 19 presents the profile of nine new RICs."” Perhaps after 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 cost.
" Seventy-four (74) percent of the off-site project components are already

programmed—i.e., either there is an ongoing activity or specificactivities
had been programmed for implementation in 1990—with Regions VI and
Ihaving the highest (93 percent) and lowest allotment (38 percent) from the
program funds, respectively.

Region VI had the highest percentage of programmed off-si
structure projects because Pavia, lloilo is one of the Special Devel
Programs (SDPs) of the Coordinating Council of the Philippine
Program (CCPAP). All off-site infrastructures will be fully operatit nal in
1995.

On-site infrastructures are still in the pre-investment study stage.
Some of the RICs are being promoted to foreign government, multihation-
alsand other private developers. There are at present five EPZs in operation
while four of the RICs (i.e., Batangas, General Santos City, PHIVIDEC,
along with the Cagayan-lhgan Corridor, and Pavia in Iloilo) are part of the
SDPs.” The RICs are expected to attract 263 firms and generate 43,211 jobs.

Recent experiences on industrial estates suggests some caution in

* promoting the RIC program. With so much unoccupied space at the existing
EPZs/IEs, off-site infrastructure should at least be provided to the elxisting
industrial centers toimprove the latter'sattractiveness. On-site infrasttucture
projects should wait until there isa demand for more industrial spac¢ based
on factors such as the rising occupancy rate in the existing industrial centers.
The experiences with the Mactan Export Processing Zone is one tase in
point. The other regions, of course, offer a different attraction based an their
respective resources and climate. Beyond that, regional comparative ad-
vantage is man-made.

1 The four EPZs are actually part of this program but are excluded from this discussion.
12 These projects are discussed in Chapter VI. '



Table 19

PROFILE OF REGIONAL INDUSTRIAL CENTERS

| ] v v vill X XD X-GS X XIP  TOTAL
A Area(ha) 100 100 100 80 40 40 52 400 105 40 1057
B. Off-site cost!
Total 220.15 3163 15432 27546 47957 26589 226495 138495 44681 44193 5965.66
% Programmed 38 62 58 93 66 88 79 1 92 4 74
% Unprogrammed 62 38 42 7 34 12 21 ] 8 57 26
C. On-site cost 243 126 161 213 58 149 408 236 293 81 1968
D. Distances from
{inkm)
CBD 4 2 5 9.6 15 13 14 4 5 20
Aiport 5 10 9 75 20 12 6 8 15 20
Seaport 7 140 5 14 14 15 5 adjacent
Highway 2 along 35 along 10 along adjacent along 0.1
highway highway highway higtway
F. Targets
No. of fims 60 40 40 80 24 - 19 263
Employment 15000 7092 09 11496 4867 1747 43211
No. of years to
100 % Occupancy 5 5 5 3 2 3 3 - 3

Note: All cost are in million pesos.

XID refers to Davao City; XIH to ligan Gity; XII-P to Parang, Maguindanao.
The locations of the rest are axplained in the text.

' Deotaits in Annex B.

Source: Department of Trade and indusiry.
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AN OVERVIEW
OF REGIONAL DEVELOPMENT

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?

Toanswer these questions, thisstudy analyzes regional data covering
the years 1975, 1980, 1985 and 1988. 1975 is chosen as the benchmark year
for two reasons: one, regional statistics starting 1975 are more reliable; and
two, it is reasonable to presume that the policies and programs for regional
development in the early seventies have not produced substantial impact
by 1975. The situation 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 todominateall the other regions witha 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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Table 20
INDICES OF PER CAPITA, GROSS REGIONAL DOMESTIC PRODUCT
1975, 1980, 1985 and 1988
(At constant prices)
REGION'YEAR 1975 1980 185 1988
PHILIPPINES 100 100 100 100
Luzon 118 118 116 116
NCR Metro Manita 267 57 234 px <]
| Ylocos Region 53 51 62 <]
Il Cagayan Valley 58 61 57 52
It Central Luzon 83 83 85 2
IV Southem Tagalog 13 109 m 1
V Bicol Region 45 47 48
Visayas 78 78 74
VI Westem Visayas 95 87 7
VI Central Visayas 84 “ 91
VIl Eastem Visayas 4 42 45
Mindanao 78 81 . 98 87
IX Westem Mindanao 53 63 69 3
X Northem Mindanao 76 84 92 9
Xi Southem Mindanao 104 91 102 100
Xll Central Mindanao n 81 82 8

Source: ESSO-National Statistical Coordination Board.
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Table 21
PERCENT SHARES, GROSS REGIONAL DOMESTIC PRODUCT
1975, 1980, 1985 and 1988
(At constant prices) o
REGION/YEAR : 1975 1980 1985 1988
PHILIPPINES 10000 10000 10000  100.00
Luzon 64.19 63.75 63.13 63.62
NCR Metro Manila 380 .67 2067 30.78
| Hocos Region 4.08 3.78 446 443
Il Cagayan Valley 265 282 264 2.9
Il Central Luzon 8.32 8.26 8.53 8.14
IV Southem Tagalog 14.03 1383 - 1437 1467
V Bicol Region 351 340 347 32
Visayas . 1888 1796 1684 16.42
VI Westem Visayas 9.34 8.17 732 6.78
Vil Central Visayas 6.80 737 6.99 729
VIl Eastem Visayas 274 242 253 234
Mindanao , 16.93 18.29 20.03 19.96
IX Westem Mindanao 258 331 363 343
X Northem Mindanao 420 4.81 5.36 547
X Southem Mindanao 6.72 6.33 714 7.06
Xl Central Mindanao 343 383 391 399

Source: ESSO-National Statistical Coordination Board.



Table 22
NET INTERNAL MIGRATION RATE OF POPULATION 5 YEARS OLD AND OVER BY REGION, 1970, 1975 AND 1980 -1967
(In percent) -

YEAR/REGION NCR I 0 W W VoV v X X X X
19701975 150 (131) (023) 069 042 (102) (041) (120) (020) (147) 189 1.12 (09)
1975-1960 751 (342) (32) (008) 297 (443) (389) (411)(612) (099) 339 216 198
1980-1981 453 (121) (005) (005) 153 (154) (177) (136)(172) (020) 079 085 042
1981-1982 453 (122) (005) (005) 156 (157) (179} (137)(173) (020) 081 066 042
1982-1983 450 (123) (005) (005) 160 (159) (180) (137) (175 (020) 083 067 044
1983-1984 446 (125) (005) (005) 164 (161) (182) (138 (177) (0.20) 084 068 044
1984-1985 441 (126) (005) (005) 167 (163) (183) (138)(179) (020) 086 070 045
1985-1986 437 (126) (005) (005) 171 (165) (185) (139)(180) (020) 087 071 048
1986-1987 433 (075 (164) (202) 198 (115 (081) (057)(070) 010 184 200 184

Note: Nat nteme! Migration Rate = The diffarence between the in-migration and out-migraton rates.

Source: Nafional Statistics Office.
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An Overview of Regional Development

In Luzon, only Region I increased its per capita Gross Regional
Domestic Product and its share to the National Gross Domestic Product. In
Regions Il and II1, 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 VI'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 sugarindustry after its export demand and
prices plummeted brought a concomitant slump in this region’s perform-
ance. Meanwhile, Region VIII's development 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
tonational outputin 1988 as compared toits performance in 1975 (Table 22).

Todetermineif these wide disparitiesacrossregions 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. 'I‘hevanance fell
in 1985 and increased again in 1988.

Some insights at this point can already be gathered from the trend. For
one, the disparities worséned during times when the industrial sector was
performing better than the agricultural sector, as was the case from 1975 to
1980 and 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
whenregional disparities narrowed). Since mostregions are predominantly
agricultural, itis 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
notreject 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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Table 23
STANDARD DEVIATION AND ANALYSIS OF VARIANCE PER CAPITA,
GROSS REGIONAL DOMESTIC PRODUCT

1975,1980,1985 and 1968 ,

1975 1980 1985 1988
9114 10082 7552 8368
Sum of Squares DF : Mean Square E Rafio:
557873462 3 185057821 0220
40536280.308 8 844505.840 |
41094153.769 51 a

measured by the standard deviation during the periods under st::i::m
not significant. This implies that the policies and programs to te
regional developmenthave eitherbeen ineffectiveor haveyet 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 GVA 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 Southem Tagalog expanded. This ind
that the spillover of manufacturing activity to the metropolitan peri hery
started in the eighties and involved Region IV more than it did Regid
- The study shows that there was only a slight decline in Region I1I’s share to
manufacturing act1v1ty during the period. Only Region I expenen
significant increase in manufacturing activity.

In the Visayas, Region VI experienced a precipitous decline inits éhare
to themanufacturing GV A asa consequence of the fall of the sugar industry.
The decline was so steep that the overall share of the Visayas l:gons
dropped despite the significant increases in manufacturing activi
Region VII and the modest gain in Region VIIL
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Table 24
PERCENT SHARE AND INDEX, GROSS VALUE ADDED IN MANUFACTURING, BY REGION

1975, 1980, 1985 and 1938
(Al constant prices}
1975 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
NCA Meltro Manila 52.10 441 £3.19 432 51.73 407 46.87 364
| llocos Region 0.8 1 0.97 13 1.37 19 2.16 3
Il Cagayan Valley 0.49 11 0.48 1" 0.35 8 0.33 8
Hl Central Luzon 8.66 86 8.29 8 B.18 82 8.08 81
IV Southem Tagalog 17.27 139 15.99 126 17.74 137 19.23 147
V Bicot Region 0.39 5 0.36 5 037 5 0.41 6
Visayas 12.18 208 1228 26 1045 182 9.39 180
VI Westem Visayas 175 79 105 7% 475 51 279 K'i|
Vil Central Visayas 4.06 80 491 62 542 Fi! 6.17 82
VI Eastern Visayas 0.36 6 032 5 0.28 5 0.42 8
Mindanao 8.04 152 8.44 179 9.81 168 13.46 252
IX Westem Mindanao 0.48 10 0.47 9 0.70 13 0.92 17
X Northem Mindanao 249 45 254 44 345 59 5.13 88
Xt Southem Mindanao 299 46 3.3 48 330 47 403 57
Xl Central Mindanao 207 42 2.12 45 237 50 3.39 2l
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DECENTRALIZATION AND PROSPECTS FOR REGIONAL GROWTH

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 XIL

Taken as a whole, note that the distribution of manufacturing activi-
ties remains highly skewed uptto the present, with the NCR and ons
Il and IV accounting for almost three-fourths of the total value-added in
manufacturing. This bias in favor of these three regions persisted in spite of
the encouraging achievement manifested by other regions. “

Neveértheless, by comparing Table 24 with Table 20, one can imfme-
diately discern a strong correlation between the performance of the region
in terms of per capita GRDP and its performance in terms of manufactufing
activity. Since manufacturing is often the more dynamic sector of| the
economy, regions with a significant manufacturing base tend to aftain
relatively higher growth rates. The government, thus, should seriojsly
pursue a more balanced development between the agncultural nd
industrial sectors of all regions.

POVERTY

A major policy thrust of regional development during the mid-1970s
was poverty alleviation, apparently a response to the deteriorating po
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 1975
and 1980 flgures were estimated by deflating the 1985 regional po
thresholds using the 1975 and 1980 consumer price indices, while the 1988
poverty thresholds were adjusted for inflation. Because of these consid-
erations, comparisons over time had to be treated with caution. The table
provides a rough approximation of the changes in the poverty situgtion
within and among regions.

In 1975, the regions with the highest incidence of poverty, i.e., hi
than the national average, were Region X (81.7%), Region IX (79.9%),
Region V (79.2%), Region VI (76.9%), Region 1I (75.3%), Region I (74.8%),
and Region VIII (74.6%). By comparing Table 20 with Table 25, one rotes
that regions with relatively lower per capita output generally hav the
highest incidence of poverty.

During the 1975-1988 period, national poverty incidence declined by
244 percentage points. The biggest improvements were posted by the
NCR, Region X, RegionIlI, Region IX, RegionII,and RegionI. Region Viand
all of the Visayas regions, in contrast, experienced relatively lower improve-
ments. In Mindanao, the regions were able to achieve considerable su
in reducing poverty despite its high incidence of poverty relative ta the
national rate. :
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Table 25

REGIONAL POVERTY INDICATORS
1975, 1980, 1985 and 1988
1975 1980° ' 1985 1988 19881975
TOTAL TOTAL TOTAL TOTAL
POVERTY POVERTY POVERTY POVERTY POVERTY POVERTY POVERTY POVERTY  POVERTY
THRESHOLD INCIDENCE THRESHOLD INCIDENCE THRESHOLD INCIDENCE THRESHOLD INCIDENCE  INCIDENCE
(PESOS) (%) {PESOS) {%) (PESOS) (%)} {PESOS}) {%) (% DIFFERENCE)

PHILIPPINES 524 739 938 732 2,381 59.0 2,709 435 244
NCR 768 69.3 1320 66.8 3,282 439 4,037 31.8 375
Region 1 516 748 921 849 2,389 528 2,597 48.6 26.2
Region 2 539 753 937 904 2,201 56.3 2,576 486 2.7
Region 3 514 69.0 928 778 2,552 435 2,881 398 294
Region 4 559 646.1 9% 839 2,471 55.2 2,832 49.3 16.8
Region5 455 79.2 881 86.7 2,143 735 2,443 65.3 139
Region 6 528 769 932 829 2,453 734 2,654 61.8 15.1
Region 7 444 69.1 763 59.2 1,987 63.9 2173 546 145
Region 8 463 746 836 89.3 2,015 70.2 2,263 60.5 14.1
Region9 482 799 817 718 2119 63.0 2,289 520 279
Region 10 467 81.7 917 81.4 2,249 65.6 2439 515 30.2
Region 11 515 728 959 699 2,389 60.2 2,763 52.2 206
Region 12 463 69.0 870 80.0 2212 636 2,468 471 219

* 1975 and 1980 figures were computed by deflating 1385 thresholds with 1975 and 1580 CPL
Source for 1985 and 1988 figures: Interagency Working Group on Poverty Determination, - NEDA, FNRI, NSO.
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DECENTRALIZATION AND PROSPECTS FOR REGIONAL GROWTH

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 old and
over who can read, write and understand a simple message. It is a general
measure of the educational well-being of the population. The only 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 inliteracy 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. ‘

Life expectancyis the average number of additional years a person will
live if current mortality trends are held coristant. In Table 27, the average
life expectancy for the country increased from 59.9 years in 1975 to 64 years
in 1988. While all regions in Luzon and the Visayas had an increase in their
average life expectancy, all the Mindanao regions experienced a ddcrease
despite the relatively better economic performance during the periofl. This
seems to indicate that thereis no correlation between the regions’ ecqnomic
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 showsdata on theIMR 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 services 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 1988.

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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Table 26
LITERACY RATE OF POPULATION 15 YEARS OLD AND OVER BY REGION

1970 and 1980
PHIL NCR | i n v v vi vib vl X X Xl Xii
1970 826 962 815 773 835 874 860 813 762 764 647 834 810 659
1980 833 973 845 794 887 858 851 818 763 792 657 846 811 64

Source: National Statistics Office, Census of Populaticn and Housing.
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2 Table 27 ‘
AVERAGE LIFE EXPECTANCY AT BIRTH, 1975 -1968

YEAR/REGION PHL NCR 0 0 WV VMovIovi X X XX
1975 599 598 593 503 588 592 598 588 596 595 617 601 599 631
1976 604 601 597 596 593 598 603 532 601 600 622 607 604 636
1977 608 600 600 597 603 603 607 596 607 604 627 612 608 640
1978 612 604 603 601 606 608 611 600 612 608 632 617 613 644
1979 616 607 606 605 608 612 615 604 617 611 67 621 617 648
1980 616 661 630 583 651 643 612 622 639 583 515 550 544 515
1981 619 663 633 580 653 645 615 625 642 586 518 553 547 518
1982 622 665 636 589 656 648 618 628 645 589 520 557 550 520
1983 625 €61 639 592 653 651 621 655 667 609 539 575 569 539
1984 628 670 642 502 662 654 624 657 670 612 542 578 572 542
1985 631 672 645 508 665 657 626 659 673 615 545 581 575 545
1986 634 674 648 601 668 659 629 661 676 618 548 584 578 548
1987 637 677 651 604 671 662 632 663 679 621 551 587 581 551
1988 640 679 654 607 674 665 635 644 663 607 538 560 568 538

HIMOHED TYNOIDHE ¥ SLOHASONd ANV NOLLVZTTVIINZDEA

Notes: 1. Dala from 1975-1979 were based on the 1975 Census of Population and the use of South Mode Life tabla.

- 2. 1980 data was based on the 1380 Census of Population and the other years were based on the peputation projections.




69

Table 28
INFANT MORTALITY RATE (Per 1,000 livebirths)

1975 -1988
YEAR/
REGION PHIL NCR | [ Il IV VooVl v X X Xt Xl
1975 748 834 981 623 692 634 732 €56 753 1160 1121 919 1124
1976 740 .
1977 720
1978 700
1979 680

1980 632 440 570 783 482 516 648 605 533 783 1128 945 976 1128
1981 618 429 557 789 470 503 635 593 520 769 1111 924 960 1111
1982 614 421 545 755 457 491 624 591 508 755 1095 906 945 1095
1983 592 410 532 741 447 482 610 567 495 741 1083 886 930 1083
1984 579 402 520 727 434 470 600 556 482 727 1066 0668 914 1066
1985 566 391 507 713 421 457 586 544 469 713 1050 848 899 1050
1986 553 380 494 699 409 444 573 534 457 699 1034 828 885 1034
1987 542 372 482 685 396 432 563 523 44 685 1019 811 870 1M9
1988 528 363 469 672 385 42 551 510 432 672 1006 793 855 1022

% DECREASE 044 031 038 039 013 030 034 010 013 020 007 009

Notes: 1. The figures for 1975 were taken from Flieger and Abenoje, Philippine National and Regional Mortality Estimates for the Year 1975", Office of Poputation
Siudies,San Carlos University. Data for 1976-1979 were based on mortality estimates.
2. The 1975 figure for the National Capital Region was combined with Region IV.
3. Figures for 1980-1988 were based on populatian projections.

Source: MNational Statistics Office, Population Studies Division.
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Table 29
TWO-PERIOD REGIONAL RANKINGS BASED ON ECONOMIC AND SOCIAL DEVELOPMENT INDICATORS

ECONOMIC DEVELOPMENT SOCIAL DEVELOPMENT

REGIONINDICATOR  POVERTY INCIDENCE PERCAPITAGRDP AVE.FAMILY INCOME INFANT MORTALITY RATE  LITERACY RATE

1975 1388 1975 1988 1975 1988 1975 1988 1970 1980

NCA 5 1. 11 1 1 1 1 1 1
[ 8 a5 1110 5 7 8 5 6 6

[ 9 45 9 N 9 8 10 85 9 9
i 25 2 6 7 3 2 2 2 2 2
v 1 8 2 2 7 3 5 3 3 3
v 1 13 2 12 2 12 3 7 4 4
Vi 10 12 4 8 6 10 6 6 7 7
Vil 4 10 5 4 8 1 4 4 1 10
Vil 7 1 3 1 13 7 85 10 1
IX 12 8 0 9 4 9 13 12 13 12
X 13 7 7 S 13 6 15 10 5 5
X 6 8 3 3 2 4 9 1 8 8
Xi 25 3 8 6 0 5 15 13 2 13

* The higher the rankings, the lower the incidence of poverty.
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An Overview of Regional Development

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 IX made a
remarkable improvement in their ranking in terms of per capita GRDP
while Regions VI, I 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, 11, IX,
and X declined in their ranks, implying that they were relatively less
successful in alleviating poverty in their regions. RegionsIV, V, V1, VIl 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 III and 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, II1, IV, 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 XII often 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
1975 and 1985, others performed better than the rest. Thoseareas with better
performance records were also those which outranked the rest in terms of
lower poverty incidence and higher average family income. This sighificant
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
presentlevels of economicdevelopment by using poverty incidenceand per
capita GRDP as basic indicators. Raw data on poverty incidence by region
and GRDP were transformed into standard scores(Appendix B). Then, scores
for each region were averaged and ranked by decreasing order. The results
in Table 31 show that NCR continued to lead the other regions, followed by
Regions III and IV. On the other end were the lagging regions, which
included Region V, and the two Visayas regions, VIIl and VL. Interestingly,
Region VII also occupied a relatively low rank due mainly to its high
poverty incidence.

ra
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Table 30

RANK CORRELATION MATRIX OF POVERTY, ECONOMIC AND SOCIAL
DEVELOPMENT INDICATORS AND TWO-PERIOD REGIONAL RANKING

INDICATOR rH-12) PCGRDP  AFI IMR LR Pl GMAN
Per Capita GRDP (PCGROP) 91209 1.00000

Average Family Income (AFI) 57692 91676 1.00000

Infant Mortality Rate (IMR) 88154 -33069  -35512  1.00000

Literacy Rate (LR} - 98901 53547 66750  -85191  1.00000

Poverty Incidence (PI) 46261 -72279  -85347 20356  -065%8  1.00000

GVA in Manufacturing (GMAN) 79121 96172 92612 -47173 63898 70933 100000
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An Overview of Regional Development

" Table 31
RANKING OF REGIONS BASED ON STANDARD SCORES
ON POVERTY INCIDENCE AND PER CAPITA GRDP

* PER CAPITA

REGION POVERTY INCIDENCE ~ GRDP AVE. SCORE RANK

NCR N5 80.0 75.7 1

| 52.7 4538 492 4

I 52.7 43.1 472 7

] 628 49.4 56.1 2

v 519 50.0 55.4 3

v 340 442 39.1 13

VI 380 438 434 1

vil 460 495 417 9

Vil 39.3 430 41.1 12

X 89 4“5 467 10

X 49.4 471 482 6

XI 487 492 489 5

Xl 505 452 478 8

* The higher the score, tha lower the incidence of poverty.



REGIONAL ECONOMIC
PERFORMANCE

his chapter is divided into three major sections. The first
section examines in detail the economic performance of the
country’s 13 regions through shift analysis. The second part
assesses the structural constraints of each region. The third sectiondiscusses
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.

SHIFT-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 analysis was used.

Shift analysis is a method of quantifying differences in regional
growthby comparing each region’s performance with thenational average.
Actual regional develppment is compared to an estimated regional growth
that would have happened if the region had grown as fast as the national
growthrate. 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 (NPS).

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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Chart 1

AVERAGE ANNUAL GROWTH RATES OF GRDP 1975 - 1980

i2 T

IN PERCENT

Source: National Statistical Coordination Board, as of January 1889.

REGIONS
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Chart 2

AVERAGE ANNUAL GROWTH RATES OF GRDP 1981 - 19385

IN PERCENT

d Sourca: National Statistical Coordination Board, as of Januery 1889.

national average
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AVERAGE ANNUAL GROWTH RATES OF GRDP 1986 - 1988

Chart 3

IN PERCENT

Source: Nationa! Statisical Coordination Board, as of January 1989,

T

national average
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REGIONS
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Chart4

AVERAGE ANNUAL GROWTH RATES OF GRDP 1975- 1983

IN PERCENT

REGIONS

& Source: National Statistical Coordination Board, s of January 1988,
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DECENTRAS IZATION AND PROSPECTS FOR REGIONAL GROWTH

the region possesses localization advantages (disadvantages) that are
favoring (hindering) the development of specific sectors.

NPS is the difference between the TNS and theNDS and refers to the
structural composition of the regional economy. For example, if the
aggregate regional growth rate is higher than the national growth rate
(positive TNS value) butthegrowth ratesof some regional sectorsarelower
than the national sectoral growth rates (negative NDS value), then the fast
growing sectors of the region have a stronger impact on the regional
economy (positive NPS value) than on the national economy. High (low)
NPS values indicate structural advantages (disadvantages) for a region..

~ In developing countries, however, the analysis of the TNS results
should include the possibility that the national averageis strongly influenced
by one region (the NCRiin the case of the Philippines). That s, a region can
dominate the country’s economic development.

The analysis in this section covers the years 1975-1988, which is
divided into three sub-periods: 1975-1980, a period characterized by a
generally favorable external environment that enabled the country to
achieve relatively high growth rates; the 1981-1985, the period of severe
recession; and 1986-1988, the period of economic recovery. ‘

Charts 5, 6, 7, and 8 show theresults of the analysis for each of the four
periods in percent and in absolute terms. Tables 32 and 33 provide an
overview of the regional sectoral structure and the sectoral development
within the regions, respectively. More detailed figures for actual shares and
average growth rates are found in Appendices C to E.

1975-1980 Period

- Philippine economic growth rates of six percent during the 1975-1980
was spurred primarily by industrial growth averaging 7.2 percent per year.
The sectoral growths of both agriculture (5.1%) and services (5.6%) were

- relatively slower. In general, the Philippine economy experienced balanced
sectoral development with only slight shifts in the sectoral composition of
GDP. In 1980, agriculture accounted for 25.6 percent, industry for 36.2
percent, and service for 38.3 percent of GDP. Among the more important
subsectors, agricultural crops, accounting for 16.5 percent of GDP in 1975,
grew faster (5.6%) than the primary sector in general; manufacturing
developed below the sectoral average of industry while construction,
mining and quarrying were the fastest growing subsectors; growthin the
service sector was induced mainly by the increase in trade.

Theanalysis shows high positive TNS and NDS values for Regions|],
VII, IX, X, and XII. These regions achieved growth rates of more than 7.3
percent per year during the period. The NCR grew slightly higher than the
national average although its sectoral growth rates in industry and services
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-were below the national average. Nevertheless, its manufacturing sector,
which constituted over40 percent of its GRDP, grew faster than the national
average.

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

Region VII, on the other hand, possessed localization advantages in
both theindustrial 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 for over 22 percent
of its GRDP. In comparison with other areas, only Region VII enjoyed a
competitive advantage in manufacturing. Its structural disadvantage
resulted from therelatively low share of its fastest growing sector (indus-
try) in GRDP.

Only in Central Visayas was industrial growthsignificantly 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
of growth in agriculture (10.4% per year), especially fisheries (34.0% per
year). The region experienced a structural shift toward agriculture (48.9%
of GRDPin 1975 to 59.1% of GRDP in 1980) and had localizationadvantages
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 inindustry. Its average industrial growthof 12.1 percent
per year slightly increased the industrial share of GRDP. Agricultural
growth was heavily dominated by crop production, whichincreased at12.6
percent per year and accounted for 33.2 percent of GRDP in 1980. Industrial
growth was led by mining, quarrying and construction. There were,
therefore, localizationadvantagesin crop production, mining and quarrying.
Northern Mindanao'sstructural disadvantages, on the otherhand, stemmed
from the industry’s low share in the GRDP.

Central Mindanao experienced high growth rates of nine to 10 percent
in agriculture and industry. Agricultural production (55.1% of GRDP in
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Chart 5
SHIFT-ANALYSIS 1975 - 1980
GROSS REGIONAL DOMESTIC PRODUCT
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Sourca: Nasonal Statistical Coordination Board, 1986, GRDP Linked Series.
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Chart 6
SHIFT-ANALYSIS 1981 - 1935
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Chart 7
SHIFT-ANALYSIS 1986 - 1983
GROSS REGIONAL DOMESTIC PRODUCT
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Chart 8

SHIFT-ANALYSIS 1975 - 1388
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STRUCTURE OF GROSS REGIONAL DOMESTIC PRODUCT, BY SECTOR
{in percent}
A.1975
SECTOR - REGION 7
NR I 0 W WV VOV VX X XX TOTAL
Agriculture,
Fishery, Fore 00 370 502 289 302 593 445 242 530 489 412 460 551 268
Industry 509 249 160 344 396 94 257 267 166 110 2.1 165 192 34
SeviceSechr 494 381 338 %7 303 313 298 460 304 402 378 375 257 30
TOTAL 1000 1000 1000 1000 1001 1000 1000 999 1000 100.1 1001 1000 1000 1000
B. 1960
Agricuiture,
Fishery, Foresty 00 372 441 268 277 529 392 234 538 591 398 436 573 256
Industry 522 246 258 370 416 145 276 342 142 87 248 194 208 362
SeviceSecr 478 382 04 362 07 326 300 424 39 N2 B3 IO A9 383
TOTAL 1000 1000 1000 1000 1000 1000 99 YOO WY 10U 9IS 1000 1000 10071 |

Source: National Statistical Coordination Board, es of January 1889.
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Table 32 (confinued)

C. 1985
SECTOR REGION
NCR I I I v v Vi vil Vil X X X Xl TOTAL
Agricuiture,
Fishery, Forestry 00 469 570 291 303 586 422 232 6592 647 443 497 576 292
Industry 514 192 106 349 370 B8 212 305 96 68 280 154 200 323
Service Sector 486 339 323 3O 327 N6 366 463 312 284 327 349 23 3B6
TOTAL 1000 1000 999 1000 1000 1000 1000 1000 1000 1000 1000 1000 999 1001
D.1988
Agriculiure,
Fishery, Forestry 00 428 551 285 207 552 423 218 585 625 405 465 536 273
Industry 474 238 113 48 92 99 172 3B 102 92 274 186 264 327
Service Sector 526 333 336 37 31 3BO 45 464 NI 283 32 M9 200 400
TOTAL 1000 1000 1000 1000 1000 1004 1000 1000 1000 1000 100.1 1000 1000 1000

Source: National Statistical Coardination Board, as of January 1388.
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Table 33
AVERAGE ANNUAL GROWTH RATES OF GROSS REGIONAL DOMESTIC PRODUCT (GRDP)
A. 19751980
SECTOR _ REGION
NCR I H i v v vi vit Vil X X X XN TOTAL
~ Agriculiure,
Fishery, Forestry 00 46 47 44 40 31 09 70 38 148 81 38 91 5.1
Industy 66 43 168 73 67 140 48 104 05 885 121 81 98 72
Service Sector 55 45 50 56 60 62 55 60 45 59 74 46 51 56
TOTAL 61 45 73 59 57 54 34 77 35 110 87 49 83 6.0
B. 1981-1985
Agriculiure,
Fishery, Forestry 00 61 45 Q1 09 27 149 14 25 08 20 47 08 16
Industry 39 43 58 45 29 142 120 65 -100 89 13 31 04 47
Service Sector 29 95 13 09 12 03 148 06 12 48 07 01 07 14
- TOTAL T34 15 28 2005 03 33 27 vz o7 0% T 0z a7

Source: National Statistical Coordination Board, as of January 1988,
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Table 33 {continued)

C. 1966-1988
SECTOR REGION
NCR | boom vV Vv vIE X X XI Xn TOTAL
Agriculture,
Fishery, Fore 00 03 14 32 23 01 25 29 02 06 04 04 00 12
Industry 70 58 108 79 70 149 12 103 86 76 161 134 131 80
Service Sector 92 48 33 59 39 56 74 64 30 27 49 35 28 66
TOTAL 81 28 30 58 46 32 42 68 18 18 54 37 37 55
D. 19751968
Agricufture,
Fishery, Forestry 00 48 30 28 33 18 02 28 26 7t 50 35 40 32
Industry 23 33 04 30 33 27 25 41 19 38 71 44 &7 27
Service Sector 34 26 22 29 36 32 30 36 21 25 39 29 23 32
TOTAL 29 37 23 29 34 23 06 36 18 52 51 34 42 3

Source: National Statistical Coortination Board, as of January 1889.
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1975) heavily depended on agricultural crops (46% of GRDP in 1975), which
grew at eight percent per year. Industries in general (19.2% of GRDP in
1975) increased atarate more than the national average, although primarily
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 (espdcially
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 agricul-
tural crop production was sluggish. Both the industrial and service sectors
keptup with the national trend because of high growthrates in all subsectors
except manufacturing. The results indicate localization disadvantages for
production in agriculture, despite the region’s localization advantage in
livestock and poultry production.

Regional growth in the Southern Luzon was below the national trend
(only 5.7%) because both agriculture and industry grew at a meaggr four
percentand 6.7 percentof their annual GRDP, respectively. Services.which
accounted for only 30 percent, grew faster than the national average, lhus,
TNS and NDS values were negative because of low growth rates in agri-
culture and industry, while NPS was slightly positive because of the bigger
share of industry in the region’s economic structure.

Regions I and V, and especially VI and VIII are predomihantly
agricultural regions. The shares of their agricultural sectors to reggional
output were 37 percent, 59.3 percent, 44.5 percent and 53 percent, respec-
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 1981 to 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,
servicesby 1.4 percent per year, and agricultural growth, although pesitive,
slowed down to 1.6 percent per year. The declinein industrial performance
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was a consequence of a slump in all subsectors except electricity, gas, and
water. Agricultural crop production grew at 1.6 percent annually but
forestry 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, the decline in theaverage growth
rates of the NCR and Central Visayas—regions with a strong industrial
base—were more thanthe decreasein thenational 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 during this period. All
regions experienced a structural shift toward agriculture. In Western
Mindanao particularly, the share of agriculture to GRDP increased to 64.7
percent in 1985.

llocos 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 the national average. Manufacturingsstillgrew at 3.3 percent per
year but accounted for only 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 ata 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.
Theregion, in fact, remained the second biggest contributor to the GDP and
to the GVA of all sectors (about 14%). High NDS values indicated regional
localization advantages forindustries, especially for manufacturing 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 sector). 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 the growth 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

91



DECENTRALIZATION AND PROSPECTS FOR 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 structural advantages 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 percent in
1980 to 15.4 percent in 1985. Even industries grew at 1.3 percent per year.

Southern Mindanao performed best during the recession, whereiniits
TNS and NDS values in relative terms were the highest. Regional growth
was about 1.7 percent per year. Its primary sector, the main contributor of
its growth, increased by 4.7 percent per year. NDS values indicate locali-
zation advantages for agriculture in Region XL

In Central Mindanao, agriculture accounted for around 57 percent ot
the GRDPin 1980 and 1985 and was heavily concentrated on crop produttion
(44.5%). Industries declined by 0.4 percent per year but manufacturing still
grew by 3.1 percent per year and constituted 14.6 percent of GRDP in 1985.
The analysis indicates the region’s structural and localization advantages
in agriculture and manufacturing.

The recession adversely affected the NCR. Hardest hit was the sefrvice
sector (especially the finance and housing subsectors) which accountad for
almost half of the region’s share to GRDP. Manufacturing, which consti-
tuted 42 percent of GRDP, also suffered. The decrease in the seétor’s
annual average (-3.5%) was larger than the national average. Nevarthe-
less, it still managed to account for 41.8 percent of the GRDP, almast 50
percent of the country’sGV A inmanufacturing. TheNCR, thus, maintained
its dominance in the industrial sector.

Cagayan Valley’s industrial decline (-25.9%) was due to the sharp
reduction in construction. This subsector has grown rapidly at 20 percent
ayear during the 1975-1980 period but declined by -36.6% a year thereafter.
Such slump in the industrial sector’s performance could not be offset by the
region’s above average showing in manufacturing from 1981 to 1985 as
brought about by the latter’s structural advantages.

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

On the other hand, the recession’s effect on Western Visayas was
substantial. A reduction in both crop production (-6.0%) and fotestry

(-186.2%) caused its agricultural performance to decline. The region’s
economic development was hindered more by localization disadvantages
than structural restraints.

Central Visayas’ development also lagged behind the national aver-
age because of the decline in allits industries. Anexception, however, isits
electricity, gas and water subsector.
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Theindustrial share of Central Visayas” 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 0.5 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 IIl and VII, which were less
dependent on agricultural production, showed a positive TNS. All other
regions whose primary sector contributed more than 30 percent of GRDP
lagged behind the national growth trend. Regions, 11, V, VIIL,and IX, being
predominantly agricultural, were the most affected.

InTlocos, economic growth was lower than the national average. All
sectoral growth rates also fared worse than the national average, which
explains its negative NDS. The fall in agricultural crop production (-3.3%)
affected the agricultural sector. During this period, Region I did not have
any localization or structural advantages.

Cagayan Valley, on the other hand, posted negative TNS and NDS
values because its service sector grew at a rate lesser than the national
average, notwithstanding its average performance in agriculture and its
above average performance in industry. The shift analysis indicates that
structural constraints (only 11% of GRDP wasof industrial origin) hindered
the region’s development despite its localization advantages (i.e., indus-
trial and agricultural growth rates were above the national average).

The results of the shift analyses for Region IIand Bicol are alike since
both areas had similar economic structure. However, Bicol experienced a
bigger decline inagricultural production (-0.1%), especially inagricultural
crops (-3.9%) such that the setback could not be compensated by the high

93



DECENTRALIZATION AND PROSPECTS FOR REGIONAL GROWTH

+
I

growth rate of its industrial sector (14.9%).

Southern Tagalog's below average performance can be traced tp the
relatively poor showing of its dominant area, the industrial sector. Indus-
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 12%).
Although agriculture’s performance rate of 2.5 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 growth fell
below the national average. Although industrial growth rates were higher
than the national average, its industrial sector accounted for only arbund
10 percent of the region’s GRDP. Furthermore, its service sector grew 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 all its
sectors was below the national average.

Economic development in Northern Mindanao was slightly lower
(5.4% per year) than the national average. As in Regions II, V, and VA, its
development was affected by the sluggish growth of the primary sector,
especially in crop production. Industries’ contribution to GRDP of 23
percent grew relatively faster at 16.1 percent per year due to the manu-
facturing sector’s annual growth of 17.5 percent. The analysis indicates that
although there was localization advantages for its industries, Northern
Mindanao remained structurally constrained by the sector’s below avérage
share to the region’s economy.

Stagnation in the primary sector, marked especially by the decline in
crop production, also hounded Southern Mindanao and Central
Mindanao’s economy. Industrial development and growth in manufac-
turing (around 14.0%) in both regions were above the average (7.4%) but
only increased slightly (15% and 20%, respectively, of GRDP) by 1985.

The NCR—theregion whose contributions still constituted 30 percent
of total GDP, 47 percent of industrial GDP and 37 percent of services-GDP
in 1985 remained unaffected by the decline in agriculture and experienced

the highest growth rate (8.1%) among all the regionsin the country. Irs high
TNS values indicate that the region was dictating the pace of national
development during this time.

Although growth rates in the NCR'sindustrial sector (7.0%) and in the
manufacturing subsector (5.1%) werelower than the national averagd they
were offset by the above average performanoe of the service sictor.
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 biggest contributor to GDP, grew at a rate
slightly faster than the national average. Similarly, its annual agricultural
production of 3.2 percent was higher. Its crop production increased slight-
ly faster despite the negative growth of this sector on the national scale.
Industrial activities which had a significantimpacton 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 (29%), and growth in
services kept up with the national trend. Localization advantages for
industriesand services, therefore, accounted for Region VII'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 268 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 wasa 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 VI's share to total GVA in agriculture and the increased shares of
Regions I, X and X.

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

Finally, 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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Chart 8

GROSS DOMESTIC PRODUCT BY REGION 1975 - 1988
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Chart 10
GROSS VALUE ADDED iN AGRICULTURE BY REGION 1975 - 1988
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Chart 12

GROSS VALUE ADDED IN SERVICES BY REGION 1975 - 1588
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The regions’ contribution to the national GDP shifted durihg the
periods. However, the NCR remained dominant. It constituted 44.6 percent
of the industrial GVA and 31.6 percent of the total GDP in 1988.

The Mindanao regions increased their contribution to all sectoral
GVAs and to GDP. While Mindanao’s contribution to agriculturdl GVA
was only 20.7 percent in 1975, it increased to 35.8 percent by 1988. In 1985,
its regions’ share constituted 20 percent of the total GDP. ‘

The Visayan regions, on the other hand, had reduced contributions to
GDP and to sectoral production. Their GDP share of 18.8 percent ih 1975
declined to 16.4 percent in 1988.

In Luzon, Regions I, I, and V did not change their collectivelcontri-
butions (10%), while Regions III and IV increased their shares tb GDP
(22.8%) and to.industrial GVA (26.3%) in 1988.

During the entire period, llocos, Central Luzon, Central Visayas and
all the Mindanao regions gave better performances. In fact, these fegions
grew at least 3.4 percent per year faster than the national average. Ilpcos, in
particular, experienced above par growth in the primary and secondary
sectors and in manufacturing and, because of localization advant4ges, in
agricultural crop production.

In Southern Tagalog, all sectoral growth rates were slightly higher
than the national average. Although the region’s growth was in pate with
the national growth during 1975-1980 and 1986-1988, Southern Tagalog
succeeded toachieve positive valuesin thelonger term. The analysigshows
localization advantages for manufacturing.

Central Visayas’ performance in the industrial and service sectors
was significant enough to spur regional development. The region’4 locali-
zation advantages were in manufacturing and trade.

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

During the whole period, Regions IX and X recorded the best
performance. _ ‘

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

Northern Mindanao became more industrialized than tha other
Mindanao regions while experiencing higher industrial growth rafes dur-
ing the period. Manufacturing had grown rapidly since 1980 and its
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contribution to GRDP in 1988 was only slightly lower than the national
level. The region’s gains stemmed fromiits 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 economic
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 Reglon IX) were in manufacturing
and crop production.

The Central Mindanao region, like Region X, became more industri-

alized during the period. Industriesingeneral and inallits 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
(53.6% 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 one notes the sluggish development of the
NCR and RegionsII, III, IV, VI, and VIIL

The NCR’s below average performance throughout the period canbe
traced to the relatively poor performance of its industrial sector, especnally
in manufacturing, which alone constituted almost40 percent of theregion’s
GRDP.

Cagayan Valley similarly lagged behind on the average because of the
relatively slow growthin agricultureand the general declineinitsindustries
(-04%). 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.

For Bicol, 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.
Although the values do not indicate localization advantages, the region
probably has localization advantages for manufacturing.

Western Visayas exhibited the worst performance throughout the
period. Its development 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 percent,
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 fram29.8
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 manufac-
turing subsector. Its service sector also increased at a rate lower than the
national average.

Summary

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

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

For Regions II, III, V, VI, and VIII, the inferior showing d¢f their
primary sectors contributed to their below average performande. The
regions in Luzon and the Visayas predominantly raised commercidl crops
such as sugar, abaca, coconut, tobacco, etc., items characterized by low
productivity and low international demand during the period.

The contrast in the state of these regions with that of Mindanao can
nowhere be more striking. The Mindanao regions diversified into higher-
valued products with high export demand such as coffee, fishery products,
fruits, palm oil, cacao, etc. Since there existed a strong linkage between
agricultural and manufacturing activities which were mostly resource-
based in the regions, the favorable developments in the agriculture sector
was accompanied by a growth in the manufacturing sector.

There are still other explanations for the variations in the regions’
economic performance. Two other possiblereasonsarestructural 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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Recional E. i Perf
Based on the last two factors, the region’s land capability and land use
opportunity can be determined.”?

Table 34 presents a brief summary of the structural constraints/
variables of the regions. In terms of climate, Type Iis prevalentin Regions
I, I, and VI while Type II characterizes Regions VIII, IX, X, XI, and XIL
Regions Il and VII experience a combination of Types Il and IV. RegionIV
is of Types 1, 111, and IV while Region V is a combination of TypesIland IV.

Asregards the level of storage of groundwater, Regions VI, III, IX and
XII possess the highest while Regions VIl and I have the least.

The regions’ predominant topography ranges from 0-8 percent to 30-
50 percent slope. Region III is generally flat land with 0-8 percent slope
while Regions 1 and II, on the other hand, are predominantly 30-50 percent
inslope. Soil typesin 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 asof
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. Such was the case for
all regions except Regions II, IV, VIII and X. As can be gleaned from the
same table, regions which 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, XI1, VI, X, IV, and IIl dominated all other regions in terms of the
volume of crop production. Food crops produced in Regions XI, XII, and X
far exceeded the supply of other regions, while commercial crop produced
was highest in Regions VI, XI, and IV.

In Table 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 be attributed to
peculiarities in the regions’ structural endowments,

Region 1

Inspiteof anexcess inland utilization, Region I does not seem to enjoy
any advantage in crop production. Thisshortcoming 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

W Appendix F provides a definition of the various technical terms used in this section.
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Table 34
SUMMARY OF STRUCTURAL CHARACTERISTICS, BY REGION

TOPOGRAPHY  SOIL TYPES'
ESTIMATED

REGION TYPES OF STORAGE OF (% Slope Percont  Perbent
CUMATE*  GROUNDWATER™  Predominance) of (a) of o)
I 4,620 0-8/30-50 21 ;7
oo, v 11,850 0-8/30-50 8 83
m 54,700 08 56 8
VoL 37,700 0-8/30-50 23 86
VoL 8,625 8-18/30-50 3 81
Vi 55,242 08 18 66
Vi LIV | 2,053 0-8/18-30 47 83
vl 8,400 18-30/30-50 16 89
X 14,700 0-8/8-18 14 46
X Im 15,950 18-30 17 82
X - 12,635 18-30/30-50 18 5
X 36,000 0-8/18-30 25 $5

T

Note: * &) Well drained, high fertifty
b) Well drained, deep low fertity sols
" 1 Million Cubic Meters

Sources of basic data: PAGASA, Bureau of Sols and Waler Management,
and National Waler Resource Council.

type, which is deep, of low fertility and acidic; and the presence of a
relatively hilly and mountainous slope. Nevertheless, the region’s ativan-
tage lie in the production livestock and poultry and various economidtrees,

Region II

Although the region has a relatively low level of agricultural land
utilization, Region II was able to keep pace with other regions in the
production of food crops. Itisblessed with a wet climate conducive fot food
crops production, and a river basin with a high storage capacify for
groundwater.

_ The region ranked sixth in total production of agricultural crgps. It,
however, lagged slightly behind the national average due to low produc-
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Table 35
LAND CAPABILITY AND EXISTING LAND USE, BY REGION, 1967

{in hectares)
. AGRICULTURAL FOREST WET

CAPABILITY  EXISTING % UTIL. CAPABILITY  EXISTING . % UTIL. CAPABILITY EXISTING % UTIL.

! 398,378 534,500 134.17 1,625,659 1,567,000 96.39 7,729 43,700 565.40

il §16,678 678300 . 7400 2,692,764 2,845,300 105.66 20,264 - 30,800 15193
- 734,136 777300 105388 1,045,288 954,700 91.33 43658 - 66,300 151.86
vV 1504714 1,477,500 98.19 1,709007 2967500 17364 93337 159,900 171.31
v 392,670 1085000 27631 1,333,900 656,200 49.19 32970 18,200 5520
vi 460,594 807300 17527 1515182 1,137,700 75.09 43962 = 58400 13278
Vil 244,690 506,600 207.04 1,218,050 970,100 7364 21,040 9,700 46.10
vill 1,030,150 578,400 56.15 764990 1557200 20356 28250 4,500 15.93
X 641,646 741900 11582 1,118,333 839,500 7508 79583 25,200 367

X 744 892 702,900 9436 1,979,361 2083900 = 10528 51,201 35500 6921
Xi 676,697 921900 13624 2287979 2,228,600 9740 04599 8,300 406
Xl 554,746 935100 16856 1657527 1,251,700 7552 116,300 135,200 11625
TOTAL 8,299,991 9746700 11743 - 18948040 19059500 10059 743003 595,700 80.17

Source of basic data: Department of Agriculture.

SoL
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tion of commercial crops. Maximization of its land potential for agncul&u'e
can increase production since around 239,000 hectares of potential agricul-
tural land in the region can still be cultivated.

Region IIT
their agricultural land capability, Region Il registered the lowest. Its thtal

agricultural crop production was unimpressive despite its fertile
topography, and large river basin, partly due to floods and typhoons.

Among the regions which have exceeded 100 percent utllizatioiof

Region IV

Region IV gave a very low performance in total crop productjon,
particularly in food crops. There are, however, 28,000 hectares of un
agricultural land. By developing these, the region can improve its ¢rop
production although, like Region III, it faces the frequent onslaugh} of
destructive typhoons. ‘

Table 35 (continued)

MISCELLANEOUS TOTAL

REGION
CAPABILITY EXISTING % UTIL. CAPABILITY  EXISTING % UTIL.

————

I 125079 11,500 9.19 2,156,845 2,156,700 9999
] 10,594 7200 6796 3640300 3561600 9784
ll 0 24700 ERR 1823082 1,823,000 100.00
v 1448958 59,500 4.1 4,756,016 4,664,400 9807

v 3,659 4,000 109.32 1,763,199 1,763,400 100.01
Vi 2,553 6,400 250.69 2022311 2009800 99.38
Vil 11,362 8,700 7657 1,495,142 1,495,100 100.00

Vill 319,779 2,000 063 2143169 2,142,100 99.95
IX 28,592 3800 1329 1,868,154 1610500 86.21
X 57,230 6,000 1048 2,832,774 2828300 9984
X 0 9900 ERR 3,169,275 3,168,700 9998
Xl 750 4500 600.00 2329323 2326500 9988

TOTAL 2008556 148,200 738 29999500 29,550,100 9850

Source of basic data: Department of Agriculture. |
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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 groundwater, a
vastflatland and well-drained soil, Region VIaccounts forahigh percentage
of the country’s total crop production. It ranks first in commercial crop
production and still possesses some potential to compete with otherregions
in terms of food crop production because of its natural endowments.

Table 36
VOLUME OF PRODUCTION, BY KIND OF CROP, 1987
(In metric tons)

REGION FOOD COMMERCIAL ALL
I 1,690,035 161,048 1,851,083
I 1,811,711 41572 1,853,283
i 1,887,853 207,365 2,085218
v 1,805,031 893,886 2,698917
v 1,470,851 302,195 1,773,046
Vi 1,771,050 1,087,319 2,858,369
Vil 967,856 336,476 1,304,332
Vil 1,171.411 320,595 1,492,006
X 1,187,464 405,118 1,502,582
X 2442812 304,442 2,747.254
Xi 4,498 550 1,081,221 557,771
Xl 3,053,783 313,781 3,367,564
TOTAL 23,758,407 5,455,018 20,213,425

Source of data: Buréau of Agricultural Statistics.
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Table 37
INDEX OF AGRICULTURAL CROP PRODUCTION, 1987

EXISTING
AGRL. LAND CROP (in metric ton) INDE *

- REGION  UTILIZATION |
{In hectares) Food - Commercial Al F Ci J Al

1
| 534500 1690035 161048 1851083 316 030 346
[ 678,300 1,811,711 41572 1853283 267 006 273
W 777300 1,887,853 207365 2095218 243 027 2700
v 1477500 1805031 893886 2608917 122 060 183
' 1085000 1470851 302,195 1,773046 136 028 1.63

Vi 807300 1,774,050 1087319 ' 2858369 219 135 354
Vil 506,600 967,856 336476 1304332 191 068 257
Vil 578400 1171411 320595 1492006 203 055 258

IX 741,900 1,187,464 405118 1592582 160 055 215

X 702900 2442812 304442 - 2747254 348 043 391

Xl 921,900 4498550 1,081,221 5579771 488 1.17 6.05

Xi 935100  3,053,78% ", 313,781 ‘3367564 327 034 360
. - &

- R |
TOTAL 9746700 23758407 ‘5455018 20213425 244 056 3.00

Source of basic data: Depertment of Agriculture.
Region VII

. Inspite of its high land utilization rate, Region VII only ranked ninth
in total crop production as a result of its low food crop output. One of its
major constraints is the inadequate surface water and storage capacity for
groundwater due to the low rainfall intensity and the absence of a river
basin.

Region VI

Region VIII provndes great promise given its good soil and topog-
raphy. However, asin RegionsIIL IV, and V, its crops are often ravaged by
strong typhoons.

Region IX

Region IX's total crop production level can be characterized by itslow
food crop production. Like Region VI, the area possesses great potestial
to increase its food crop produce because of its flat topography and feftile
soil.
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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 I and II) favorable to the growth of food cropsdes  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 are conducive for food crop production; and its topography, ..__ich
also favors commercial crop production.

Region XI1

Although Region XII ranked third in total agricultural production, its
volume of commercial crops was below the national average. Ho... er,
sinceit has similar structural endowments as Region X1, 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 whir the
difference in the methods each region used to physically modify its land
and manage the inputs—especially in irrigation development and other
capital investments—for higher land productivity. -

Another reason can be the difference inland utilization rates. One can
observe that regions with a high volume in crop production are those 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 PERFORMANCE
Regional allocation of infrastructure projects and the provision of

public services are often considered important determinants of the regions’
economic and social development. Table 38 starts off the analysis in this
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section. It lists the indicators of infrastructure development in all regions.

The table shows that the NCR had the highest road density (4.71),
followed by Regions Il and VII. Regions VIand I had road densities above
the national average, while that of Regions IX and X were within the
average. The figures for Regions I, IV, V, VIII, XI, and XII were lower than
the national average. Regions Il and VII had the lowest.

In 1985, the NCR also had the largest proportion of households with
electricity, followed by Regions I, I, and IV. The rest had percentages
below the national average. Regions Il and VIII had the lowest proportion
of households with electricity.

Region VIII, nevertheless, ranked first in terms of irrigation develop-
ment with 73.9 percent of its potentially irrigable land already irrigated.
Next in rank were Regions I, I and IV. Regions X, XI, and XII occupied the
lowest rungs. -

Table 39 shows the indicators of public expendxtures which may have
an impact on the regions’ social development. Results show that the NCR
composes the biggest proportion of households using water from faucets.
In rank, the NCR was followed by Regions X, IV, and VIII. The lowest
proportion was recorded in Region II, with only 6.7 percent of its house-

holds having tap water.

The hospital bed-to-population ratio was this time lowestin the NCR,
followed by Regions XI, X, and VII, Only Regions VI, VII, and IX had the
highest bed-to-population ratio. The NCR also had the lowest medical
manpower-to-population ratio while Regions XI, VII, and X achieved the
highest proportion.

Regions, II, and VIII, on the other hand, had the highest ratio of rural
health units and barangay health stations to population. This reflected the
government’s priority to provide direct social services to the less eco-
nomically developed regions.

To test whether there is any significant relanonshlp between the
regions’ economic development and their level of infrastructure develop-
ment, a simple correlation analysis between the region’s economic devel-
opment indicators and some infrastructure indicators was performed. The
results shown in Table 40 strongly suggest that government spending for
infrastructure had a positive net effect on regional incomes. Gross Regional
Domestic Productand Average Family Income were highly correlated with
road density, percentage of households energized and percentage of house-
holds with Level IlI water supply.

“ The correlation procedure between the regions’ health indicators and
the indicators on government health expenditures was also done to test for
any significant relationship between the regions’ social development and
government spending on health services in the region. Table 41 reveals a
significant positive relationship between the percentage of severely mal-
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Table 38
ECONOMIC INFRASTRUCTURE

% OF HOUSEHOLDS % OF 'RRIGATION?

REGIONANDICATOR  ROAD DENSITY? ENERGIZED DEVELOPMENT
PHILIPPINES 0.52 570 49.15
NCR 47 9738 -
| 0.56 64.7 _ 61.18
I 0.30 50.2 50.63
[] o 79 6167
v 0.39 620 57.79
v 0.49 48 4825
Vi 0.68 346 5547
Vil ‘ on 390 40.24
Vil 0.39 264 7394
IX 2.52 M4 4860
X 0.52 554 3051
Xl 0.50 439 3681
Xi 0.49 403 28.19
' Qver the region's total land ares,

2 Over potentially imgable land and NIA,

nourished children and hospital bed-to-population ratio. Similarly, a sig-
nificant relationship existed between infant mortality rate and life expect-
angy, 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 the private
sector to government spending on infrastructure in the regions, we re-
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Tabie 39
SOCIAL INFRASTRUCTURE
% OF HOUSEHOLDS' HOSPITAL BED MEDICAL MANPOWER® REGIONAL HEALTH BARANGAY HEALTH
'REGION' ~ W/LEVEL I POPULATION POPULATION UNITS-POPULATION  STATIONS TO
INDICATOR  WATER SUPPLY RATIO RATIO RATIO POPULATION RATIO
PHILIPPINES 363 1529 1:1203 128129 16370
NCR 786 1246 1:1479 129160 15729
| %9 1815 1731 1:19407 1:4725
i 6.7 1806 12863 1:22275 ~ 1:4969
n 298 1877 1:1264 131228 15540
Y 95 1812 1952 1228690 18063
v 354 1805 1:1104 1:34890 15979
vt 21.7 1:1104 1:1354 1:41001 16312
Vil 304 1:705 12186 131008 15768
Vil 37.2 1:1044 1:1827 . 120857 1586
X 222 1950 1:1204 133660 1:19523
X 97 1533 11877 126319 15636
XI 254 1637 1:2351 1:47973 T 18205
X 176 1:774 1:1239 129610 16729

HIMOMD TYNOIEM ¥0d SLOAISON] ANV NOLLVZI TVEINADA

' Level mmmmumeWbMMhm.
* Medical manpower includes el medical persornel including doctors, nurese, paramedics, aic.

Source: NEDA, Phikoning Stafictical Yearhook
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Table 40
CORRELATION MATRIX OF ECONOMIC DEVELOPMENT INDICATORS
AND INFRASTRUCTURE

INDICATOR PCGRDP AR RD  %HHEN %HHWS

Per Capita GRDP (PCGRDP) 1.00000

Average Family Income (AFI)  .87454 1.00000

Road Density (RD) 90639 86298  1.00000
% of Househokds Energized

(% HH EN) 73617 93229 71213 1.00000
% of Households with Level lll

Water Supply (% HH WS) 77883 65486 79089 61548 1.00000

gressed government construction with total private investment per region
using annual data covering the 1975-1987 period. The government con-
struction variableislagged up to three years. 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 11, 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 by the government failed to adequately encourage
private investment. Such government spending also had no significant
impact on private investment in Region III.

Region IV, 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 growthin thisregion canbe explained by the
spillover of manufacturing activity from the metropolis rather than by any
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Table 41
CORRELATION MATRIX OF SOCIAL DEVELOPMENT INDICATORS AND INFRASTRUCTURE

INDICATOR % CH ALE IMR %HHWS  HBPD RHUS MMCHP  BHUS
% of Children Severely Underweight (% CH)}  1.00000
Average Life Expeciancy (ALE) -33392  1.00000
Infant Mortality Rate (IMR) 20953  -98474  1.00000
% of Households with
Level Il Water Supply (% HH WS) -23895 39832  -41548  1.00000
Hospital Bed - Population Ratio (HBPD) S1017 -12150 17202 -68015 1.00000
Ratio of Regional Heaith Units
fo Population (RHUS) -21722  -10547 17647  -08608  -02701  1.00000
Medical Manpower Complement for Health
Popuiation Ratio {(MMCHP} -32195  -0766% 17906 22046 -24246 44157  1.00000
Ratio of Barangay Health Stations _

HIMOYD TVNOLIEN ¥Od SLOAJSONd ANV NOLLVZITVIINAAA
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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 invést-
ment.

In the case of Region V], private investment and government invest- -
ment 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-
ermnment, mainly contributed to the lukewarm investment climate in this

ion. :
® 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
other hand, despite Region XII's credible performance, itsinvestors’ response
to government spending was insignificant, indicating that there were other
factors, aside fromeffective infrastructure support, irifluencing 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-
ermment 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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Table 42
REGRESSION RESULTS:
PRIVATE INVESTMENT ON GOVERNMENT INVESTMENT

REGION  NOLAG ONE LAG TWOLAGS  THREE LAGS
| 0.288 0425 2271 1844
(0099)  (-1.708) (2.192) (2.137)
(0.090) (0.418) (0.913) (0.284)
(0.010) (4949) . (53.25) (4.569)
I 0.087 7| 048 0.004
(1.238) (4.763)" (3.786)" (0.107)
(0.042) (0.683) . (057) (0.287)
(1.532) (22.686)  (1433) (2813)
m 1159 0.415 9% 0245
(1.7428) (0.493) (2.260) (0.476)
(0.142) (0.074) (0.750) (.004)
(2.987) C(0.243) (15.967) (0.227)
N, 0372 071 094 0.333
(0.566) (-1.080) (3.161)° (1.049)
(0.060) (0.015) (0.474) (0011)
(0.320) (1.166) (0.995) (1.010)
Vv 0.369 0.393 o‘.427‘ - 0.283
(1599) (1.517) (1.263) (-1.875)
(0.115) (0.106) (.105) (0.630)
(2557) (2.301) (0.526) (8673)
Vi 3.134 4530 3729 2813
(2.395)" (4.035)° (2067)" (1.030)
(0.283) (0.581) (0.247) (0.007)
(5.736) (16.282) (4.275) (1.061)
Vil 2484 2267 2220 0517
(2915)" (2.230)" (1.937) (0.370)
(0.384) (0.265) (0.386) (£.108)
(8.498) (4.975) (4.140) (0.137)
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Table 42 (continued)

REGION  NO LAG ONE LAG TWOLAGS  THREE LAGS

vill 0163 0089 0.437 0,355

(0.734) (0.350) (1557) (0.792)

(0.040) (0.087) (0.125) (0.043)

(0.539) (0.123) (2.424) (0628)

X 0713 0826 0.68 0057

(299)" (3.157) (1539) (1.452)

(0.3%9) (0.449) (0.059) (0.260)

(8.961) (9.967) (1.316) (2.583)

X 5673 6897 7,664 6957

(2.350) (3611)° (2.828)" (1a2)

(0.528) (0523) (0.412) 0.077)

(7.110) (13.041) (8.000) (1.749)

Xi 1490 2,454 2715 2487

(1.657) (2.925)° (2.549)" (1475,

(0.127) (0.407) (0.355) (0.116)

(2.744) (8557) (6:496) (2.176)

il 0.644 0.152 0343 03%

(0.839) (0.187) (0832) (0427)

(0.025) (0.096) (0.121) (0.400)

(0.703) (0.035) (1.687) (0.182)

NCR 10533 17,038 15.088 0143

(1.367) (2.907) (1.762) (1537)

(0.455) (0.404) (0.174) (0.448)

(5.603) (8.449) (3.105) (4.653)

Noto: Figures in paronthesis bolow the coefficients are T-Statistics, Adjusted R Squared values and F
Statistics, respectively.

* Significant at the 5 percent level,
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REGIONAL MOBILIZATION
AND ALLOCATION OF
FINANCIAL RESOURCES

s the previous chapters show, the issue of regional develop-
ment is a hard nut to crack. For one, such development
depends on each region’s (a) resources, which are thebinding
constraints, and (b) ability toefficientty mobilizeand 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, a great proportion 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. If still inadequate, then additional funds
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Regional Mobilization and Allocation of Financial Resources

from the Central Bank’s rediscounting window and special credit programs
may be resorted to by the region. These funds could substitute, instead of
complement, mobilized deposits if priced cheaply as the Philippines had
experienced in the past (see Lamberte and Lim 1987).

In the same manner, the efficiency of the banking systemin allocating
resources could be undermined by inappropriate policies.

Ceilings on lending rates tend to misallocate resources since banks
may be obhged to accommodate projects with low rates of return. Deposits
mobilized in the region may leak out if there 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 barikability
of borrowers 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 tax and non-tax sources and allocates themaccording toits priorities.

The system of mobilizing and 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 tax base granted 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 that brings 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 for a region can also leak out of the system. There
are atleast two mechanisms for this. One is when the local units are required
to remit a certain 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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4

grants from the national government, these leakages can hinder the region
from attaining its optimal level of expenditure. ‘

THE BANKING SYSTEM

A region’s ability to mobilize and allocate resources through the
banking system is partly determined by the presence and number of
banking institutions in the region. In his study using a combination ofitime
series and cross-section regional data, Lamberte (1987) found that the
“institution” elasticity is significantly greater than one. That is, tnore
financial savings can be mobilized in the region by increasing the number
of financial institutions. Tables 43 to 45 give information on the number of
bank offices per region for three selected years: 1980, 1985 and 1988,

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

The density ratio tells the extent of banking services available per
municipality/city. As the tables show, banking services have been con-
centrated in the NCR and further increased in 1985 and 1988. The NCR’s
density ratio was 22 times higher than the next highest ratio (that of Region
IID. In contrast, the absence of banking services was evident in pporer
regions. For instance, not all municipalities/ cities in Region VIII had a
bank.

The ratio of total bank assets to the total number of banking dffices
per region serves as a rough indicator of bank efficiency in resburce
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 timesmore
than the next highest ratio. In 1980, the efficiency in resource mobilization
among the remaining 12 regions did not significantly vary from each other.
But over time, the variation has widened. The banking system in some
regions in the Visayas and Mindanao were more efficient than these in
RegionsIlland IV, areasadjacent to theNCR. For instance, the averageé bank
assetin Region VIIIin 1988 was higher than thatin Region IV. Interestingly,
banksin poorer regions were notnecessarily inefficient resource mobilizers.

Determining whether resources mobilized by the banking system in
each region are sufficient to meet the credit requirements of the reglion is
indeed very difficult due to inadequate information on, say, the optimal
credit requirernent by a region. A rather rough indicator of self-finanding—
thatis; the ratio of loan portfolio to total bank deposits for each region—was
used instead. The ratios for the 13 regions are also shown in Tables 43 to 45
and are depicted in Chart 14. :
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Table 43
RESOURCE MOBILIZATION THROUGH THE BANKING SYSTEM

DECEMBER 1980
{(Amounts in milkon pesos)
{1) @ (3 4 (5 {6) U
BANKING LOAN DENSITY
REGION OFFICES RESOURCES PORTFOLIO  DEPOSITS  RATIO {241) {344)
NCR 932 174223 94710 69,847 106.4 186.93 1.36
| 2n 3,127 1,624 2,059 18 11.45 0.79
U 111 1,625 1,150 579 R 1464 199
[} 400 5,966 3,729 3,050 43 1492 1.2
v 476 4533 2434 2944 28 952 0.83
v 156 1,625 1,110 792 17 1042 1.40
vi 264 5,985 4233 2,122 29 2267 199
Vil 212 4599 3621 2542 22 21.69 142
il 95 1,000 661 510 07 1053 1.30
IX n 1,039 615 588 10 1463 1.05
X 155 2,128 1442 1,097 15 138 1.3
X! 188 2,852 1,989 1,585 30 15.17 125
X 7 1,192 800 536 09 1528 149

* Raﬁosofhenumberoffmrdﬂdiﬁmbﬁhlmuntipaﬁﬁesmddﬁuwmgim

Sources: Fact Book Phiigping Financial System, 1980
Fact Book Phiippine Financial Systom, 1983,
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Table 44
RESOURCE HOBILIZATION THROUGH THE BANKING SYSTEM
DECEMBER 13385
{(Amounts in milion pesos)
L) @& B3 4 {5} © 4]
BANKING LOAN DENSITY

REGION OFFICES  RESOURCES  PCRTFOLIO  DEPOSITS RATIC* &) {3)14)
NCR 1075 403,264 149,991 121,887 1250 375.13 1.23
| 214 6,461 2,190 4,766 19 2158 046

o 112 2829 1614 1,261 1.1 25.26 1.28
[ 398 11,042 4,445 7442 48 27.74 0.60

v 512 9,828 3,49 6,831 35 19.20 051
v 148 3,009 1,601 1,640 16 20.33 098
Vi 257 1,175 7030 4929 29 4348 143
Vit 221 8814 3491 6,478 25 39.88 054
il 9 2018 978 1,193 08 21.68 082

IX 74 2,262 880 1,596 10 3057 055 -

X 163 3,984 1,970 2390 16 2444 085
(I 184 6,088 2926 3916 29 33.09 0.75
Xi T 86 2352 . 1085 1,306 09 27.35 083

* Ratios of the number of financial oficas 1o total municipeXiies and cities per region.
Sources: Fact Book Philippine Financial System, 1985,
" FactBook Riiippine Finaiial S 1088,
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Table 45
RESOURCE MOBILIZATION THROUGH THE BANKING SYSTEM

DECEMBER 1988
(Amounis in milion pesos)
{1 @ 3 {4 (5. © ]
BANKING LOAN _ DENSITY
REGION OFFICES RESOURCES PORTFOLID  DEPOSIS RATIO AR (314
NCR 1083 391592 132670 158,247 147.1 36158 0.84
| - 210 9,435 2,792 792 22 3494 035
i 109 aon 1,135 2322 13 28.17 0.49
[ 369 15,658 6,465 11,971 66 4243 054
v 516 15377 5,208 11,852 16 29.80 044
v 144 4270 1,621 3,149 19 30.28 051
vi 253 14,023 7567 8,658 22 55.43 087
Vil 213 14,565 5,723 11,933 29 68.38 048
vill 85 3,148 1,038 2412 09 37.04 0.43
IX 74 3376 822 2,855 13 4562 0.29
X 155 5,692 2,093 4228 19 36.72 049
Xl 184 9,281 3,776 6,490 36 50.44 0.58
X 86 324 916 2,390 12 3760 0.38

* Ratios of the number of finencial offices © lntal municipalities end cities per region.
Source: Fact Book Phiippine Financial System, 1868.

7 prouma Jo uonpooly puz uotwzIqo N [puolSTy



Chart 14
RATIO OF LOAN PORTFOLIO TO DEPOSITS

DECENTRALIZATION AND PROSPECTS FOR REGIONAL CROWTH
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Regional Mobilization and Allocation of Financial Resources

In 1980, all regions except for two, obtained ratios greater thanone. It
means that external resources could have been used to augment the depos-
its mobilized by banks in the regions and thus meet their respective credit
requirements, Borrowings from the Central Bank accounted for a larger
portion of externally-sourced funds. Itis 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 a better year than 1985 and 1988, were
to serve asabenchmark, then it can be 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
(MPS) out of current income of households by region. The estimates were
~ obtained using the 1985 Family Income and Expenditures Survey. Itcanbe
observed that household saving propensities widely differed acrossregions.
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 also 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
mustbe independent of external administrative regulations. Conversely,
aregionissaid to be dependent when it subsists on grants from the national
government and is admmlstratwely 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 barangays. 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
ESTIMATED SAVINGS EQUATIONS, CURRENT INCOME MODEL_:
ALLHOUSEHOLDS BY REGION

REGION CONST. Y R? CONST. Y DR R?

I 7353 0438 0.70 6380 0438 -1418 0.70
(-18.6)* - (53.4)* (6.3 (534 (-1.0)
" 3460 0334 048 -2074 0335 2233 048
7.0 (279" (2.0 (28.0)* (-1.5)
1 13280 0493 066 -12411 0493 -1272  0.66
(e7.7* (58.0)" (-10.3)* (58.0)* (-0.8)
v 9387 0465 066 -8008 0466 -2104 0.66
(209 (682" (-10.7)* (68.2* (2.0
\Y; 5966 0399 054 4194 0400 -2733 0.54
(-16.8)* (35.5)" (5.0° (356) (23"
\'/ -10419 0558 0.77 -8562 0557 2934 0.77
(246 (71.8)" (-7.8)* (71.7)* (-1.8)
Vil 5019 0456 0.72 2525 0458 4100 0.73
175)* (58.8)" (39)* (59.3 (4.3)"
ViII 5052 0421 060 -4066 0422 -1569 0.60
(-15.8)* (36.2) (5.7 (36.3)* (-1.5)
X -11600 0698 0.86 -9697 0699 2744 0.87
(29.9° (70.8)" (85)* (71.0* (-1.8)
X -15266 0775 0.95 -13612 0.775. -2497 0.95
(-32.7)" (128.1)" (9.3)" (128.1)"  (-1.2)
X 413664 0.673 0.86 -10788 0673 -4244 0.86
(307 (824)° (8.1)" (825" (2.3 .
X 10954 0563 0.75 -8944 0563 -2853 0.75
(229° (@47.1)" (5.9 (47.2)* (-1.4)
NCR  -12352 0380 073 -7194 0380 -7354 0.74
(162" (82.1)* (28" (82.0)" . (-2.1)*
Notes: Numbers in h t-val R¥denotes adj 'H‘-ﬂ'ldemofd;hrmlnaﬂon.

'Slgnlﬁcar:-l at the 1% level; ““Significant at the 5% Jevel;
* Yaliouschold disposable income in pesos; S=Household savings in pasos;
DR=Dependency ratio
Source: Lamberte, Mario B and Romeo M. Bautista. “Comparative Saving Behavior of Rural
and Urban Touseholds: The Philippines, 1985." (November 1989).
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houses, municipal high schools, or public utilities such as waterworks and
irrigation systems. Cities, which are administratively independent from
their respective provinces, are also responsible for coordinating and
delivering basic services as defined in their charters (de Guzman 1983).

Barangays were created primarily to providea forumfor citizen participation
although they haverecently become the primary planningand implementing
units of government programs (Yoingco and Guevara 1989).

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

Their non-tax revenues consist of receipts from economic 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
aids and allotments." They havealso been authorized underPD 752 (25July
1975) to obtain credit and loans from the national government and gov-
ernment financial institutions.

The national government 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
Guzman (1983) claimed that these practices result to virtual control of local
fiscal policy, destroying LGUs’ responsibility for autonomy or self-gov-
ernment.

The Real Property Tax

Thereal property taxisimposed onlandsand theirimprovement. 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.

1 National allotients are discussed in the proceeding section.
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DBCENTRALIZATION AND PROSPECTS FOR REGIONAL GROWTH |

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

Land Assessment 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 hts. The
national government formulates the policies and standards for the real
property tax. Special Education Fund Tax (SEF), a tax of one percent on the
same taxable assessed value, is added. Prior to EO 189 (10 June 1987), 80
percent of the SEF tax collections accrued to local governments while 20
percent was remitted to the national treasury. EO 189 reversed thefharing
scheme with 80 percent accruing to the national treasury and 20 p tto
local governments. Problems of non-remittance of the national S
local governments have prompted some quarters to consider the
of giving the entire proceeds of the SEF tax to local governments.

Local Taxes

The national government fixes the rates of local taxes. Lotal gov-
emments, on the other hand, collect permits and regulatory fees for the
operation of markets and public utilities. Their taxing powers are allocated
to provinces, municipalities, and cities. Barangays are assigned inimal
taxing powers although there are views that they should not be given any
at all. a

The powers of provinces include, among others, the irnpositifn of tax
on transfer of real property ownership, the franchise tax, the occupation tax
and the amusement tax. Municipalities are empowered to imposéa 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 eftort 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 revenue effortindicates 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 were able to
collect only 0.78 inlocal taxes for every one hundred pesos produced by the
economy. In prior years, local revenue effort fared better (Table 47).

Because local governments were unableto 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).
Theseaidsand allotments explain the surpluses reported in the consolidated
incomeand expenditureaccountsoflocal governments (Table49). 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 1987 although the rate was lower than its revenue
effort of 1.31 in 1983. Region I1l experienced 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 1983 and 1987. While the intention to develop the region—
notably, thoseoutside the NCR-Region Il and IV axis—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.' , '

Available data (1983 - 1987) on the incomes and expenditures of local
governmerit units (LGUs) by region are given in Tables 51 to 55. These data
tell the same story: the LGU’s dependence on the national government’s
revenue allotments for a large share of their income.’*¥ To illustrate, there .
wereonly tworegions, namely, NCR and Region ITI, whose allotmentsfrom
thenational government were less than 30 percent of theirincome, i.e., 15.5

' Buoyancy is the percent change in local revenuas divided by percent change in gross
regional domestic producti’ﬂ ype S

16 Tables 51 and 52 have a slightly different reporting format compared to Tables 53
to 55.
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Table 47
REVENUE EFFORT OF LOCAL GOVERNMENT UNITS
1985 - 1989
YEAR  LOCALREVENUE' GROSS DOMESTIC  REVENUE EF%ORT
PRODUCT? (%)
(L] "™ M
(1) () 3)

1975 1,350 114,697 8
1976 1,399 135272 1.03
1977 1,980 154,226 1.28
1978 o220 177,669 1.26
1079 2525 217543 116
1980 - am | 264,650 105
1981 . 3454 305,258 - 113
1082 3,658 340,567 107
1983 4,245 384,096 1.12
1984 4902 540,466 01
1985 5373 612,684 0.8
1986 5,706 64420 091
1987 6,067 708,368 086
1988 6,657 825707 081

R

1 Source; Department of Finance.
Excludes national aids and grants.

* Source: National Income Accounts.
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Tablg 48

SOURCE OF LOCAL GOVERNMENT INCOME, 1975 - 1989

TEMYEAR 1975 1976 1977 1978 1979 1980 1981 1982 1983 1984 1985 1986 1987 1988 1989
TOTAL INCOME 100% 100% 100% 100% 100% 100% 100% 100% 100% 100% 100% 100% 100% 100% 100%
Local source 60.93 59.95 66.24 68.14 63.13 6445 6358 5686 5954 61.39 57.50 56.88 6286 5354 51.98
Revenue from taxation 3501 3424 3647 3944 3843 3629 3402 31.60 3497 3640 3186 3445 38.02 30.75 29.30
Real property taxes 1563 1577 1961 2056 1998 19.04 1966 18.10 2160 2348 1725 20.29 13.34 1512 14.52
Business taxes 19.38 1847 1686 1888 1845 17.25 1436 1350 13.37 1292 1461 14.16 2468 1563 14.78
Non-tax reverwes 2598 25.71 20.77 2870 24.70 28.16 2956 27.26 2457 24.99 2564 2443 2484 2279 2268
Receipts rom economic 696 7.33 769 738 635 638 797 816 791 792 799 882 850 1503 13.76
enterprises _
Fees,charges &other  19.02 1838 2208 21.32 18.35 21.78 2159 19.10 1666 17.07 1765 1561 1634 7.76 892
receipts '
Grants and allotments ~ 33.00 4006 3375 3197 3686 3555 3642 41.15 4045 3860 43.18 41.09 3715 46.96 48.03
Aliotments 2847 2892 2579 2361 2966 28.71 30.38 3545 3533 3352 37.06 36.16 3248 3699 40.64
National aids 1053 1114 796 836 720 684 604 570 512 508 612 493 467 997 739

-t .
€ Source: Local Revenue Enforcement Division and Bureau of Local Govemment Finance.
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CONSOLIDATED INCOME AND EXPEN

Table 49

ENT UNITS (LGUS)

DITURES OF LOCAL GOVERNM
(In billion pesos)
1975 1976 1977 1978 1979 1880 1981 1982 1963 1964 1985 1500 1967 1968 1589 1990
Prelm. Projecton

INCOME

Local source 1350 1399 1980 2234 2525 2779 3.454 3658 4245 4902 8373 5708 G087 G857 909) 9984

Revanue from taxaion 0.775 0.799 1.090 1299 1537 1565 1843 1.964 2493 2007 3.155 3524 3655 4084 5998 6674
Real property tases 06 0.368 0585 0674 0799 0.821 1063 1.125 1540 4.875..1.951 2258 2375 2670 2678  4.08%
Business taxes 0429 0431 0504 D619 0.736 0744 0780 0839 0953 1032 1.204 1266 1290 1414 230 259

Non-{ax revenues 0575 0,600 0.800 0.o41 0989 1214 15606 1604 1752 1995 5218 2482 2402 2573 3095 3310
Recolpistrom economic 0154 0.171 0.200 0:242 0.254 0275 0433 0507 0564 0592 0.691 0788 0822 09N 1100 1244

onterprises |
Fees, charges and 0421 0429 0650 0.699 0734 0839 1973 1.187 1980 1363 4527 1394 £.560 1667 1995 2068
other recelpls-

Grants and akiotments 0863 D935 1.009 1.049 1474 1533 1978 2557 2884 3082 1735 I870 3594 4480 6861 7412
B aliotments 0630 0675 .77 074 1186 1238 1650 2203 2519 2678 1205 3220 3.042 3974 8100 6846
Naional aids 0233 0.260 0.238 0274 0.288 0.295 0320 0354 0385 0406 050 0441 0.452 0514 0561 0568
TOTAL INCOME 2213 2334 2569 3282 3599 4312 5432 6215 7.120 798412108 9376 9.66111.345 15.754 17396

EXPENDITURES '

Cuent expenditures 1881 2027 2528 2847 1332 3140 4419 5131 5654 0505 748 B.018 8535 9517 11.45 12,082
General govermmen 0.447 0.483 0557 D687 0824 0916 1315 1460 1545 1760 2041 2327 2659 2902 3337 357
Pubkic welfare and 0539 0616 0.722°0.758 0.872 0.718 D859 1014 1233 1449 1753 1930 2080 2208 2840 2824

intemal safety , ' ]
Economic development  0.355 0.384 0.497 0.655 0.852 0902 0829 1025 1249 1374 1673 1676 1695 2018 2720 2977
Cther charges 0500 0544 0.712 D747 0784 0532 1416 1.832 1860 1902 213 2085 290t 2303 2648 2803

Capéal outlays 0321 0.361 0.385 .0.300 0449 0532 0.550 0.697 0520 089t 0968 0608 0587 0.733 3660 4.983
TOTALEXPENDITURES 2207 2.388 2914 3237 3781 3800 5078 5828 6513 7.305 6348 8626 9.12210250 15005 16545
SURPLUS 0011 0054 0075 0.045 0218 0632 D354 0387 0518 0563 3760 0.750 0539 0805 0748 0851

Souros: Loca! Reverws Enforcemani Dévision

A1

Finance.
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Regional Mobilization and Allocation of Financial Resources

Chart 15
TAX BUOYANCY OF REVENUES, 1987
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Table 50
REVENUE EFFORT, BY REGION 1983 - 1987
1983 1984 1985

GROSS  REVENUE GROSS  REVENUE GROSS  REVENUE

LOCAL  DOMESTIC  EFFORT LOCAL  DOMESTIC  EFFORT LOCAL  DOMESTIC  EFFORT
REVENUE' PRODUCT? (%) REVENUE  PRODUCT {%) REVENUE  PRODUCT (%)

{(PM) (PM) [{tH2) (PM) {PM) {1-2] (P M) P M) j(1H21

{1 @ 3 - @ 3 ) @ @

{ 202 15,475 1.31 199 22,378 0.89 256 27,452 093
It 75 10,763 0.70 79 15,448 051 99 16,723 0.59
[ n7 36,072 1.04 418 52,000 0.80 508 58,663 0.86
v 493 56,847 0.87 497 81,291 0.61 555 92,707 0.60
Vv 100 12,525 0.80 106 17,739 0.60 115 20,991 055
vi 26 28,830 092 275 40,760 0.67 285 42676 067
Vit 218 25,525 0.85 267 36,936 0.72 298 41,174 0.72
vill 75 8,431 089 80 11,659 0.69 107 16,525 0.65
X 90 13,185 0.68 122 18,546 066 134 21516 0.62
X 151 18,046 0.84 171 27,736 0.62 199 32,858 0.61
Xl 224 24,947 0.90 191 38944 0.49 203 45,018 0.65
X 84 12,826 0.65 106 18,967 0.56 107 22675 047
NCR 1,890 120,626 157 1,798 158,053 1.14 1,958 173,686 1.13
OVERALL 4,245 384,098 1.11 4,308 540 467 0.80 4914 12,665 0.80

7 Source: Department of Finance, exciudes national aids and grants.
* Sowce: Philippine Statistcal Yearbook, 1989,

HIMOMD TYNOIDEN 30 SLO3dS0Nd ANV NOILVZTIVINTE



Regional Mobilization and Allocation of Financial Resources

Table 50 (continued)
1986 1987
GROSS  REVENUE GROSS  REVENUE
LOCAL DOMESTIC EFFORT LOCAL DOMESTIC EFFORT
REVENUE PRODUCT (%) REVENUE PRODUCT (%)
(PM) (P M) (-1 (PW) s T (1) 4 v4)
() @ 3 (1) @ &)
! 284 28,149 101 33 30,577 1.08
] 119 14276 083 17 16,152 0.72
] 547 be424 097 632 62,638 1.01
v 568 94491 060 661 104713 0.63
v 167 20511 081 228 22,265 1.02
Vi 288 40,719 071 326 45,805 on
vil 347 42924 081 375 48,846 0.7
Vi 19 16652  0.71 125 18,553 0.67
IX 97 21,901 044 19 24,106 049
X 210 33644 062 3 38,116 0.61
X 261 45354 058 286 51,939 0.55
Xl 13 23377 048 131 26,002 0.50
NCR 2,141 186,008 1.15 2517 215,753 1.17
OVERALL 5260 624430 084 6078 705467 0.86

! Sourca: Department of Finance, excludes national aids and grants,
2 Source: Philipping Statisbcal Yearbook, 1989.

percent for NCR and 28.8 percent for Region IIl 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 I, 11, IV, V, VII, X, and
X1, allotments ranged from 38 percent to 48.0 percent of total-income.

Revenue Performances of the Real Property Tax

Thereal property tax is a major revenue source for local gpvemments.
From 1985 to 1989, its contribution to local income averaged around 16
percent. The comparable figure for 1975 - 1984 was 19.3 percent (Table 48).

Given the importance of the property tax to local finance, it is sad to
note that its potential to generate revenues has not been fully tapped. This
isindicated by the low collection efficiency of local governments (see Table
56).18

" Collection efficiency is defined as the ratio of real property tax collection to real
property tax collectible or due.

137



o Tabie 51
8 CONSOLIDATED INCOME AND EXPENDITURES OF LOCAL GOVERNMENT UNITS - BY REGION
CALENDAR YEAR 1983
{In million pesos}
INCOME I i I v v i ovit vim X X Xl X TOTAL
1. Lmrmperty taxes 51 13 7 135 4 90 5 17 13 40 48 23 54
2. 32 15 69 M 20 5 55 19 14 3% 49 20 458
a ing & service income 15 3 2 19 6 14 8 7 1 10 8 8 131
4. Govemment business oprns. 4 21 126 109 15 44 42 13 19 30 k)| 16 508
5. BIR alotments 187 105 208 303 147 246 219 144 138 173 194 13 2175
6. Loans and borrowings 0 0 7 5 0 3 4 0 0 8 1 1 30
7. National aids 24 17 713 6 2 W A 16 1" 28 R 14 382
8. Others &1 23 74 15 <) 53 20 3 28 & 17. 641
TOTAL INCOME 414 197 657 861 276 542 460 236 23 353 450 212 4894
Aids & grants (5&7) 210 122 281 368 176 276 243 160 149 201 2% 127 2538
Local revenue 203 75 376 493 100 266 217 76 90 151 25 85 2356
EXPENDITURES
1. General administration 7% 40 92 138 52 84 65 38 40 49 5 34 764
2. Govemment finance 48 26 47 8 3B 5 44 2 7 4 42 28 508
3. Adjudication 6 2 5 2 3 7 8 4 2 5 7 3 77
4. Proleclive service 7 6 28 3 7 5 0% 8 5 14 1 6 190
5. Social improvement 28 15 62 69 18 & 2 2 5 23 47 14 426
6. ic development % 5 11 1B g2 112 8 51 59 8 92 65 1079
7. Operation of eco. enferprises 23 10 t2 73 9 3 26 13 8 14 13 8 30
8. Inter-government aids 23 8 24 4 13 ¥ 29 13 12 18 27 12 2683
9. Loans, advances & transfers 27 12 5 58 17 3R 40 16 5 2 43 9 M6
-~ 16 : % 16 53 80 17 4 32 14 18 A 6 12 a7
11. Equipment 8 5 9 17 5 g 6 4 2 1 18 3 98
12 3 2 2 2 7 10 5 6 4 9 9 8 142
13. National projects 2 0 0 1 0 0 0 0 0 1 0 0 5
TOTAL EXPENDITURES 404 196 602 638 265 523 420 218 207 36 426 22 48X
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Table 52

CONSOLIDATED INCOME AND EXPENDITURE OF LOCAL GOVERNMENT UNITS - BY REGION

CALENDAR YEAR 1984
{In mifiion pesos)
ITEMYEAR 1 i m v v Wi v Vil X X X Xl TOTAL
INCOME
Local scurce 9 1 1
Revenue from taxation 92 31 186 237 46 142 117 3B 32 9 106 50 1,144
Businass taxes 3 16 77 88 22 5 60 17 18 41 53 23 508
Real property taxes 56 15 88 148 2 89 5 19 14§ 48 54 27 837
Non-tax revenue 107 48 253 263 59 13 150 45 60 81 84 55 17368
Receipts from aconomic enterprise 48 2 170 111 18 41 5 14 25 33 28 19 578
Fees, charges and other recepls 59 26 83 153 42 91 100 31 65 48 5 3% 790
Aids and allotments 201 133 33 3W7 185 292 254 1M1 154 227 249 140 2686
Nationaf aids 21919 92 5 23 24 23 11 10 39 40 19 388
intemal revenue and spacific alloiments 188 113 221 311 163 269 232 160 144 188 209 120 2298
TOTAL INCOME 400 212 731 867 291 567 521 251 276 398 439 245 5199
EXPENDITURES
Cument expendilures 404 185 660 760 254 517 417 226 219 3290 399 213 4584
General govemment 143 73 172 249 100 1% 125 77 75 106 110 74 1461
Public welfare and internal salety 5 25 1122 118 32 98 78 34 28 5 74 23 728
Economic development 106 34 227 240 47 136 114 83 49 74 107 48 1,235
Cther charges
Capital outlay 3B 17 5 B84 19 48 B89 18 24 48 61 29 546
TOTAL EXPENCITURES 437 202 735 844 273 565 506 244 243 377 460 243 5190

S20.4N0s7Y ol fo UOLOONY pup URIDZNQOW [TMOIST
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_ Table 53
CONSOLIDATED INCOME AND EXPENDITURES OF LOCAL GOVERNMENT UNITS - BY REGION
CALENDAR YEAR 1985
{In milion pesos)

MEMYEAR I n m N VoMo o X X Xt XN NCR TOTAL
Local source 256 90 508 555 14 285 208 108 133 199 283 107 1958 4914
Revenue from taxation 106 40 187 254 53 131 138 40 45 97 118 53 1,432 26%

Business taxes 4 2 e 97 26 5 7 18 30 48 66 26 608 1204

Real property laxes 62 18 9% 157 28 B 65 21 15 48 52 27 84 |49
Non-tax revenue 15 5§ 32 3N 61 154 160 68 88 102 175 54 526 2218

Receipts from economic enterprises 50 A 18 1283 19 48 43 16 2 I B 19 61 221

Fees, charges and ulhermepts 10 3% 128 179 42 106 17 52 67 67 140 35 465 1527
Aids and aflotments 256 183 37 475 231 W5 26 24 182 262 32 1M 451 3N

Internal revenue and specific aliotmants 28 135 264 403 199 337 240 188 168 223 241 148 428 325

National aids 28 4 111 2 2 = % 26 13 3 N A 2B 530
* TOTAL INCOME 512 282 883 1030 345 650 554 32 315 461 605 278 2400 8648
EXPENDITURES .
Current exponditures 450 243 799 666 331 580 474 268 238 378 480 21 2113 V480

General governmant 163 95 196 285 14 1% 145 B4 95 123 131 &7 38 204

Public welfare and 6 3 138 146 3B 112 8 4 28 6 8 2% 85 17

intemnal safety S
Economic development 11t 66 316 25 03 130 104 0 5% 107 106 21 1818
Other charges 116 51 148 230 75 1683 13 73 59 83 158 57 663 2018
~ Capital outiay % 2 7 990 2 88 N I g8 52 105 34 306 868
TOTAL EXPENDITURES 485 264 686 956 351 633 504 303 246 431 504 275 2419 8348
’mm B/ | S RN SN - N A B B N A B R L L
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Source: Bureau of Local Government Finance, August 1, 1886,




134

Tabla 54

CONSOLIDATED INCOME AND EXPENDITURES OF LOCAL GOVERNMENT UNITS - BY REGION

CALENDAR YEAR 1986
{In milion pesos)-
MEMYEAR I K M N OV Vi Vi Vil X X X XI NCR TOTAL
INCOME
Local source 265 120 546 568 166 288 347 119 97 210 261 113 2141 5259
Revenue from taxation 115 46 20 311 8 166 156 47 42 105 135 65 1578 3077
Business taxes 9 25 98 108 25 6 75 220 2 4 6 25 59 1265
Real property taxes 66 21 132 209 58 104 8 27 20 64 68 40 0920 1812
Non-ta reverue 170 74 316 268 8 12 19 72 S5 105 126 48 563 2182
Racsipts from economic enterpises 6 27 20 145 A 58 & 17 2 4 8 2 788
Fees, charges and other recsipts 19 47 115 113 62 6 131 55 35 60 & 27 482 1304
Aids end aliotments 302 162 32 489 221 965 275 20 194 267 282 164 307 367
Intermal revenue and specific alloments %67 144 267 428 201 3N 247 198 165 213 249 151 376 329
National aids 45 18 5 6 20 32 8 32 28 5 83 13 2 &
TOTAL INCOME 567 282 868 1058 387 659 622 349 201 477 643 277 2538 602
EXPENDITURES
Current expenditures 50 246 6818 052 328 606 562 263 257 420 460 264 2263 8018
General government 187 100 233 346 130 199 172 102 105 137 149 102 366 2347
Public walfare and 73 37 173 157 40 146 104 43 31 67 6 33 955 1954
intemnal safety
Economic development 134 52 262 1@ 96 1% 120 77 7 137 167 0 239 1690
Other charges 135 57 150 20 62 125 157 61 5 68 108 59 70 2027
Capital outiay 24 14 51 84 14 2 % 2 11 38 M 20 163 608
TOTAL EXPENDITURES 553 260 860 1046 342 620 502 305 268 468 534 284 2478 8626
SURPLUS (DEFICIT) M 2 () 12 & B B 4 2B 9§ 8 () 6 308

Source: Bureau of Local Govemmant Finance.
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Table 55
CONSOUIDATED INCOME AND EXPENDITURES OF LOCAL GOVERNMENT UNITS - BY REGION
CALENDAR YEAR 1987
(in million pesos)
TEM/YEAR | I ] 1 v vi Vil I 1X X Xl X NCR TOTAL
INCOME
Lecal source 3t 117 632 B61 228 326 A5 125 119 23 286 131 2517 6,078
Revenue from taxation 154 50 247 379 65 198 197 Fi 46 122 157 69 1922 3677
Business taxes 93 27 161 270 42 137 118 50 26 80 90 51 1,242 2387
Real property taxes 61 23 g6 109 P 61 79 2t 20 42 67 18 680 1,290
Non-tax revenue 177 67 385 282 163 128 178 54 73 109 129 62 535 2402
Receipts from economic enterprises 47 27 A5 120 25 65 63 19 19 52 53 25 g2 82
Fees, charges and other receipts 130 40 170 162 138 B3 115 B 54 57 76 37 503 1560
Aids and alloiments 302 107 337 450 174 368 300 224 187 278 207 157 421 3592
BIR allotments 261 92 251 388 140 337 27t 27 168 23 251 147 414 3,140
National aids 41 15 86 62 M K| 29 17 19 65 36 10 7 482
TOTAL INCOME 633 224 969 1111 402 696 675 349 306 509 573 288 2938 96N
EXPENDITURES
Curmrent expenditures 574 181 882 978 365 635 614 304 278 478 485 281 2473 B85
Gereral government 1 78 266 372 148 231 1% 121 117 166 161 108 493 2658
Public welfare and intemal safety 80 27 194 159 48 133 187 48 0 2 97 57 892 2,080
Economic development 165 33 264 159 63 140 125 67 FEAR kT 8 75 309 1,695
Other charges 196 43 168 288 106 125 106 &8 44 63 146 4 785 2101
Capital outlay 2 14 54 78 27 22 57 2 25 23 60 7 178 567
TOTAL EXPENDITURES 506 195 936 1056 382 657 671 324 303 501 545 288 2657 9,12t
_ SURPLUS{DEFICIT)-- - -3 B 33 5 -0 B -4& B 4 8 28 06 ! 8601

Source; Loca! Revenue Enforcemant Division,
Bureau of Local Govemmant Finance.
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COLLECTION EFFICIENCY OF THE REAL PROPERTY TAX

Table 56

By Local Government, 1976 - 1978

LGU 1976 1977 1978 1979 1980 1981 1982 1983 1984 1985 1386 1987 1988 AVERAGE
Provinces 4874 4397 4621 4615 5036 4422 4442 4662 4606 4034 418 4167 444 4205
Cities 526 5425 5041 48.16 468 5207 4792 5071 5046 4388 4490 4332 5230 4650
NCR 5130 6395 51.10 6524 6795 6622 7065 7188 7184 6543 6105 70.77 6794 66.30
Overall 5054 5502 4890 57.22 5858 5644 5750 5940 5929 5293 5133 5557 5736 5427

Source: Department of Finance
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DECENTRALIZATION AND PROSPECTS FOR REGIONAL 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

atonly 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 improved collection 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 preceding years (say, 1985 and 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. For instance, by comparing 1986 and 1988 collection efficiencies,
one notices how the NCR, Regions I, I1, 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. Ina 1986 survey, respondents from
provincesand municipalities in particular, ranked tax delinquency as their
most important local problem.” Reasons 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;
¢) Collection of tax through the courts.

However, the local government failed to effectively exercise these
options.

¥ See Prantilla, et al., 1986.
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Table 57
COLLECTION EFFICIENCY OF THE REAL PROPERTY TAX, BY REGION 1976 - 1988

REGION/YEAR 1976 1977* 1978 1979 1980 1981 1982 1983 1984 1985 1986 1987 1988
I 52.38 4890 4691 6697 5045 4734 4924 5068 5756 5398 5873 57.31

I 30.11 2560 2541 4381 3233 3402 3286 3495 3246 2924 3459 3910

1] 4394 4551 4358 5087 3275 4379 4432 4291 4005 4123 4059 4281

v 65.06 5770 5742 780t 3790 5473 5633 5309 4733 5258 4512 4600

v 3206 950 3932 4962 3055 3440 3456 3732 2990 3890 - 3079 I3

Vi 5499 5633 5450 6458 6315 6029 5981 5697 3960 4278 4908 5702

Vil 4240 3776 4187 6632 5124 4483 4598 4570 3404 3673 3740 5782

Vil 46.44 473 4226 3013 4098 4139 4695 4080 3740 3086 3BT0 4575

X 4273 3026 3289 3743 3439 3287 3239 3565 3120 3413 3165 3104

X 52.01 5213 4869 6486 3998 47.04 4966 4528 4673 4567 4636 4773

Xi 51.44 4046 4951 6281 5253 4129 4612 4500 4182 4415 4171 4036

Xi 50.05 4422 3867 4175 4081 3412 3280 3195 3632 3023 1420 3N
NCR 5127 5086 6524 6109 6622 6521 6658 6557 6543 6105 8444 6794
CAR - - - - - - - - - - - 5243
Overall 50.54 4932 5722 5858 5644 5081 5047 5929 5283 5133 5932 5736

CAR : Condillera Autonomous Region.
Source : Department of Finance.

1143
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DECENTRALIZATION AND FROSPECTS ROR REGIONAL GROWTH

1
The difficulty in establishing ownership of properties poses ahother
problem in tax collection. Such problem arises when properties are sold or
transferred without the assessor’s knowledge of the change in ownership.
Cases where the assessment rolls contained names of deceased property
owners have also been reported. Worse, collectors have to deal with
inefficient record management. Records are often maintained ually,
making it very difficult to create a systematic monitoring system. |

Corollary to this is the problem of underassessment. This is largely
due to the LGUs’ lack of basic tools, like tax maps which link the real
property in the field with the tax record at the assessor’s office. Furthermore,
inadequate local personnel trained in tax assessment and valuation plagues
the LGUs. ,

The other factors behind the delinquency problem are relatedl to a
taxpayer’s so-called tax ethics. This refers to the attitudinal and behakioral
orientation of the taxpayers with respect to tax compliance (Vogel 1979).

In a study by Guevara®, delinquency was found to be convérsely
related with (a) education; (b) tax ethics; and (c) the perception of efjuity.
Thus, delinquency existed more among the less educated and those who
were less disposed toward tax compliance. It was also noted amongithose
who viewed that the tax sysfem is inequitable. All these perceptions
stemmed from the public’s belief that there are more taxevaders amo g the
rich and individuals with political backing. "

Guevara’s study indicated that not all delinquent taxes can be
collected through legal remedies. Legal remedies can only be succéssful
when applied on delinquent properties with high assessedvalues, This
conclusion concurs with a statement made in another study, to wit: “wWhen
one or two delinquents account for the vast proportion of largest delin-
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-
quentsisquite small, extra-legalremedies may bea more effective solution.”?
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. \

D See Guevara (1981).
A 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 1July 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.2 The adoption of the full assessment system
has been suggested in the past. National government is likewise likely to
define—hence, limit~-the 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 exemptionsisin 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 (RegionsII, VII, and
XI) generated two-digit figures while therest (Regions, IIL, IV, V, VL, VIII,
IX, X, and XII) had business tax collections of around 7.7 percent of their
total localincome. Region V had thelowest shareat 5.7 percent, whileNCR
gamered 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 isbeyond their discretion.
The Local Tax Code defines the nature of taxes and fixes therates of the taxes
assigned tolocal governments. These tax rates have not been amended since
the Code was enacted in 1973. Even the rates of fees and charges that local

2 Partial assessment is a form of assessment in 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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Table 58

LAWS RELATED TO THE GENERAL REVISION OF PROPERTY

ASSESSMENTS

PD 1621

EO 812

Assessment Regulation

84

EO 1019

073

Memorandum Order

No. 77

1
Effective January 1, 1983, the decree mandated that
the general revision of property assessments be
once in every three years from July 1, 1981 10 J 30.
1982.

Starting January 1, 1985, the order extended the feriod
for the 1981-1982 general revision of property assess-
ments fo June 30, 1984.

Ordered the gradual implementation of the redised
assessments of real property in CYs 1985, 198¢ and
1987.

Reset the start of collection of real property taxes
on the revised real property assessments on Janu
1988 instead of 1985,

Reset the effectivity of the revised values on JaMw 1,
1987 instead of 1988.

Suspended the implementation of EO 73 until June 30,
1987.
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COMPONENTS OF LOCAL INCOME OF LGUS, BY REGION, 1967

Tablg 59

(In percent)

I il n v v vl vl Vil IX X X Xi  NCR
INCOME 100% 100% 100% 100% 100% 100% 100% 100% 100% 100% 100% 100% 100%
- Real property tax 147 120 166 243 104 197 175 143 85 157 157 117 423
- Business fax 96 103 89 98 57 88 17 60 65 82 117 62 231
- Non-fax revenues 279 299 307 254 405 184 264 155 288 24 25 215 202
- Aids/Allotments 477 478 348 405 433 530 444 642 611 546 501 544 143

Source: Table §5.

51743
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DECENTRALIZATION AND PROSPECTS FOR RECIONAL GROWTH

+

governments may collect have been fixed by the national goverhment.
Similarly, the allowable net profit thatlocal governments may realize from
investmentsand public utilities hasbeen limited to ten percent of the:iapltal
invested. The government, furthermore, pre-empted the LGUs frorh using
the more productive taxes such as the income tax, the sales tax, and the
customs duties(Yoingco and Guevara 1989). Because of these limitationson
the revenue capabilities, local governments face difficulties in coping with
the rising cost of administration and the demands of dehver1n$ basic
services.

Central control or limitation extends as well to the scope or covgrage of
the taxes, further constricting the already narrow local tax base. In the case
of provinces, for instance, the Code has exempted broadcast stations,
television firms and electric utilities from paying the franchise tax. Thesame
is true with the provincial tax on business of printing and publitation.
Under the Code, the tax cannot be imposed on persons engaged {in the
printing of newspapers and magazines that appear at regular inteyvals.

In other cases, the failure to use taxing powers stemmed fr¢m the
absence of tax bases, a problem more pronounced in the provincks and
municipalities. The business taxes of municipalitiesand theamuse
of provinces have no tax bases since most of the business activiti¢s take
placein the urban areas. Thus, areas such as Region IV and the NCR tealize
relatively bigger revenues.

Local governments are equally responsible for their poon fiscal
performance because of their own administrative inefficiencies. For in-
stance, they have been quitelax 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 tfue or
correct gross receipts. Hence, there is a need to countercheck the dlclara-
tions. .

Then again, the public’s knowledge about tax may simply bj inad-
equate. In a survey done by Guevara (1981), taxpayers wrongly prequmed
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 toimaxi-
mize their present revenue sources is weakened, thus, making thegossu-
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 therevenues raised and spending responsibilities). Re$1onal
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expendituresusually exceed theregion’s taxableand 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 orallotted to local government
units through separatelegislations. 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 taxescollected by the national government, the biggestamount
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 the cities received
from the excess income tax collections, the national governmentalloted 69.3
million or 84 percent to cities, and 13.1 million or 16 percent to provinces.
Moreover, outof thetotal share of cities and provinces, a large portion went
to a few favored local units.*

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.

# RA 6110 enacted on 1 September 1969 changed the 1959 base year to the immediately
preceding 10-year period.

' See National Tax Research Center, (1979).

13



DECENTRALIZATION AND PROSPECTS ROR REGIONAL GROWTH

PD 114 underwent several amendments.® PD 1741 (31 October 1980),
the latest amendment, provides that the allotment of local goverament
units shall be a maximum of 20 percent of the net general fund colle¢tion?
of the national government during the third year preceding the year the
allotment is given. From the total amount, 10 percent is alloted to the
barangays. The remainder is allocated as follows:

30 percent to provinces;
45 percent to municipalities; and
25 percent to cities

The share of eachlocal government unit is based on weighted faktors:
population, 70 percent; land area, 20 percent; and equal sharing, 10 petcent.
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 golvern-
ment unit under the decree can be apportioned and used by the recivient
local government for development purposes.

In addition to the regular (integrated) internal revenue allotmeht, an
additional specific tax allotment is provided for under PD 436 (13 April
1974) as amended. It granted local government units a share in the specific
taxeslevied on certain petroleum products. These shares were in lieu of the
additional gasoline tax that would have been collected by cities and
municipalities had PD 426 (30 March 1974) not repealed it.

The specific tax allotment is based on the collection from the specific
taxes on petroleum products during the second yearimmediately preceding
the current year the allotment is given. The share of local governments is
as follows:

20 percent to provinces;
30 percent to municipalities; and
50 percent to cities.

= Amendmentsto PD 144 are PD 559, issucd on April 21, 1974; PD 898, issued on3 March
1976; PD 937, issued on 27 May 1976; PD 2231, issued on 4 November 1977, and PD 1741, sued
on 31 October 1980.

¥ This is defined as revenues collected less share of special funds. The latter rdfer 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 shortfallin the specific tax allotment at the 1986 level. The said fund was
provided in the General Appropriations Act for 1987, Since that year, local
units receive suchamount 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 XII came from national allotments (Tables 51-55). The
local governments genérally 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 1987.7 In general, LGUs’ degree of dependence was lower in 1987
than in prior periods. The decline was sharp in some regions, such as in
RegionsITand V.

In 1987, the NCR had a mere 14.3 percent dependence while Regions
Ill and IV had 34.8 percent and 40.5 percent, respectively. The worst cases
were in Regions VI (53 percent), VIII (64.2 percent), IX (61.1 percent), X (54.6
percent), XI (50.1 percent), and XII (54.4 percent).

Regions that generated revenues fromlocal sources were areas where
businesses were mostly concentrated. On the other hand, other regions
werealloted sizeable amounts because they failed to raise adequate 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

7 Revenue dependence = total grants and allotments/total income.
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Chart 16
REVENUE DEPENDENCE PER REGION

DECENTRALIZATION AND PROSPECTS FOR REGIONAL GROWTH
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Table 60
NATIONAL ALLOTMENTS COMPARED WITH TOTAL INCOME AND
EXPENDITURES OF LOCAL GOVERNMENTS

Cy 1887

ALLOTMENT  ALLOTMENT

TOTAL TOTAL TO T0 TOTAL
. INCOME  EXPENDITURES TOTAL INCOME EXPENDITU
REGION ALLOTMENT () PW (%) {%)
NCR 414 2938 2,657 14.1 156
I 261 633 59 412 438
I 92 248 195 41.1 472
[ 251 969 936 259 %8
v 388 1,111 1057 9 3.7
v 140 402 392 48 357
Vi 337 694 657 485 513
Vil 2n 674 671 402 404
Vil 207 349 324 593 639
IX 168 306 303 549 55.4
X 213 509 501 418 425
XI 251 573 544 438 46.1
pi] 147 268 288 510 51.0

* Total income = Local tax and non-tax revenues plus atiotments end aid.
Sourca of data:  Local Treasury Operations Division,
Bureau of Local Government Finance,
Department of Finance,
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revenue-raising potential. Rather, they relied too much on national allot-
ments to cover the fiscal gap. For aslong as local governments are ukable
to raise adequate local tax and non-tax revenues, they will continue to be
dependent on (and to some extent, controlled by) the national governthent.

Yoingco and Guevara (1989) claimed thatinstead of stimulatingflocal
governments to raise more tax revenues, the grants have had a substittive
effect. That is, local governments substituted grants for what would have
been higher tax revenues.?® Laureta (1982) later contested Yoinged and
Guevara’s view, believing that intergovernmental transfers do not stibsti-
tute for local tax effort.

The allotment’s impact on regional development can be further
gauged by comparing its magnitude with the regions’ total expenditures.
Table 60 shows that for the year 1987, the allotments covered a substantial
proportion of total expenditures that varied from 16 percent to 64 parcent
across regions. In Regions VI, VIIL, IX, and XII, more than 50 percent of
expenditures depended onallotments. Inthe 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 Units
(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 management of the financial affairs, krans-
actions and operations of LGUs, with the Secretary of Finance s the
supervising agency. Thus, the Department of Finance formulat and
executes fiscal policies affecting LGUs and provides them with policy
guidelines in the preparation of local budgets.

Tn the early stage, the local executive is tasked to prepare the budget
~and to submit it to the legislative council for approval. The local treasurer

?grovincial, city or municipal) then provides technical and staff services to
the Chief Executive in budget preparation, authorization, executiqnand -
accountability. The BP Blg. 337 (Local Government Code) spe_ciﬁcal%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.

3 Hence, to the pre-determined criteria for allocation of grantsand aid (. ., pulation,
land area, and equal distribution) must be added the de facto “need” to fill the fiscal gap in the
regions.
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There are some restrictions in the preparation of local budgets. S#)me
of these constraints are: ‘

1. Mandatory contributions to certain funds: |
a. Aid to government hospitals: five percent to seven percet of
LGU income; ‘ u
b. Aid to Integrated National Police: 18 percent of LGU incoime;
c. Aid to barangays: not less than 500 per barangay.

2. Statutory reserves
a. For unforeseen expenditures: two percentof estimated revénue
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, subsistende of
prisoners, premium payments for insurance of governjpent
properties and others.

Another set of restrictions concerns the actual use of resourceﬁGFor
example, in the case of allotments, the national government requires IGUs
to set aside 20 percent for development projects. ‘

Note that performancebudgeting hasbeen 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 andl ex-
penditure estimates. These personnel often use the incremental budgpting
procedure, which relies on the past year’s level of revenues and expgndi-
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 to prepare 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 government 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 s 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 by the
“notice of cash allocation” (NCA). Unlike the previous scheme, theiNCA
is issued directly by the DBM to the regional offices/units of national
government agencies to ensure that funds allocated to the regions 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 basis. 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, under"gov-
ernment expenditures” in the NCR (where the central offices are usually
located).

On the other hand, the National Accounts Staff of the Ndtional
Statistical Coordination Board (NSCB) combines (a) information én the
regional allotments of expenditures of agencies (which have regional units
that receive their funding at the central office) obtained from the DBM, and
(b) the COA data to arrive at the distribution of government outlaysjbased
on where they are spent.

Thus, while the COA data include outlays to both the departiments
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, Talurism,
Foreign Affairs, and others', benefit the other regions outside the NCR.

Against this backdrop, this section considers two types of rdgional
government expenditures: direct and indirect. Outlays of government
agencies with no regional allotments constitute indirect regional expendi-
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
the other hand, expenditures of agencies providing social services will be
allocated based on the 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 in this
section. This, therefore, calls for a bias index which will measure govern-
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ment expenditureto the different regionsrelative to eachregion’seconomic
contribution. Thisindex is defined as the ratio of government expenditures
inregion j 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 | is recewmg proportionately less sup- .
portfrom 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 both direct 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 Il 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 more 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, IIl 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 Re, Fnonal Government Expenditures The partiality to-
ward the NCR and Regions Il 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, I,
I, 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 Il was 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 II 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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- Table 61
PERCENTAGE DISTRIBUTION OF GOVERNMENT EXPENDITURES ACROSS REGIONS
1977 - 1979; 1983 - 1985 and 1987

1977 1978 1979 1983

REGIONS TOTAL CURRENT CAPITAL TOTAL CURRENT CAPITAL TOTAL CURRENT CAPITAL TOTAL CURRENT CAPITAL
Al 10000 10000 10000 10000 100.00 10000 10000 10000 10000 10000 100.00 100.00
NCR 2323 3046 1282 2280 3099 1039 2384 3410 1094 3986 5968  f2.1f
| 462 571 308 468 555 335 483 58 352 399 427 360

i 763 367 1329 764 373 1355 89 378 1546 670 279 1218
If 1320 835 2043 1263 795 1971 1076 734 1506 1128 499 2008
3% 1346 1133 1642 1334 1148 1615 1275 1053 1554 1227 679 1994
v 552 449 700 533 423 745 578 443 748 427 311 589
Vi 606 798 332 616 785 360 566 701 397 394 47 287
Vil 525 614 397 554 616 460 538 587 477 300 253 367
VIl 452 370 569 455 383 563 465 398 549 326 231 458
X 290 332 230 309 320 280 - 333 347 315 22 198 253
X 443 487 379 445 483 388 424 465 374 284 227 364
X 558 58 520 57 604 538 530 510 554 282 23 3B
Xii 959 408 290 396 407 380 453 387 535 357 228 538
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Tabie 61 icontinued)

1984 1985 1967

REGIONS  TOTAL CURRENT CAPITAL TOTAL CURRENT CAPITAL = TOTAL CURRENT CAPITAL

Al 10000 10000 10000 10000 10000 10000 10000 10000 100.00
NCR 3983 5388 1460 4421 5783 1453 Q41 5283 1700

| 392 423 3.37 397 387 42 447 4.63 4.00
I 3.93 2.76 6.04 3.87 267 647 370 2.85 6.10
] 11.88 507 2356 11.48 467 2632 9.28 517 2080
v 1222 684 2188 11.13 627 217 11.72 699 25.00
v 3.26 3.25 327 29 301 268 340 352 3.05

Vi 4.00 486 247 3.45 425 1.73 422 495 219
Vi 4.14 n 4.80 57 33 4.05 3.74 3.7 3.85
vill 295 294 298 266 2.7 239 3.04 312 280
IX 2.56 265 241 2.22 238 188 218 250 1.2
X 3.89 3.16 5.21 3.18 293 3.73 KLY 3.23 4.15
Xl 309 335 262 281 3.06 2.2 3.28 347 2.76
X 451 3.23 6.80 453 292 8.04 408 34 7.00
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Table 62

BIAS INDEX FOR REGIONAL GOVERNMENT EXPENOITURES

1977 - 1979; 1963 - 1985; and 1987

REGIONS 1977 1978 1979 1983
NCR 078 10z 043 076 104 035 079 113 036 127 180 039
I 122 150 081 125 149 090 123 149 090 099 106 089
[ 273 131 476 262 128 465 314 133 542 233 099 435
] 146 092 222 150 094 234 123 084 172 120 053 244
v 098 083 1.19 091 078 110 090 074 1.0 083 046 135
v 150 12 1% 154 121 204 176 1.3 228 131 0985 181
Vi 068 090 037 073 094 043 070 087 049 052 063 038
vil 078 091 059 082 091 068 075 082 067 045 038 055
VIl 180 147 226 179 151 222 196 188 23 148 105 208
IX 098 112 077 097 103 088 098 102 092 064 058 074
X 092 10t 079 091 099 078 084 092 074 060 048 077
Xl 075 079 070 078 08 073 075 072 078 043 038 054
XN 101 114 081 105 108 101 121 104 148 107 068 161
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Table 62 (continued)

1084 1985 1987
NCR 136 184 050 15 204 05 142 173 056

| 09 102 08 08 086 094 103 107 09

] 138 097 211 142 098 237 162 124 266

I 121 053 245 120 049 275 105 058 234
v 081 045 145 074 041 143 079 047 168
v 099 099 100 08 08 078 108 112 097
Vi 053 064 033 05 061 025 065 076 034
Vi 061 D55 070 053 050 060 05 053 056
Vil 137 13 138 099 103 08 116 119 107
1X 075 077 070 063 068 054 064 073 038
X 076 062 101 05 05 070 064 060 077
Xl 043 046 036 038 042 031 045 047 037
Xl 128 092 194 122 079 217 111 083 1.9

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 investmentsin theseregions, like the damsand 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 favored 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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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;

¢) 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;

¢) Toassure substantive participation innational projects, thenational
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) Torequire consultation with and approval by the LGUs beforeany
national projects or programs will be implemented;

g) Tovestoneachlocal political subdivision the power to implement
a progressive system of taxation;

h) Toincrease 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) Tobroaden thelocal 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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FUTURE PATTERN OF
REGIONAL DEVELOPMENT

his chapter describes the likely pattern of regional develop-
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. Plansaffecting the regional level werealso 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).?

The short-run concern expressed in the MTPDP is the economic
recovery of 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 efficientdevelopmentand
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 Chapter II.
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¢) Support to the implementation of the Comprehensive Agrarian
Reform Program (CARP);
d) Promotion of rural electrification and power tariff rationaliza-
tion;
€) Minimum technical support services.
. Support to Integrated Area Development (IAD)
. Promotion of peace and security.
. Assistance to- low-income communities.
. Pursuit of desirable regional population distribution and patterns
of urbanization.
. Dispersal of industries to the region.
. Strengthening decentralization efforts.
. Implementation of the Regional Development Investment. Pro-
gram (RDIP) and development of regionwide projects.
9. Promotion of optimum and sustained utilization of land and pther
physical resources.

a) Formulation of regional physical framework plans;

b) Rationalization and strengthening of existing institutional or
administrative machineries for land disposition, a_cqui'lition
and regulation;

¢) Conservation of natural resources and protection of the ann-
ronment.

N W

o B e )8

The Plan concretizes its policy statements by drawing up spkcific
target levels and growth rates for four key variables: gross regional doestic
product (GRDP), per capita income, employment and population growth| This
study will review only-the first two variables (Table 63).

‘The regional development policies listed here are translated into
specific programs by the RDCs in coordination with local governmentunits
and different line agencies. The result of the collaboration, the Regional
Development Investment Programs (RDIPs), are then submitted tp the
National Economic and Development Authority (NEDA) for project evalu-
ation, prioritization and programming. NEDA consolidates all RDIPs 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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Table 63
GROSS REGIONAL DOMESTIC PRODUCT TARGETS AND PER CAPITA GRDP:
1988 - 1992
BY REGION
(In million pesos at 1972 prices)

GROSS REGIONAL DOMESTIC PRODUCT TARGETS PER CAPITA GRDP

(In million pesas at 1972 prices) (pesosiworker al 1972 prices)
GROWTH RATES GROWTH RATES
TARGET (in %) TARGET  (in %)
REGION 1988 1992 1988-1992 1988 1992 1988-1992

Philippines 101,856 130,737 644 - 1,735 2,035 407

NCR 30,993 39,100 598 4,099 4,666 3.29
I 4,279 5,249 5.24 1,035 1,179 KK}
il 2,631 3,301 6.55 970 1,138 407
[ 8,648 1,770 8.01 1,472 1,833 558
v 14,647 19,218 703 1,904 2,255 432
Vv 3,204 3,982 486 785 869 257
" 7,561 9,717 647 1,390 1,646 4.32
Vil 7,302 9,444 6.64 1,642 1973 47
Vil 2,425 3,057 5.96 748 878 4.09
IX 3,530 4,497 6.24 1,153 1,350 402
X 5,134 6,591 6.44 1,494 1,736 382
Xi 7,467 9,662 6.65 1,807 2,129 418
X 3,945 5,059 6.42 1,408 1,640 3.89

Note: Preliminary estimales as of June 17, 1988. No breakdown yet for the Cordilera Administrative Region
(CAR).
Sources of basic data: National Statistical Coordination Board (NSCB) for actual 1987; NEDA Regional Offices
for targets, 1988-1992. ,
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DECENTRALIZATION AND PROSPECTS FOR REGIONAL GROWTH

The MTPIP emphasizesregional developmentand recognizes, among
others, a spatial and interpersonal equity. The equity issue has long been
neglected by past industrialization policies, obviously more concerned
with growth and efficiency only. _

Growth without any attempt to improve equity, however, is not
tenable in the long-run because, in one way, it reflects society’s moral
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
remains unanswered.

Thus, the MTPIP is a compromise between the efficiency and equity
objectives of national development policy. It addresses the issue of equity
whenitallocates more funds to the regions by incorporating their respegtive
Regional Development Investment Programs (RDIPs) and adoptihg a
“bottom-up” planning, butonly after evaluating and prioritizing the RDIPs
based on certain economic and social criteria. One of these criteria is
economic profitability.

Spatial equity is promoted in the MTPIP through the distributioh of
physical infrastructure, e.g., energy, roads, and communications, to effect
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 and -
interpersonal equity (see Table 64). However, this should not be construed
asentirely promotingonemore than the other because physical infrastrucrure
expenditures are generally more lumpy and are known to generate exter-
nalities (i.e,, other regions may also bengfit from them) than social infra-
structure expenditures.

The 1989-1992 MTPIP alsoidentifies and defines the financial resoufces
necessary to achieve the MTPDP targets. Sectoral and regional distrjbu-
tions of publicinvestmentare shownin Tables 64 and 65, respectively. The
regional distribution of public investment, excluding those identifiedl as
nationwide and interregional and, therefore, cannot be appropriated fto a
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 publicinvestmentby 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, II, VI) on water resources; two regions (NCR and
CAR) on transportation; one region (X) on industry, trade and tourism; one

172 :


Administrator

Administrator

Administrator

Administrator

Administrator

Administrator


174

TABLE 64
1989 - 1992 MEDIUM TERM PUBLIC INVESTMENT PROGRAM, BY SECTOR

{in percent)
NO.OF TOTAL LATER
PROJECTS 1989 1990 1991 1992 1989-1992  YEARS

Agriculture and agrarian reform 138 4.03 543 10.08 9.30 8.00 647
Environment and natural resources %4 289 400 2.73 3.31 - 300 542
Industry,trade and towism 4 1.17 2.60 3.19 325 3.00 - 1.36
Social 83 6.58 9.82 4.65 502 6.00 3.39
Transportation 142 2439 19.57 21.95 22.78 2200 19.12
Walter resources 108 18.60 20.28 19.82 20.15 20.00 21.18
Social infrastructure 20 492 4.07 3.79 368 400 0.59
Energy, power and electrification 141 33.37 30.05 25.78 24.56 28.00 38.41
Communications 27 258 296 531 6.07 5.00 354
Science and technology 3 - 0.00 0.04 0.04 0.00 0.00
Other projects 20 146 1.16 266 184 2.00 050

TOTAL 817 100 0 100 100 100 100

(P 000) 51507882 76165274 87738610 98848272 314260040 319058925

Source: Public Investment Staff (PIS), NEDA.
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Table 65
MEDIUM TERM PUBLIC INVESTMENT PROGRAM
1989 - 1992
(in percent shares)
REGION 1989 1930 1991 1992 1989-92- LATER YEARS
| - Hocos 141 0.79 0.41 0.65 0.74 245
[l - Cagayan Valley 0.44 0.41 070 - 096 0.67 0.99
il - Cenfral Luzon 457 5.89 7.76 6.34 6.34 790
IV - Southem Tagalog 4.40 7.44 10.20 6.72 7.48 16.68
V - Bicol 344 360 3.38 281 3.26 2.72
Vi - Weslem Visayas 0.23 0.34 0.38 0.44 0.36 243
VIl - Central Visayas 1.65 350 2.29 1.03 208 084
Vil - Eastem Visayas 142 1.72 287 8.10 4.00 9.94
IX - Western Mindanao 017 066 250 1.26 1.28 081
X - Northemn Mindanao 085 1.18 117 1.19 113 1.14
Xl - Southem Mindanao 1.16 1.45 117 1.65 1.39 1.94
XH - Cenfral Mindanao 0.78 1.02 272 369 229 3.43
National Capital 10.33 1.2 7.94 766 9.04 483
Cordillera Autonomous 0.36 0.44 0.70 0.76 0.60 127
Inter-regional 11.97 8.85 10.03 1194 10.66 6.82
Nationwide 56.84 5151 45.78 44.79 48.67 36.53
TOTAL 100.00 100.00 100.00 100.00 100.00 100.00

-51507882 76165274 87738510 98848272 314260040 319058925

HIMOYD TYNOIDES ¥CH SLOAISON] ANV NOLLVZITVEINIOHA

Source: Public investment Staff (PIS), NEDA.




Table 66
REGIONAL DEVELOPMENT PRIORITIES IN PUBLIC INVESTMENT, 1989-1992

{in_perceni)

PRICRITY SECTORS

INTER- NATION-

| i ] v v Vi vt ovin X X X X0 NCR CAR REGIONAL WIDE

Energy, power and elactrification
Water resources

Agriculure and agrarian reform
Environment and nalural resources
Industry, trade and tourism
Transportation

§0.24 €651 4592 4874 4249
21.02
3483
4095
4040

3613 4035 3099

LEAST-PRICRITY SECTORS*

NTER-  NATION-

! H m w v vl vir i X X Xl XN NCR CAR REGIONAL WIDE

Environment and natural resources
Industry, trade and tourism
Transportation

Social

Communications

Science and technology

Orher projects

7(0.08) 7{0.03) 6 {1.58) 9(0.03)

11{0.16) 10{0.11)
057}
10(0.83) w10 8(0.33)

7(6.65) 6(6.53) 6{1.66)

TOTAL (1989-1992)in billion: pesos

2333 2100 19916 23521 10250 1,146 6,550 12565 4,033 3542 4360 7205 28397 1884 33504 152,956

SLL
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s,,: Table 66 {continued)
INTER-
NEGLECTED SECTORS i Il 1] v v vl Vi ovie X X Xl Xl NCA CAR TOTAL REGIONAL
Science and technology 0 0 0 0 0 0 0 ¢ [+ 0 0 0 12 0
Communications 0 0 0 0 0 0 0 1] 0 0 10
Social infrastructure 0 0 0 0 0 0 0 0 8
Agrictture and agrasian reform 0 1
Environment and natural resources - 0 0 2
Industry, frade and tourism 0 0 0 0 4
Transportation 0 Lt
Social ] 0 0 0 4
Water resources H 0 2
Energy, power and electrification 0 4 0 3
GCther projects :
TOTAL 4 4 4 1 4 5 2 6 2 3 4 5 3

Note: Figures outside brackats are rankings and figures inside are pescent shares.
Source of basic data: Public Investment Staff (PIS), NEDA.

HIMOAD TYNOIDTH HO SLOAJS08d ANV NOLLVZITVALNEDEA




Future Pattern of Regional Development

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 high 78 percent of Region V for energy,
- power and electrification. _

The regions neglect science/technology 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 VIII gives 67 percent
ofitstotal fundsto power, energy and electrification, alloting the remaining
23 percent to three 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, theinvestmentsin Regions XI and XII may 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 are connected.
In fact, thereis a proposed 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 NCRreceives only 4.2 percent while RegionII gets
the least (1.5%). The single biggest project is the Tongonan A & B

® One grid means plants located in different areas are connected to each other.
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Table 67
TOP 5 PROPOSED/PIPELINE Pﬁaou:EgTs OF THE MTPIP 1989 - 1962,
BY REGION
TOTAL PROJECT COST % OF
REGION OF TOP FIVE PROJECTS  TOTAL
(000) ‘

| - locos 8,110,946 295

Il - Cagayan Valley 4,138,735 1.50
Il - Central Luzon 23,627,711 859
IV - Southem Tagalog 42,740,449 1554
~ V- Bicol 11,198,696.00 407
VI - Westem Visayas 7,999,878.00 241
VIl - Central Visayas 5,180,622 1.88
Vill - Eastem Visayas 38,007,349 13.82
IX - Westem Mindanao 4,806,198.00 115
X - Northem Mindanao 4,324,031.00 157
XI - Southem Mindanao 4,792,755 174
Xll - Central Mindanao 14,171,048 5.15
National Capital Region 11,691,981 4.95
Inter-regional 13,338,789 445
Cordillera Automomous Region 5,281,272 192
Nationwide 45515427 16.65
TOTAL 244,925 887 89.04

Source: Public Investment Staff (PIS), NEDA

Geothermal plant in Region VIII which will cost P14.7 billion jand be
implemented after 1992. The second biggest is the Luzon Coal D in|Region

IV with a project cost of P12.1 billion. It will also start after 1992.

Interms of the sectoral distribution of public investment (Tabld 64), the
top public investment priority is energy, power and electrificatior|, which
constitutes 28 percentof the 314.3 billion publicinvestment prograrm during
the period 1989-1992. The second priority goes to Transportation (22%) and
the third, to Water Resources (20%). Obviously, Science and Technology

remains neglected.
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Future Pattern of Regional Development

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 MTPIP is 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 MTPIP for 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 III, IV, IX, X, XI, XII) had upward revisions in their public
investment expenditures, varying from a high 263 percent for Region Il to
alow six percent for Region XI. The remaining regions revised their public
investment expenditures downward, with Region IV taking the largest cut
(58%).

Only around 44 percent of planned investment was actually spent in
1987-1988. Three regions (i.e., Regions II, X, and XII) realized more than 90
percent of their planned investment while two regions (i.e., Regions IV and
V1) 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 richand diverse
technical skills. The regions’ wide difference in performance, 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 aspect 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 are the sameaas those adopted by theMTPDP but 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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Table68

ACTUAL PUBLIC INVESTMENT, BY REGION
1987 - 1988
(1) (2} (3) 4 {5) (6) {7) {8)
ACTUAL

REGION PERMTPIP  PROGRAM  RELEASES EXPENDTURES (2M(1)  (4M(1) (4V3) (44(2)
TOTAL 72530.725 66923991 30424499  32127.767 923 443 815 480

CAR 302.805 207243 199026 191573 982 633 963 644
Region | 926522 806.124 478,059 328,891 870 355 688 408
N 219.954 579.447 435273 201245 2634 915 462 347

i 878.607 719.745 606.050 489.448 819 557 808 680

v 4653065  1957.994 1209.608 980834 42.1 211 811 501

v 867.415 995.247 567,589 455014 1147 525  TI4 457

VI 1042.160 910.754 200370 205.786 874 197 1027 228

Vil 1326.428 990.163 796,866 634.284 746 478 796 649
VIt 1163580 869.865 487.193 460,671 748 396 946 530

X 60.918 68.793 40.155 3238 1129 531 806 474

X 924126 1157618 906,546 857113 1253 @7 945 740

Xl 1188.108 1262400 851549 642643 1063 541 755 509

Xi 834.187 917.140 815219 781937 1099 937 99 853
NCR 7645211 5053327 3952344  2967.075 779 388 751 498
Nationwide 50485631  49438.122 27858656  22898.885 979 454 822 463

Note: (1) 1o {4) are in P milkons; (5) to (7} are in percent.
Source: Project Monitoring Staff, NEDA.
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There is no explicit regional development policy embodied in the
PAP. However, under “Part IV - Program and Policy Priorities, A.2h
Demonstration Areas and Projects,” the PAP identifies five special devel-
opmenit projects (SDPs)—pilot activities which will demonstrate to foreign
donors that the government is committed to alleviate poverty and generate
employment. This may be considered as the PAP’s regional program. The

_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);
¢) 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 preparedness (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.In the 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 alleviation,
Itislocated in Samar Island in Region VIII. Its specific objectives are: (a) to
provide immediate assistance to identified families, particularly those in
the bottom30 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 a P1billion investment requirement for 1990-1991 (Appendix G.1).
-Atpresent, there are 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, P1.1 billion worthof ongoing and 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) of 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)
¢) 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 backbone of
SIDP: the Samar Island Development and Management Institute, and the
Samar Enterprise Development Institute. The former will help byild up
local capability for community organizing efforts, while the latter will
assist the development of indigenous enterprises.

To provide direction, coordination, and supervision over thejimple-
mentation of SIDP, EO 398 (April 1990) established the Samar |Island
Development Project Office (SIDPO). The SIDPO is run by a seven-man
governing board: three governors of Samar Island, the Calbayag City
mayor, two private sector representatives and an executive director of the
program management unit, all appointed by the President.

The CALABAR SDP

CALABAR SDP is composed of four contiguous provinces namely:
Cavite, Laguna, Batangas and Rizal, all in Region IV. The project aims to
create an alternative industrial center that will disperse industries away
fromthe NCR. Its main attraction isits proximity to the capital region and
the fact that Region IV benefits from the phenomenon called agglomeration
economies. .

Although established primarily for industrial development, the
CALABAR SDP also incorporates within its design and strategy the role
of agricultural development and of social cultural institutions. Its project
components in Appendix G.3 show the government’s massive support 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 the most ambitious. It has
provisions, among others, for mass low cost housing and a rail liti\e, and
allots P5.8 billion for power generationand distribution, the singlelargest
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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 mainand 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 Cotabatol/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
ILIIL, IV, 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. Its specific 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 are farmers, fishermen, upland settlers and urban slum
dwellers. The participation of the private sector and non-government
offices is sought to supplement governmentaassrstance

The fourth component, i.e,, the Buayan Aifpert 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
developmentof the PHIVIDEC Industrial Estate (P669 million). 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

183



DECENTRALIZATION AND PROSPECTS FOR REGIONAIL GROWTH

years to prepare the people for the project and the effects of accelerated
agro-industrial development. It will benefit 34 out of 80 barangays in
Cagayan de Oro City and 84 barangays in the municipalities of Misamis
Oriental. The Area Development Planning Project (P10.3 million) consti-
tutes the fourth component. _ _

Funding for this SDP will come from various sources: PAP loan
facility and support projects, line agencies such as the Department of
Transportation and Communications (DOTC), Local Water Utilities
(LWUA) and Philippine Industrial Authority (PIA), the World Bank, and
Italian and Korean governments. Provided plans push through, the Italian
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 last two
components are under project preparation.

The Panay Island SDP

The Panay Island SDP in Region VI has four major components,
namely: the regional agro-industrial center (RAIC); the district agro-
industrial centers (DAIC); poverty alleviation through micro-enferprise
programs; and the ecological balance program. It hasa total investment
requirement of about P492 million from 1990 to 1992 (Appendix G.6), 48

‘percent of which is unprogrammed. While the programmed amount is
funded by the General Appropriations Act, the unprogrammed partion is
to be funded by the Philippine government and the Official Development
Assistance. _

Among the four components, the RAIC entails the biggestinvéstment
cost. Itis seenas the center of Panay’s agro-industrial development and the
site of medium- to large-scale factories processing and manufacturing
agricultural, fishery, forestry and mining products. The private sector will
initiate the development of on-site component, while the govetnment
provides the off-site infrastructure facilities such asair and seaports, power
and water supply and roads.

The second component, the DAIC, is envisioned to further disperse
agro-industrial developmentinPanay. It catersmainly to cottage and small-
scale enterprises. Government support is given through equity lending,
thereby providing, if notimproving, accessibility of small enterprises to
the formal capital market. Lending programs will be directed to four
industries, namely: metal working and fabrication; food processing; ce-
ramics; and gifts/toys and housewares.
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The third component is designed to alleviate poverty and has two
programs: building the capability of non-government development or-
ganization (NGDO) and the Tidong sa Tao Self-Employment program (TST-
SELA).* The first program is designed to allow NGDOs to help people
organizeincome generating projects; thesecond programisa financial and
technical assistance package intended for the establishment and develop-
ment of micro-enterprises.

The ecological balance program, the only one of its kind in the five
SDPsof the PAP, has three sub-programs, namely: resource management
and allocation, resource replenishment/maintenance and pollution con-
trol and management. In 1990 and 1991, two of these maintenance projects
will beimplemented. These are the research /information/communication
project and the community-based monitoring project.

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
particularemphasisare themajor programs that havedirect 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 theregionallevel. Itaims
(a) to raise the incomes and living standards of poor, small-scale producers
in the rural areas, particularly upland farmers, forest occupants and

¥ See Section D of Chapter [1 for a related discussion on the TST-SELA Program.
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artisan fishermen; (b) to improve the management of the region’s forest,
upland and marine resources by arresting their rapid degradation and
improving this resource base; and (c) to reinforce the government’s plan to
increase administrative and budgetary autonomy in facilitating regional
development and creating more effective mechanisms for development
programs. !
The following are the major technical components of the project:

1. Upland Agriculture. This component addresses the problems of
declxmngproduchvnty and rural poverty caused by continuing degradation
of the region’s natural resources. It aims to increase productivity of upland
farms, toimplementcommunity-based resourcemanagementand to increase
the capacity and capability of LGUs and RLA’s to plan, implement and
support community-based resource management projects.

2. Nearshore Fisheries. The Nearshore Fisheries component addrésses
the problems of declining productivity and rural poverty caused by the
continuing degradation of the region’s natural resources, specifically its
coastal areas. Itaims (a) to establish and allocate user’srights to an extensive
systemof artificial reefs; (b) to establish effective coral reef management; (c)
to replant and manage existing mangrove timberlands and allocate user’s
rights to these areas; (d) to strengthen participating regional line agencies;
and (e) to undertake special related studies and general surveys as bases of
replication.

3. Social Forestry (SF). The SF component addresses the problems of
declining productivity and rural poverty caused by the continuing degra-
dation of the region’s natural resources. It is designed (a) to ameliorate the
living conditions of rural poor families occupying government timberTand
by creating employment and increasing income; (b) to conserve forests by
stopping further destruction of logged-over areas; (¢) to increase wood
supplies and arrest soil erosion by implementing reforestation and to
develop through “hands-on” experience a forest-management appréoach
based on labor-intensive, smallholder operations that can be replicated
nationwide.

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 and strengthen 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 1984 and 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%
¢) 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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2. Nearshore fisheries

a) Project coverage (No. of barangays) - 84%
b) Targetted beneficiaries (No.) - 122.1%
¢) AR clusters construction (No.) - 60.7%
d) Mangrove reforestation (Ha ) - 86%
¢) Coral reef management (Ha ) - 68.8%
3. Social forestry :
a) Agroforestry farms developed (ha - 120.3%
4. Infrastructure ‘
a) New road construction - 62.1%
b) Roadsimprovement - 70.7%
¢) Trail construction ‘ - 29.2%
d) Water supply - 38.1%

There are several lessons learned from the CVRP experience. First,
local immersion can hasten the transfer of technology and community
participation in all aspects of planning and implementation. Second, simple
but appropriate technologies can meet real needs in the barangay. Certain
technologies introduced were readily accepted due to their familiarity,
simplicity, flexibility, adaptability to traditional work group situations,
thus, did not entail additional burden. And third, the devolution of many
decision-making power and financial control to thesitelevel greatly facilitates
the development process.

USAID Projects

USAID, on the other hand, has funded many projectsin the country,
some of which have implications on regional development. This report,
however, discusses only the lessons learned from two USAID-funded
projects, namely the Bicol River Basin Development Program (BRBDP)and
the Local Resource Management (LRM) Project.®

The BRBDP is one of the first few pilot projects on integrated area
development (IAD) in the Philippines and has been used as a case study on
the application and refinement of an IAD strategy. Its objectives are: to
rural families’ per capita income, agricultural productivity and employment
opportunities for the majority of farm population; to provide for a more
equitable distribution of wealth; and to promote agro-industrial and in-
dustrial development in the area.

% These are culled from an external report prepared by the Asian Institute of Journalism
(1988) and from briefing materials of the World Bank.

¥ Note that in the case of the BRBDP, there were other donors such as ADB and EEC.
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The first few 1ADs, 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 IAD 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 IAD programs (objectives,
activities and participating agencies) and what the existing management
systems can effectively manage. Itis, 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 IAD 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. Inflexibleand 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 IAD 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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The project is an institution-building program designed to re-orient
local governments to the needs of the rural poor. On the long term, itaims
to promote greater self-reliance, productive employment, and real income
among members of this disadvantaged group.

The LRM concept supports the government’s efforts to achieve a
bottom-up, decentralized and optimally responsive planning and services
delivery system. To operationalize the concept, LRM clients are provided
with technical assistance, research, and training, enabling them to effectively
undertake poverty-focused planning, community organizing, entrepre-
neurship, and project development and management.

The projectalso provides funding assistance for anti-poverty projects.
This is in the form of the Provincial Subproject Fund (PSF) that is admin-
istered by the provincial governments, and the Community Projects Funds
(CPF), which is managed by private volunteer organizations. To date, the
project has released P15,124,792.00 for a total of 39 support infrastructure
and livelihood subprojects. Also, P4,299,732.42 in CPF has also been
released to assist the livelihood efforts of 958 members of LRM's 135
organized poverty groups.

Now in its last year of operation, the project is in the process of setting
upsystems, proceduresand structures that would institutionalize successful
LRM learnings in the regions concerned. In the end, the LRM will leave
behind functional local development councils engaged in poverty-focused
planning; functional and self-reliant people’s organizations and non-gov-
ernmentorganizations which will assistin the project’sexpansionactivities.

The project is also producing training and community organization
manuals aimed at helping non-LRM areas to cost-effectively replicate the
LRM planning and community organizing processes on their own.

Again, thereare lessons to be learned from this project. First, the LRM
projectis too complex. Multiple objectives, a large numberof organizational
participants, and excessive reporting requirements, combined with tradi-
tional bureaucratic constraints, all have hindered innovation and learning,
and reduced the project’s impact. o

Second, -decentralization, one of the goals, was not fully realized.
NEDA and USAID have retained an inordinate degree of control over key
decisions and actions, yet neither is involved in project implementation.
Thus, organizational and management responsibilities need to be simpli-
fied and decentralized so that the project can generate direct and measur-
able impact on rural beneficiaries. This calls for the assignment of respon-
sibility at lower levels. Also, the performance disbursement system devel-
oped for LRM as implemented through the Municipal Development Fund
(MDP) is a significant step toward matching incentives with project
objectives and has contributed to the development of participants’ strategic
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planning capability. The concept may be changed, refined or redesigned to
link incentives with institutional behavior.

Third, experimental, learning-oriented projectsare susceptibleto 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
mechanisms 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
farmers’ 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 support services to
increase production yields; and (d) All the implementing parties should
engage in close consultation with farmer-benefiaries and involve them in
the construction of such facilities.

Daoao 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 frorm 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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eficiaries and staff of the irrigation scheme at all levels have a positive
impacton cost recovery, increased agricultural production and community
development.

Pulangi River Irrigation Project. The Pulangi River Irrigation project
aimed to increase paddy production and improve farm incomes and to
prepare feasibility studies for priority irrigation projects in Mindanao.

The project was partially successful. In the course of its implementa-
tion, the following lessons were drawn: (a) The use of an appropriate
technology and design incorporating local conditions are needed to
increase irrigation effectiveness and agricultural production; and (b) The
development of communal irrigation systems in conjunction with major
systems will improve the economic outcome of composite projects.

Tarlac-Santa Rosa and Feeder Project. The objectives of the Tarlac-Santa
Rosa project were to provide (a) an all-weather road and well-constructed
feeder roads so that the population living within the road influence area
will have year round access to markets; and (b) better inter-provincial and
national transportation capability.

The project was generally successful. The need for complementary
investment in agriculture which will lead to increased production and
marketable surpluses was pointed out. Consequently, the markets should
be able to absorb increased production. The need for a feeder road network
to facilitate the transport of agricultural products in the road influence area
has also been noted.

Cotabato Port Development Project. The Cotabato Port Development
Project aimed to develop a port and related facilities at the city’s Polloc
harbor.

The project was partially successful. The utilization of project facilities
at the time the post-evaluation was conducted was disappointing because
the hinterland traffic has been diverted to competing ports on historical
rather than economic grounds. The government should have been re-
quested to adopt appropriate measures that will generate traffic for the
port. In general, the results suggest that an integrated transport system
scheme, rather than a composite of separate plans exclusively for each port,
must be adopted.

Provincial Cities Water Supply Project. The project was created to
provide the most economical, safe, reliable, piped water supplies for the
water districts of Misamis Occidental, Butuan City, Zamboanga City,
Camarines Norte and Cebu.
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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 beneficiariesin 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 VISAYAS REGIONS

TOWARD A BALANCED REGIONAL DEVELOPMENT

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 theimbalance, the government designed
a regional development program wherein the various parts of the country
weredelineated intospecific plannmg and administrative regions.* Asnoted
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 first Five
YearRegional Development Plans for CY 1978-82. Plans for Regions VI, VII,
and VIII were 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
Visayasarea had a combined economic growth targetof 7.4 percent per year
from 1978 to 1982. Because of its very low starting per capita 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
growthat 6.3 percentonly. Region VIThad a target growthrate of 8.1 percent
per yearin the same period. The national target was 7.7 percent growth rate
per year (Table 69).

¥ This was discussed in greater detail in Chapter II.
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Table 69
GRDP PLAN TARGET BY REGION 1978 - 1982
(In million pesos at constant 1972 prices)
|
ANNUAL
REGION 1978 1982 GROWTH RATE
Region VI 8,196 10,467 6.3
Region VII - 52N 7,201 8.1
Region VIl 2,833 4035 9.2
Visayas 16,300 21,703 74
Philippines 83,250 112214 17

Sourca: NEDA Regional Offices No. 6, 7 and 8.
Five-Year Rogional Development Plans, 1978-1982.

The Plans included investment programs for the economic, socigl and
infrastructure development of each region. Most important among these
investments were those ininfrastructure wherein a total of P26.3 billion was
released throughout the country from 1982 - 1987 (Table 70). Of these, P21

needs of the Visayas area. From this amount given to the Visayas
43 percent went to Region VI, 37 percent to Region VIII, and there:
20 percent to Region VIL

higher rate of 4.4 percent per year (Table 71) despite little support fr
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 declined
from 18.1 percent in 1978 to 17.7 percent at the end of 1982. Despite the low
economic growth rate of the Visayas as compared to the national perform-
ance, its per capita GRDP as a fraction of the national per capita GRDP
slightly increased from 77.2 percent in 1978 to 77.4 percent in 1982 due to
a lower annual population growth rate,

The period 1978-1979 saw an annual increase of 6.5 percent 1}n the
Visayas economy, slightly higher than the national growth rate th 6.3
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Table 70
FUND RELEASES FOR INFRASTRUCTURE DEVELOPMENT BY REGION
1976 - 1982
(in milion pesos)
PUBLIC WORKS GEN. APPROPRIATIONS TOTAL

REGION ACT ACT RELEASES
Region VI 1,165.90 260.70 1,435.60
1.23 5.53 6.84
Region VI 408.70 248.70 65740
253 5.10 313
Region VI 823.10 432.70 1,255.80
511 8.86 598
Visayas 2397.70 951.10 348580
14.87 19.49 1595
AN regions 16,121.20 4,880.90 21,002.10
100.00 100.00 100.00

Nationwide/Inter-
regional 4535.20 773.70 5,308.90
TOTAL 20,656.40 5,654.60 26,311.00

Source: Department of Budget and Management,

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 ¢rops brought 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 govemment. As a consequence, the per
capita GRDP for the Visayas grew annually by 2.0 percent only, from 1,395
in 1978 (at 1972 prices) to 1,508 in 1982.
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Table 71
GROSS REGIONAL DOMESTIC PRODUCT, 1978 - 1982
(In million pesos at constant 1972 prices)

ANNUAL PER CAPITA

GROWTH RATE GDP

REGION 1978 1982 197882 1978 1982
Region VI 708460 821820 378 161600 1,728.00
8.60 8.30 89.40 88.70
Region VII 586590 696980 441 161300 1,764.00
7.10 7.00 89:20 90.50
Region VIl 204340 233670 342 750.00 803.00
250 2.40 4150 420
Visayas 1499400 1752470 398  1,395.00 1,5073.00
18.10 1770 7720 40
Philppines  82,783,931.00 9899970 460 180800 1,9;3.00
100.00 100.00 100.00 100.00

Source; National Statistical Coordination Board.
Gross Regional Domestic Product Summary
(Link Series: 1975-1984),

The Period of Turmoil: 1982-1985

The first half of the 1980s was the most trying months for the country.
Greatly dependent on imported oil, the Philippines continued to blegd as
more funds meant to finance infrastructure and other socio-econpmic
development programs were now used for oil importation. Worse, foreign
funds in terms of grants, loans or investments now came in trickles. At 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 terms of
trade deteriorated, thus contributing to the continued economic slump
from 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 df the
1980s with a dismal performance. As of 1985, its average family ingome
was equivalent to 69.4 percent of the national average. Also, its poverty
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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
1985, 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 had 548,000 and 398,000 poor households, respec-
tively.

The Recovery Period: 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.
ThePlanintended 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 inagriculture 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; theimplementation
of the Local Resource Management Projectin Regions VIto Region VIII; the
continuationof theSamarand 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

® This was also discussed in Chapters Il and VI.
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the continued expansion and improvement of local infrastructuresrthat will
help expand agro-industrial activities. |
Over the years 1987 to 1989, the Visayas continued to receive |ess than
its expected proportionate share in the national budget* but
attain a creditable performance. From a level of P16.6 billion |(at 1972
. prices) in 1987, its combined GRDP increased by 5.7 percent annually
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, grow1 by 7.7
percent annually.
As a consequence of the improvement in the overall perfo ce of
the Visayas area, average family income increased in real terms by 18.4
percent from 1985 to 1988. More importantly, its overall poverty incidence
declined from 71 percent in 1985 to 59 percent in 1988. This means that a

Table 72 :
GROSS REGIONAL DOMESTIC PRODUCT
~ 1987- 1989
(In million pesos at 1972 prices)

ANNUAL GROWTH RATE
REGION 1987 1988 1989 1987-88 198889 198789

Region VI 661780 690990 721490 446 441 443
6.90 6.80 6.70 ‘

Region Vii 700240 753080  8,127.40 755 792 1.73

7.30 740 1.60

Region VIl - 297660 3,086.10  3,185.30 3.68 3.21 3.45
3.10 3.00 3.00

Visayas 1659380 1752680 1852760 562 5N 5.67

1740 170 17.20

Philippines 9548280 10139820 10746660 620 598 6.09
) 100.00 100.00 100.00

Source: National Statistical Coordination Board,
Regioral Accounts of the Philippines, 1987 % 1989,

¥ This was confirmed by the analysis of percentage distribution and bias index for
regional government expenditures (Tables 61 and 62).

200



PlansmdPer[onmaofﬂ!Viwynschiaus

total of 185,200 households received incomes above the poverty line dunng
the indicated period.

" Thus, the Visayas area was on the road to recovery by 1989. Its per
capita GRDPincreased from P1,289 (at 1972 prices)in 1987 to P'1,384 by 1989.
Note that the 1989 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 VIII also 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 Developrnent 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.

For the initial preparation of the RDIP, Region VIl waschosenas a pilot
region. Based on the existing regional development plan and using the
concept of the Integrated Area Development (IAD), the government
prepared the first Five-Year RDIP for Region VII for CY 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 were time-bound and location-specific.

Asexperienced initially by Region VIl and 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 IAD 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, orlocal,
national or foreign sources.

¥ See Chapters Il and VI for a related discussion on RDIP and IAD.
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Implementation Method and Limitations

To facilitate implementation, all the projects listed in the RDIP were
classified under certain sectors and sub-sectors. They were also identifi
according to their implementing agency, since every agency was d
responsible for its projects. Concerned regional offices were then requi
to include the RDIP in the preparation of their respective regional offi
budgetand present these budget to the RDC in a hearing before submitting
them to their respective central regional offices in Manila. ‘-

The system, however, had limitations. First, not all the identifi
projects included in the RDIP qualified for implementation by government
agency, such as the case of projects that were multi-sectoral in characterand
therefore required multi-agency participation. Other projects simply could
not be categorized under any of the approved or authorized lines jof
programs and projects for implementation by the different government
agencies.® '

Second, almost all government agencies were already busy imple-
menting the regular programs and projects that were prepared at the
national level. These regular programs and projects already consum
most of their respective budget and occupied most of their manpower, thus
giving many of the locally and regionally identified programs and projects
lesser chances of being implemented.

The question, therefore, was how to implement the RDIPs. Part of the
answer was for the region to package a set of programs and projects that
were multi-sectoral and cut across all provinces in the region, and could
prepared and submitted for foreign assistance. Again, Region VIl wasu
as the pilot area.

The end-product of the ensuing exercise was the preparation of the
Central Visayas Regional Projects (CVRP) which had two major components:
the rural component or CVRP-Iand the urban component or CVRP-II. With
the completion of the project preparation for Region VII, two other regions,
Region ITand Region X, were to follow. The rest were to be considered later
on.

To date, however, only the CVRP-I has been successfully packa
and implemented with funding from the World Bank. The project was
started in 1984 and supposed to end in 1989, but because of the inadequate
. amountof funding released ints first three years, the project failed to t
its target by the end of the year. The project was thus given up to 1991 o
complete. Meanwhile, the CVRP-II loan negotiation with the World Bank
was aborted following the institution of the new government in 1986. Its

* This was discussed in greater detail in Chapter II.
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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-I was renamed
the Metro Cebu Development Project (MCDP).

Under this new arrangement two packages of projects had been
prepared: the MCDP I and MCDP 11, both funded by OECF under 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 OECF under the 17th Yen Loan

Program.
Impact of the RDIP

It is 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
agenciesin theregionasin the case of single agency projects, orimplemented
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 V1], the Local Resource Management (LRM) project in Regions VI
and VIII, and the rural electrification program carried outin all 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 perennial lack of 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. It was assumed that the changes in the level of the GRDP and
the other related measures were the end-product of all activitieseitherdone

¥ Details about CVRP, IAD and LRM projects were discussed in Section D of Chapter VI.
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or not done in the Visayas as well as of the disturbances from wimin and
without the area.

METRO CEBU EXPERIENCE

The Metro Cebu Area

about 1,543,486 by year 2000, withanannual growthrateof 2.2
1990 to 2000.

~ Metro Cebu is strategically located Its good harbor facilities it
easily accessible to all kinds of vessels servicing other islands of the Visayas,
Mindanao and the port of Manila for domestic trade and the restof 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 further expanded. Now, it is
directly connected with all the airports in the Visayas, Mindanao,
and some of the cities in other countries.

The airport has also contributed to the development of the
export processing zone. Atpresent, the zone has 29 firms producing ious
light but valuable exportable products such as watches and el
components. More firms are coming in or already under construction
within the zone. In fact, almost all of its 119 hectares are already

Within the metropohs, business, commercial and industrial tab—
lishments are concentrated in Cebu City. Toward the North is M
City, haven of locally owned small-and medium-scaleindustries
for both domesticand export markets. The known exports from theareaare
the Cebu rattan furnitures, handicrafts, and fashion accessories and stone-
craft products. The area is also known for seaweeds processing.

Most of the business and commercial firms in Cebu City are seryicing
not only the local populace but the commercial traders and busi
from other islands in the Visayas and Mindanao regions as well. ue
City, on theother hand, links with the rest of the Visayasand Mindanao for
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trade because of its need for raw materials such 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 exporting. These large
direct exporters, on the other hand, sub-contract small producers.

Someoftheselocalaportmdustnesbﬂusdayaresullaffectedby
the vagaries of world demand for their seasonal and fashion-oriented
products. The same changing world demand pattern affects the industries
at the export processing zone in Mactan.

Major Export Products

The following are the major export items from Metro Cebu and their
corresponding export values (In $ million FOB):

Item 1987 1988 1989
Electronic watches 76.78 92.16 20.03
Rattan furniture 66.07 86.78 31.34
Copper concentrates 13.76 6343  360.90
Semiconductor 35.95 37.78 5.08
Marine production 30.04 37.76 25.68
Handicraft 15.77 21.75 3797
Raw sugar 29.27 1856  -36.60
Coconut oil 3324 2129  -3596
Buri furniture 12.46 12.97 413
Foodstuff - 671 12.01 79.00
Shellcraft 11.95 11.84 -0.92
Stone furniture 236 10.32 337.61
Cocoshell charcoal 6.89 7.82 1350
Wooden furniture/ components  3.19 720 12581
Footwear 597 544 8.75
Garments 1.72 441 156.83
- Copra solvent 6.09 3.74 -38.55
Copra 6.02 276  -54.19
Lumber 3.67 3.05 -16.87
Amonium Nitrate 349 3.64 4.28
Molasses 3.27 3.96 20.95
Dehydrated fruits - 115 -
Dolomite ore 2.37 2.96 2473
Basketwares 1.35 263 9545
Abaca fiber 2,66 253 -4.65
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Because many of these are export-oriented, they did not suffer 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 was not
drastic, Cebu’s production was not adversely hampered. In contrast, most
of the firms in Metro Manila were oriented toward the local market.
Therefore, when the country experienced an economic bust which jnvari-
ably translates into falling real incomes and increased cost of production,
the Metro Manila-based firms are immediately hurt.

In fact, the nature of Metro Cebu’s economy and its linkage with the
restof the Visayas and Mindanao both made Region VII the fastest gtowing
region when economic recovery started in 1987 and 1988. For example,
while Region VII grew by 7.5 percent in 1988 and by another 7.9 percent
in 1989, the source of growth actually came from Metro Cebu through its
construction activities and other service and commercial activities, as well
as through its export-oriented manufacturing sector. In fact, until 1989,
Region VII's growth was buoyed by the expansion of commercial, indus-
trial and commercial activities in the Metro Cebu area.

Growtn Indicators

Thefollowing areimportant indicators of Metro Cebu’s develgpment
in the last three years:

Indicators 1987 1988 1989
BIR Collection (PM) 861.1 11056 1,675.1
Customs Collection (P) 448.3 6140 1,071.0

Equity of BOI registered firms (P)* 158.0 850.0  2,149.0
Initial capital for new firms applying

for 41 business names (P) 321.6 531.1 1.0
Paid up capital of firms '

registered with SEC (PM)* 670, 1454  199.9
Exports (US$ M) 3444 4565  488.9%
Imports (US$ M) 723.2 1,179.6 1,141.4
No. of firms MEPZ Cebu 10 16 29
MEPZ investments (PM) 4.5 518 '570
Foreign tourist arrival 99,279 110,185 13(1,194

% Data includes whole region but most of the firms are located in Metro Ceblj area.
! Excluding fourth quarter exports of Mactan International Airport.
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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-hectare golf course in uptown Cebu
into a new business-commercial 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;

¢) The approval of the transfer of Lahug Airport General Aviation
service to MactanIsland, thus paving the way for the development
of more areas for commercial 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) Theresumptionof 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 (MCDPI 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 drawingboard 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;

¢) 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
Current Problems and Issues

The specter of poverty continues to hound the Visayas. While gnly
49.5 percent of the nation’s total households fell below the poverty line, the
rate was 59 percent in the Visayas region. The greatest concentration of the
bottom 30 percent of the country’s population is also found in the area.

The Visayas is inadequately served with infrastructure support and
social services facilities as indicated by its low road-population ratio,
population ratio, books-pupil ratio, and lack of electrification services and
potable water supply. The recurring typhoons in Region VIII compounded
these problems. Any attempt to integrate economic activities and
infrastructure/utilities and social services facilities to Region VIII is ham-
pered because the area is separated into islands.

Other pmblems include forest dermdauon, soil erosxon, and des

for Region VIII; the high level of underemployment and seasonahty of rural
labor; and the continuing bias of the national budget against the Visayas

regions.

Proposed Development Strategy

The socio-economic future of the Visayas regions depends on t
basic factors. These are: (a) the extent through which the three regions|are
able to overcome their natural and man-made limitations; (b) the degree to
which each of the three regions can fully use its distinctive capabilities and
comparative advantages; and (c) the extent to which the Visayas area jcan
achieve integration at three levels: (i) the local economy, into a unified
regional economy; (ii) the three regional economies of Regions VI, VII and
VIII, into a unified Visayas economy; (iii) and the linkage of the Visayas
economy with the rest of the country and the world.

At the first level, each of the three regions is required to overcome its
specific regional constraints. In Region VI, its heavy dependence on
sugarcane, which is almost a monocrop, in one of its provinces; in Region
VII, it is its high man-land ratio and the destruction/overuse of its scarce
land, forest, and fishery resources; and in Region VIII, itis the lack of basic
rural and social infrastructures and the absence of a strategic industry asits
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 region has to identify its own distinc-
tivecapabilitiesand comparativeadvantagesand 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, itsricharable 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 togetherand 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 scaleas well as the call for area specialization. For
example, local and regional officials should 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
onmajor issues, such as whereand whento 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 makmg 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 national
economic system. For example, will the Cebu-lligan-Cagayan de Oro
triangle be the center of future industrial-commercial activities in Sputhemn
Philippines and act as a counterbalance to Metro Manila? What wi
rest of Visayas and Mindanao do? How can the developments i Luzon
and Metro Manila be complemented by those in the Visayasand Mindanao?
While the regional officials in the Visayas have no effective contrgl in this
level of policy decisionmaking, it will be useful if indications or directions
from the top are relayed to the regions in advance.
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POSSIBLE AREAS
FOR ASSISTANCE

his chapter suggests some areas where assistance can be
accorded 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 respectiveregional primary sectors. Thisis 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 firmns, especially large ones, are still
attracted to the NCR and its adjacent 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 lack of 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 gtowing
labor force.

The development of the NCR has spilled to the adjacent regions,
particularly Region IV. Because this region has advanced in its growth,
development projects like the CALABAR should perhaps be reviewed. It
may be worthwhile to reallocate resources intended for the development of
the CALABAR area to Region VII or Region XI. Redirecting the propject 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 torelax regulations on bank entry and branching (e.g., removal of the
requirement thatbanks purchase a certainamount of government se¢urities
for every branch opened, ending the moratorium on the granting of a
commercial banking license, etc.) is a welcome development. In fact, the
reforms have already produced some positive results. Banks—indluding
rural banks—arenow intensively mobilizing depositsrather thandepending
on the Central Banks’ rediscounting window, as they used to do in the past
when cheaprediscounting policy was pursued by the Central Bank (Lamberte
and Relampagos 1990). The reduction in the functional differences hmong
various bank categories has also improved competition. Banks became
more innovative to survive.

Meanwhile, proposals to strengthen the supervisory and examination
capability must be supported to prevent fraud (World Bank Report 1988).
This will further improve the people’s confidence in the banking systemand
facilitate the banks’ task of mobilizing deposits.

At present, there are threats of policy reversals from the leglslatlve
branch. For instance, several bills that recommend the reimposition of
interest rate ceilings have been filed in Congress. Another bill proposes to
create Regional Universal Banks (RUBs) as an answer to the problem on the
flow of funds from rural areas to urban centers, specifically in the NCR.
However, incentives such as lower intermediation taxes, rediscounting
pnvnleges with government banks, higher single borrower’s limit, hlgher
maximum amount of insured deposits, etc., to be granted to RUBs wiill give
them unfair advantages over the existing thrift banks and rural banks. Thus,
policies along these lines will only continue to segment the fihancial
markets and stifle competition. Policy reversals should be resisted.

Special credit programs, on the other hand, also need to be reviewed.
Although most of themcarry themarket rates, they remain small, fragmented,

-uncoordinated and grossly overlap each other. Moreover, the bigger ones,
like IGLF and GFSME, tend to allocate more of their loanable funds to
regions, such as NCR and Region IV, that have been considerably favored
by 6ther macroeconomic policies. Perhaps the government should slowly
move away from direct lending programs and concentrate instéad on
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Possible Areas for Assistance

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.

(¢) Most of the projects in the rural areas will certainly benefit from
astrong 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.

INSTITUTIONAL 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
human resources. This is one area where training and technical assistance
can be provided. The assistance envisioned should include the following
components:

# |GLFis really not a credit guaratee program since almost all of its funds are used for
on-lending, Although a significant proportion of its resources are used for its guarantee
program, GFSME also heavily engages itself in direct lending activities.
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Policy Framework

a)

b

<)

d)

Local governments should be given greater and more autonomy
in exercising initiative, making decisions; and taking action in the
conduct of community affairs.

The national government shall deconcentrate®® more of its opera-
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, departments and
other national offices with field operations will: i) adopt a more
common form and rate of regionalization for their field units; ii)
delegate more substantial and administrative authority to their
regional offices and field services, including the autharity to
initiate identification of programs and projects; iii) earmark an
increasingly greater proportion of their budgets for regional
operations and provide for more direct budgetary releases to
regional and field offices; and iv) decentralize decisionmaking
and deploy more of their financial resources, manpower, and
other resources to the regions so as to facilitate transactions with
field units, local governments, and nongovernmental groups. The
General Appropriations Act for succeeding years should include

-detailed regional and local breakdowns of agency budgets.

The RDCs and the LDCs should ensure the adoption of the bottom-
upapproachin the planning process. TheRDC must set theditection
of the region’s economic and social development. It must also
adhere to prescribed planning documents such as the AIP and
coordinate with LDCs to guarantee consistency between the local
development plans, and the regional plans and priorities.

The RDC, granted with substantial functions, powers and respon-
sibilities by EO 308, should strengthen the coordinative nature of
the regional development process and use the new regional
structure specified in the Order. The relationship that exists be-
tween the legislative and-the executive branches of the govern-
ment should be replicated at the regional level. That is, the RDC
should optimize the presence of congressmen in the RCA by
consulting the assembly on major policies, programs, and projects
planned for the region.

** This concept was discussed in Chapter IL..
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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
contmuously beupgraded and honed to give such groups greater capabilities
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 rmay be handled by a local training institution
with some assistance from foreign experts, if required.

Acguisition 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 MOBILIZATION

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
multilaterals 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, training
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 be 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:

215



DECENTRALIZATION AND PROSPECTS FOR REGIONAL GROWTH

Real Property and Local Taxes

In the area of real property taxation, the following specific me‘asures
may be considered:* '

a) Review theexemptionsenumerated in theReal Property TaL< Code

to broaden the taxable base of the property tax.

b) Provide local units with greater flexibility in setting the tax rates
by allowing a wider range between the minimum and imum
ceilings. To date, only provinces and municipalities impaose the
maximum rates allowed under the law.

With respect to the taxing and other revenue-raising powers of local
governments under the Local Tax Code, the following recommendations
may be considered:

) Rationalize the taxing powers of local governmentsby assigning to

them functional taxes. Functional taxes refer to those taxeswhich
LGUs can effectively impose and collect revenues from. For this to
takeeffect, there mustbe an identifiable tax base for everylocal tax.

d) Review the revenue sharing system with primary consid¢ration
given to the functions and responsibilities of local gov nts.

e) Allow local governments to set their own tax rates in contrast to
the present practice where rates have been fixed at a certain
amount or percentage.

f) Simplify the schedule of business tax rates based on the income
classification of local government units.

A review of statutory obligations imposed on LGUs is also eeded
since these erode local revenues. Among these are: (i) mandatory contri-
bution to the Integrated National Police (PD 623); (ii) remittance of alien
registration fee and livestock development fee; and (jii) contribution to
legal research fund. :

With respect to local tax administration, the following mePsures
should be considered: !

8 Undertake tax mapping operations or cadastral surveys which are

critical for effective real property tax enforcement.

h) Adoptamoreaggressiveapproach to taxcollection by: (i) applying
the legal remedies allowed by law to collect delinquent taxes; (ii)
developing more efficient record management that will facilitate
monitoring of tax compliance; and (iii) conducting information
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 Tax 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)

b)

©)

The present allotment scheme consisting of: the regular internal -
revenue allotment provided for under PD 144 as 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 (RA No. 6642) are unduly fragmented.
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 project basis in accordance with
LOI 636. '

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 liter of 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 LOI 636.

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 recommendations:

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 integrated with
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the regular allotments.® The national government has to consult
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, a counter-
partor equivalent allotment may be given. In this way, the local tax
effort becomes a component of the formula for dlstnbutlon of

. allotments. . .

¢) Abolishallmandatory contributions to the national government to
improve the local governments’ financial condition. At present,
thenational governmentrequirescertain (mandatory) contribytions
from the LGUs but, in turn, bestows on them grants and aids to
cover the local fiscal gap. This roundabout way of suppl ting
LGU resources can be eliminated or avoided once such resources
are efficientlyallocated. Forexample, based onthe 1989 preli ry
figures, the mandatory contributions to the Integrated National
Police by LGUs was P215 million.* Hence, what is the financial
implication of this proposal? It is the revenues foregone of at|least
P215 million annually.

On Local Budgeting

Obviously, there is a need to streamline the budgeting process. The
first task will be to install an efficient administrative machinery. The LGUs
will also have to negotiate with the national government for a removal of
many major restrictions on thelocal budgeting process. Because LGUshave
a clearer perspective on development needs in their areas, they can provide
more realistic budgets.

REGIONAL AND SECTORAL FOCUS OF ASSISTANCE

Giving the LGUs more responsibility to mobilize and allocate re-
sources will certainly benefitall regions in the end. However, it will benefit
the economically ad vanced regions which used tobe favored by government
policies and programs more than the lagging ones because the former

 This has not yet been accomplished in the 1990 budget.

 Unfortunately, data on aid to government hospitals and to barangays could not ’yei 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 gréater government intervention to help lagging regions catch up
with the more progressive areas.

Based on the previous analysis, Regions V, VIII, and VI ranked lowest
in terms of the levels of their development relative to other regions.
Interestingly, Region VII ranked ninth among the 13 regions and, together
with Region V], consistently obtained lower bias index for reglonal 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 indirecting the assistance to the Visayas
regions. First, among the five regions with the lowestlevel of development,
three come from the Visayasarea. Thus, the assistance is needed to address
their underdevelopment. Second, the Visayas has a lead region, i.e., Region
VII, that can 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 VIl is 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 III-Region IV 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 interconnection 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; _

¢) 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 connecung
Cebu Island with Mactan Island.

. Rural upliftment and development

a). Completion of rural water supply requirements and promo-
. tion of sanitation. An example of projects in this area is the
Australian (grant) Funded 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 Devel-
opment Projects in Bohol and Samar; the Local Resource Man-
agement Project in Region VIII and to Region VI, the Central
Visayas Regional Project I - Rural Component, and the Cebu
Upland Project—are of different versions;

¢) Completion of rural electrification;

d) More programs on local natural resources' management con-
servation and rehabilitation which will take off from the
experiencesof the World Bank-funded Central Visayas Regjonal
Project; and

e. Agro-forestry and reforestation.

. For agro-industrial development

a) Establishment of provincial and/or district level peoplels in-
dustrial centers in areas where processing plants exist along
with necessary facilities and infrastructure to help increase
agricultural production and rural development; and

b) Improvement of local road and transport networks ing
agricultural production areas to link the latter with pr. ing
centers and urban settlements.



APPENDICES

Appendix A
FISCAL INCENTIVES GRANTED BY INDUSTRIAL ESTATE AUTHORITIES

EXPORT PROCESSING ZONE
AUTHORITY

1. Net operating loss carry-over
2. Accelerated depreciation
3. Exemption of capital equipment, raw
materials and supplies from custom
duties and internal revenue and
local taxes
Exemption from export tax
Exemption from local taxes and
licenses, except real estate taxes
6. Exemption from contractor's tax
7. Exemption from wharfage dues
8. Exemption from real property tax of
export production equipment or
machineries
9. Deduction of labor-fraining expenses
10. Deduction of organizational and
pre-operating expenses
11. Tax credit in taxes paid on supplies
and raw materials

bl o

PHIVIDEC INDUSTRIAL AUTHORITY

1. Exemption of capital equipment, raw
malerials and supplies from custom
duties and internal revenue and local
taxes

2. Exemption from local taxes and
license

3. Exemption from wharfage duties

4. BOI's incentives if qualified for
promotion under its law

Sourco: Export Processing Zone Authority, BOL
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Appendix B
METHODOLOGICAL NOTES

The use of standardizing scores is a very useful statistical trial in comparing and
combining two or more different data sets. To amive at a standard score, we uge the
formula:

Z, = X-X

(10) + 50
S

N
]

where: standard score

X, = indicator raw score of a region
X = sample mean
S = standard deviation where

5 <[ nn- 1]

For each region, the average standard score is determined by taking the sifndard
score on each of the indicator, adding these and dividing by 2. In symbols,

2+ 1

2
where: Z, = slandard score on indicator 1
Z, = standard score on indicator 2

(Please refer 10 Section D of Chapter il.)
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Appendix C
GROSS DOMESTIC PRODUCT, BY INDUSTRIAL ORIGIN
1975 to 1988 (shares in %)
1. THE PHILIPPINES

INDUSTRY 1975 1980 1985 1938

1. AGRI., FISHERY, FORESTRY 268 256 202 273
a Agricultural crops 165 164 183 162

b. Livesiock & poultry a7 38 52 56

¢. Fishery 47 42 49 48

d. Forestry 18 15 08 0.7

2. INDUSTRY 341 362 23 27
a. Mining and quarrying 21 24 20 1.6

b. Manufacturing 253 250 240 248

¢. Construction 58 77 47 44

d. Eleclricity, gas, water 09 1.0 16 20

3. SERVICE SECTOR 391 383 386 400
a. Transportation 53 52 55 55

b. Trade 128 132 156 156

¢. Finance and housing 78 7.7 48 62

d. Other services 133 122 126 127
GROSS DOMESTIC. PRODUCT 100.0 100.0 100.1 100.0

2. THE NATIONAL CAPITAL REGION

INDUSTRY 1975 1980 1985 1988

1. AGRI, FISHERY, FORESTRY 00 00 00 00
a. Agricultural crops 0.0 0.0 0.0 0.0

b. Livestock & poultry 0.0 0.0 0.0 0.0

c. Fishery 0.0 0.0 0.0 00

d. Forestry 00 00 0.0 0.0

2. INDUSTRY 509 522 514 474
a. Mining and quarying 0.0 0.0 00 0.0

b. Manufaciuring a7 420 418 377

¢. Construction 73 83 66 58

d. Electricty, gas, water 19 19 30 39

3. SERVICE SECTOR 49.1 478 486 526
a Ti 68 70 80 79

b. Trade 96 99 136 13.3

¢. Finance and housing 100 113 47 9.0

d. Other services 228 19.6 23 224
GROSS REGIONAL DOMESTIC PRODUCT 100.0 1000 100.0 100.0

Sourca: National Statistical Coordination Board s of January 1889.
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Appendix G (continued)
3. REGION |
INDUSTRY 1975 1980 1985
1. AGRI, FISHERY, FORESTRY 370 372 469
a. Agricultural crops 284 25 340
b. Livestock & poultry 6.0 49 105
c. Fishery 24 19 22
d. Forestry 0.3 09 03
2. INDUSTRY 249 246 192
a. Mining and quanying 146 1.7 6.9
b. Manufacturing 54 6.4 74
¢. Construction 43 55 35
d: Electricity, gas, water 05 09 15
3. SERVICE SECTOR 381 382 339
a. Transportation 53 52 48
b. Trade 92 104 104
¢. Finance and housing 102 9.1 68
d. Other services 134 1386 19

GROSS REGIONAL DOMESTIC PRODUCT 1000 1000 999

4. REGION I _

INDUSTRY 1975 190 1985 1988

1. AGRI, FISHERY, FORESTRY 50.2 441 570 1
a. Agricultural crops 370 295 396 .7

b. Livesiock & poultry 59 5.0 104 119

c. Fishery 08 06 07 8
d. Forestry 65 89 6.3 7
2. INDUSTRY 16.0 258 106 1.3
a. Mining and quarrying 0.0 0.3 1.3 8

b. Manulacturing 47 43 31 0
¢. Construction 1.0 208 54 6
d. Electricity, gas, water 03 0.4 08 9
3. SERVICE SECTOR 338 301 323 6
a. Transportation 21 17 19 0
b. Trade 131 114 13.0 131

¢. Finance and housing 8.1 6.6 6.0 7

d. Other services 105 10.7 115 118
GROSS REGIONAL DOMESTIC PRODUCT 1000 1000 1000 1000

Source: National Statistical Coordination Board as of January 1969
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Appendix C (continued)
5. REGION i
INDUSTRY 1975 1980 1985 1988
1. AGRI, FISHERY, FORESTRY 289 268 29.1 285
a. Agricultural crops 180 158 180 166
b. Livestock & poultry IA| 9.1 88 93
c. Fishery 29 18 23 26
d. Forestry 09 00 0.0 0.0
2. INDUSTRY 344 370 349 348
a. Mining and quarrying 15 29 24 15
b. Manufacturing 263 25.1 230 246
¢. Construction 59 79 78 6.6
d. Eledtricity, gas, water 07 1.0 1.7 21
3. SERVICE SECTOR 367 3.2 36.0 36.7
a. Transportation 51 47 50 5.0
b. Trade 164 174 184 186
¢. Finance and housing 6.7 6.1 47 51
d. Other services 84 82 80 8.1
GROSS REGIONAL DOMESTIC PRODUCT 100.0 100.0 100.0 99.9
6. REGION IV
INDUSTRY 1975 1980 1985 1988
1. AGRI, FISHERY, FORESTRY 302 277 303 297
a. Agricultural crops 145 131 151 130
b. Livestock & poultry 79 92 9.4 109
¢. Fishery 69 49 55 55
d. Forestry 09 0.4 03 03
2. INDUSTRY 396 416 370 392
a. Mining and quarrying 22 32 15 12
b. Manufacturing 311 200 206 324
¢. Construction 6.0 9.0 52 48
d. Electricty, gas, water 0.3 04 07 0.7
3. SERVICE SECTOR 303 307 327 311
a. Transportation 56 58 64 6.1
b. Trade 13 128 181 15.1
¢. Finance and housing 6.4 6.0 43 40
d. Qther services 69 6.1 6.0 59
GROSS REGIONAL DOMESTIC PRODUCT 100.1 1000 1000 1000

Sourca: National Statistical Coordination Board as of January 1989,
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Appendix C (continued)
7. REGION V
INDUSTRY 1975 1980 1985 ‘ '988
1. AGRI, FISHERY, FORESTRY 503 529, 586 552
a.. Agricultural crops 329 339 339 292
b. Livestock & poultry 45 30 71 86
¢. Fishery 211 154 174 174
d. Forestry 08 06 0.1 0.0
2. INDUSTRY 94 145 88 99
a. Mining and quanying 02 03 0.7 12
b. Manufacturing 28 26 26 32
¢. Construction 57 10.7 43 38
d. Electriolly, gas, water 0.7 08 13 16
3.. SERVICE SECTOR N3 326 26 350
a. Transportation 34 35 as 40
b. Trade 70 76 88 99
c. Finance and housing 85 83 68 74
d. Other services 124 13.2 132 137
GROSS REGIONAL DOMESTIC PRODUCT 100.0 1000 1000 1000
8. REGION VI
INDUSTRY 1975 1980 1985 . 1988
1. AGRI, FISHERY, FORESTRY 45 392 422 423
a. Agricultyral crops. 280 2756 243 230
b. Livestock & poultry 32 40 77 85
c. Fishery 127 70 10.1 108
d. Forestry 06 07 00 00
2. INDUSTRY 25.7 276 212 17.2
a. Mining and quarmying 21 13 25 40
b. Manufacturing 210 216 155 102
¢. Construction . 23 43 23 22
d. Electricity, gas, water 03 04 09 09
3. SERVICE SECTOR 208 n 366 405
a. Transportation 23 24 27 30
b. Trade 145 16.6 195 214
¢. Finance and housing 53 53 44 5.1
d. Other services - 77 89 99 109
GROSS REGIONAL DOMESTIC PRODUCT 100.0 999 1000 1000

Source: National Statistical Coordination Board as of January 1989.

226



Administrator


Administrator

Administrator

Administrator

Administrator

Administrator

Administrator


Appendix C (continued)
9.  REGION VI
INDUSTRY 1975 1980 1985 1988
1. AGRL, FISHERY, FORESTRY 242 234 232 218
a. Agricultural crops 120 107 89 8.1
b. Livestock & poultry 75 59 69 65
¢. Fishery 43 6.6 74 72
d. Forestry 05 02 00 0.0
‘2. INDUSTRY 29.7 H2 305 318
a. Mining and quanying 103 1.3 82 72
b. Manutaciuring 15.1 16.7 186 209
¢. Construction 38 56 26 26
d. Bleclriciy, gas, water 06 06 11 1.1
3. SERVICE SECTOR 4560 424 463 464
a Transportation 72 65 64 6.1
b. Trade 27 205 257 266
¢. Finance and housing 53 5.1 39 42
d. Other services 108 103 104 95
GROSS REGIONAL DOMESTIC PRODUCT 999 1000 1000 999
10. REGION ViII
INDUSTRY 1975 1980 1985 1988
1. AGRI, FISHERY, FORESTRY 530 538 592 585
a. Agricultural crops 335 338 363 338
b. Livestock & poultry a7 36 64 82
¢. Fishery 139 137 152 152
d. Forestry 19 28 21 15
2. INDUSTRY 166 142 96 102
a. Mining and quarrying 44 07 24 03
b. Manutacturing 34 33 27 45
¢. Construction 85 94 33 36
'd Eleciricity, gas, water 03 08 13 1.7
3. SERVICE SECTOR ' 304 319 312 313
a T 31 33 2.7 2.7
b. Trade 65 76 80 75
¢. Finance and housing 96 9.0 85 88
d. Other services 11 1214 121 123
GROSS REGIONAL DOMESTIC PRODUCT 100.0 999 1000 1000

Saurca: National Statistical Coordination Board as of January 1989,
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Appendix C (continued)
Il. REGION IX
~ INDUSTRY 1975 1980 195 1988
1. AGRI, FISHERY, FORESTRY 489 5.1 647 625
a. Agricultural crops 29.1 29 264 255
b. Livestock & poultry 47 26 51 | 5.2
¢. Fishery 93 202 312 305
d. Forestry 58 45 20 13
2. INDUSTRY 1.0 97 69 92
- a. Mining and quarrying 11 0.3 04 0.7
b. Manufacturing 47 35 46 6.6
¢. Construction 48 55 16 16
d. Electricity, gas, water 03 03 04 03
3. SERVICE SECTOR 402 3.2 284 283
a. Transportation 87 6.7 55 56
b. Trade 122 105 10.1 95
¢. Finance and housing 9.0 6.3 55 57
d. Other services 103 7.7 74 76
GROSS REGIONAL DOMESTIC PRODUCT 100.1 1000 1000 1000
12. REGION X
INDUSTRY 1975 1980 1985 (1988
1. AGRL, FISHERY, FORESTRY 412 398 443 405
a. Agricultural crops 248 300 350 311
b. Livestock & poultry 42 22 48 50
c. Fishery 5.7 1.3 14 13
d. Forestry 65 6.3 31 32
2. INDUSTRY 211 248 230 274
a. Mining and quarrying 086 49 39 08
b. Manufacturing 15.0 132 154 232
¢. Construction 5.1 59 25 22
d._ Electricity, gas, water 04 08 12 1.3
3. SERVICE SECTOR 378 353 327 322
a. Transportation 31 25 21 1.8
" b. Trade 19.0 19.7 195 197
c. Finance and housing 6.7 5.1 39 a9
d. Other services 90 80 72 6.8
GROSS REGIONAL DOMESTIC PRODUCT 100.1 100.0 999 b9

Source: National Statistice! Coordination Board as of January 1989.
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Appendix C (continued)
13. REGION X
INDUSTRY 1975 1980 1985 1988
1. AGRI,, FISHERY, FORESTRY 460 436 497 465
a. Agricuttural crops 294 332 415 373
b. Livestock & poultry 29 27 40 47
c. Fishery 30 13 13 13
d. Forestry 107 63 29 32
2. INDUSTRY 165 194 154 186
a Mining and quarrying 0.0 1.0 19 14
b. Manufacturing 113 1341 1.1 141
¢. Construction 5.0 51 20 24
d. Electricity, gas, water 02 02 04 07
3. SERVICE SECTOR 375 370 349 349
a. Transportation 44 44 4.1 40
b. Trade 204 205 207 210
¢. Finance and housing 53 47 38 36
d. Other services 75 73 66 63
GROSS REGIONAL DOMESTIC PRODUCT 1000 1000 999 1001
14, REGION XII
INDUSTRY 1975 1980 1985 1988
1. AGRI, FISHERY, FORESTRY 55.1 51.3 576 536
a. Agricultural crops 460 454 445 409
b. Livestock & poultry 27 20 48 5.0
¢. Fishery 20 6.4 68 63
d. Forestry 43 34 18 14
2. INDUSTRY 19.2 208 200 264
a. Mining and quanrying 0.1 0.1 02 02
b. Manufaciuring 153 138 146 210
¢. Construction 32 58 40 39
d. Electricily, gas, waler 06 10 13 1.3
3. SERVICE SECTOH 57 219 23 200
a. Transportation 27 22 20 18
b. Trade 85 69 80 6.8
¢. Finance and housing 70 54 48 45
d. Other services 74 74 75 69
GROSS REGIONAL DOMESTIC PRODUCT 1000 1000 1000 1000

Source: National Statistical Coordination Board as of January 1989,
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Appendix D
AVERAGE ANNUAL GROWTH RATES OF

GROSS DOMESTIC PRODUCT, BY INDUSTRIAL ORIGIN

1. THE PHILIPPINES

g

INDUSTRY 1081495 108648 107588
1. AGRI., FISHERY, FORESTRY 51 16 12 N 32
a. Agricultural crops 56 16 -16 29
b. Livestock & poultry 6.1 47 83 6.1
¢. Fishery 39 17 ‘30 32
d. Forestry 18 -127 26 47
2. INDUSTRY 72 47 80 27
a. Mining and quanying 87 =52 16 08
b. Manufacturing 58 =27 74 29
¢. Construction 118 =152 139 09
d. Electricity, gas, water 84 9.0 77 92
3. SERVICE SECTOR 56 -14 66 32
a._ Transporiation 58 -04 44 33
b. Trade . 6.7 25 52 46
¢. Finance and housing 58  -121 132 13
d. Other services 43 -12 64 27
GROSS DOMESTIC PRODUCT 6.0 -17 55 | 3
' 1
2. THE NATIONAL CAPITAL REGION
INDUSTRY 197580 198185 198688 197588
1. AGRI., FISHERY, FORESTRY 0.0 0.0 00 0.0
a. Agricultural crops 0.0 0.0 00 0.0
b. Livestock & poultry 00 0.0 0.0 00
¢. Fishery 0.0 00 00 0.0
d. Forestry 00 0.0 0.0 0.0
2. INDUSTRY 6.6 -39 70 23
a. Mining and quarrying 00 00 0.0 0.0
b. Manufacturing 62 =35 51 2.1
¢. Construction 88 99 19.1 1.1
d. Electricity, gas, water 58 82 92 84
3. SERVICE SECTOR 55 -29 92 34
a. Transporiation 6.7 =01 53 40
b. Trade 68 38 51 54
¢. Finance and housing 85 22 230 21
d. Other setvices 31 =07 84 27
GROSS REGIONAL DOMESTIC PRODUCT 6.1 -34 8.1 - 29

Source: National Statistical Coordination Board as of January 1989.
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Appendix D (continued)
3. REGION |
INDUSTRY 1975-80 1981-85 1986-88 1975-88
1. AGRI, FISHERY, FORESTRY 46 61 -03 48
a Agricultural crops 52 40 =33 42
b. Livestock & poultry 08 17.3 8.8 8.0
¢. Fishery 0.6 26 36 20
d. Forestry 201 180 39 1.0
2. INDUSTRY 43 43 58 33
a. Mining and quarrying 0.0 -4 = 09 =30
b. . Manufacluring 79 33 41 08
¢. Construction 96 -108 210 36

d. Electricity, gas, water

3. SERVICE SECTOR
a. Transportation
b. Trade
¢. Finance and housing
d. Other services

161 1.1 48 110

45 =0.5 48 - 26
38 0.7 5.2 3.0
6.9 26 38 44
241 =38 6.1 0.6
438 -1.4 47 25

d. Electricity, gas, water

3. SERVICE SECTOR
a. Transportation
b. Trade
¢. Finance and housing
d. Other services

GROSS REGIONAL DOMESTIC PRODUCT

GROSS REGIONAL DOMESTIC PRODUCT 45 15 28 37
4, REGION Il
INDUSTRY 1975-80 1981-85 1986-88 1975-88
1. AGRI, FISHERY, FORESTRY 4.7 45 14 30
a. Agricultural crops 28 5.2 =09 26
b. Livestock & poultry 42 19 87 7.7
t. Fishery 1.3 1.0 39 1.7
d. Foreshy 13.8 =70 30 -20
2. INDUSTRY 168 -259 10.8 -04
a. Mining and quarrying 4.1 09 63.4 240
b. Manufacturing 5.6 -10.5 114 11
¢. Construction 200 -366 76 =30

146 111 -0.2 115

50 -1.3 33 22
25 0.6 490 1.7
40 11 1.2 23
32 -5.0 6.5 09
17 2.0 37 32

13 -28 30 23

Sourca: National Statistical Coordination Board as of January 1989,
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Appendix D (continued)
5. REGION Il
INDUSTRY 197560 198185 1986-88 (197588
1. AGRI., FISHERY, FORESTRY 44 =01 32 28
a. Agricultural crops 33 14 09 23
b. Livestock & poultry 110 =35 84 50
¢. Fishery =37 33 12 20
d. Forestry -574  -512 4.1 =20
2. INDUSTRY 73 45 79 30
a. Mining and quarrying 193 =75 207 27
b. Manufaciuring 49 -26 133 24
¢. Construction 120 -10.7 -09 38
d. Eleciricity, gas, water 12.5 114 64 113
3. SERVICE SECTOR 56 -09 59 29
a. Transportation 42 0.1 31 26
b, Trade 68 09 70 39
¢. Finance and housing 40 -63 6.7 0.7
d. Other services 54 -2.1 46 26
GROSS REGIONAL DOMESTIC PRODUCT 59 =20 58 n 29
6. REGIONIV
INDUSTRY 197580 198185 198688 (197588
1. AGRI,, FISHERY, FORESTRY 40 09 23 33
a. Agricultural crops 38 21 =22 26
b. Livestock & poultry 88 -1.1 79 59
c. Fishery 11 18 30 16
d. Forestry -85 54 28 52
2. INDUSTRY 6.7 -29 70 33
a. Mining and quanrying 134 =91 -93 -14
b. Manufaciuring 43 0.1 69 37
¢. Construction 140 -15.2 129 18
d. Electricity, gas, water 135 101 44 109
3, SERVICE SECTOR 6.0 12 39 36
a. Transpottation 6.5 13 30 40
b. Trade 82 49 34 56
¢. Finance and housing 43 6.7 62 02
d. Other services 3 -14 49 ‘ 22
GROSS REGIONAL DOMESTIC PRODUCT 5.7 -05 46

34

Source: National Statistical Coordination Board as of January 1989,
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Appendix D (continued)

7. REGION V
INDUSTRY 197560 198185 198688 197588
1, AGRI, FISHERY, FORESTRY 31 27 -0.1 18
a Agricultural crops 6.0 16 -39 1.4
b. Livestock & poultry -27 145 82 73
¢. Fishery -09 19 29 09
d. Forestry 00 408 74 %2
2. INDUSTRY 140 142 149 27
a. Mining and quanying 149 -93 227 163
b. Manufacturing 42 -25 16.1 34
c. Construction 178 -0 150 -0.7
d. Electriciy, gas, water 89 74 8.1 89
3. SERVICE SECTOR 62 -03 56 32
a. Transportation 58 05 41 35
b. Trade 68 49 8.1 49
¢. Finance and housing 49 4.1 55 12
d. Other services 6.7 -1.6 44 a1
GROSS REGIONAL DOMESTIC PRODUCT 54 03 32 23
8. REGION Vi
INDUSTRY 197580 1981-85 198688 1975-88
1. AGRL, FISHERY, FORESTRY 09 -19 25 02
a. Agricultural crops 30 -8.0 05 -0.9
b. Livestock & poultry 79 10.0 78 82
¢. Fishery -84 37 31 -06
d. Forestry 62 -1862 21 -56.1
2. INDUSTRY 48  -120 12 -25
a. Mining and quarrying -3 -14 05 55
b. Manufacturing 39 125 02 50
¢. Construction 16.1 214 105 02
d. Eleciricty, gas, water 79 1.1 -06 78
3. SERVICE SECTOR 55 -16 74 30
a. Transporiation 40 06 58 28
b. Trade 60 02 80 36
¢. Finance and housing 35 -1.0 89 04
d. Other services 6.3 -19 6.0 a3
GROSS REGIONAL DOMESTIC PRODUCT 34 43 42 06

Source: National Statistical Coordination Board as of January 1989.
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Appendix D (continued) -
9. REGION VIl
INDUSTRY 107580 196185 108648 197588
1. AGRI, FISHERY, FORESTRY 70 -14 29 8
a. Agricultural crops ' 54 -39 -09 6
b. Livestock & poultry 29 13 77 4
c. Fishery 16.2 03 32 6
d. Forestry -54 378 33 -154
2. INDUSTRY 104 6.5 103 A
a. Mining and quarrying 95 -121 123 8
b. Manufacturing 96 -05 9.0 Al
¢. Construction 155  -231 169 6
d. Eleclricity, gas, water 79 1.5 6.7 .7
3. SERVICE SECTOR 6.0 06 64 36
a. Transportation 54 29 47 2.3
b. Trade 586 25 75 4.8
c. Finance and housing 6.6 -16 10.1 1.7
d. Other services 6.8 -30 32 2.6
GROSS REGIONAL DOMESTIC PRODUCT 77 -27 6.8 36
10. REGION VIli
INDUSTRY 197580 1981-85 1986-88 197588
1, AGRL, FISHERY, FORESTRY 38 25 0.2 26
a. Agricultural crops 37 29 -25 1.9
b. Livestock & poultry 29 9.7 6.8 80
¢. Fishery 32 1.0 30 25
d. Forestry 109 -23 07 02
2. INDUSTRY 05 -100 86 +19
a. Mining and quarrying -2 332 43 -80
b. Manufacturing 30 -56 74 40
¢. Construction 55 -264 201 4.7
d. Electricity, gas, water 29 9.6 81 55
3. SERVICE SECTOR 45 -12 30 2.1
a. Transportation 4.7 48 25 08
b. Trade 64 0.7 18 29
c. Finance and housing 23 23 46 12
d. Other services 5.2 0.7 26 26
GROSS REGIONAL DOMESTIC PRODUCT 35 -02 18 18

Source: National Statistical Coordination Board as of January 1989.
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Appendix D (continued)
11.  REGION IX
INDUSTRY 197580 1981-85 193688 1975-88
1. AGRI., FISHERY, FORESTRY 148 09 06 74
a. Agricultural crops 62 -02 -38 42
b. Livestock & pouttry -06 1.9 89 6.1
¢. Fishery 339 1.7 33 144
d. Forestry 59 142 09 6.0
2. INDUSTRY 86 -89 76 39
" a Mining and quanying -14 52 714 16
b. Manufacturing 52 73 48. 78
c. Construction 138 -3 6.7 -34
d. Electricity, gas, waler 62 5.1 -12 54
3. SERVICE SECTOR 59 -18 27 25
a. Transportation 59 —4.2 32 18
b. Trade 8.0 -04 03 33
¢. Finance and housing 40 -35 53 1.7
d. Other services 5.1 -06 34 29
GROSS REGIONAL DOMESTIC PRODUCT 11.0 07 18 52
12. REGION X
INDUSTRY 197580 198185 198688 197588
1. AGRI., FISHERY, FORESTRY 8.1 20 04 50
a Agricultural crops 126 21 22 68
b. Livestock & poultry -4.1 166 85 64
c. Fishery -21.1 22 28 54
d. Forestry 81 116 31 -05
2. INDUSTRY 121 13 16.1 74
a Mining and quarrying 509 121 77 54
b. ( 6.3 49 175 85
¢. Construction "9 -217 120 -1.2
d. Electricity, gas, water 215 101 42 139
3. SERVICE SECTOR 74 07 49 39
a. Transportalion 48 -3.0 1.7 11
b. Trade 95 09 53 54
£, Finance and housing 312 -56 6.1 09
d. Other services 64 -15 38 29
GROSS REGKONAL DOMESTIC PRODUCT 87 09 54 5.1

Source: National Statistical Coordination Board as of January 1989,
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Appendix D (continued)
13. REGION XI
INDUSTRY 1975-80 1981-85 198688 1975-88
1. AGRI., FISHERY, FORESTRY 38 47 04 35
a. Agricultural crops 73 6.6 -1.0 53
b. Livestock & poultry 34 73 10.0 71
c. Fishery -109 02 29 -30
d. Foresity -57  -137 30 -59
2. INDUSTRY 8.1 -3.1 134 44
a. Mining and quamying 715 435 -63 316
b. Manufaciuring 79 =27 136 52
c. Construction 54 204 262 -22
d. Electricity, gas, water 6.3 169 194 135
3. SERVICE SECTOR 46 0.1 35 29
a. Transportation 50 =06 36 2.7
b. Trade 50 19 38 37
c. Finance and housing 26 =54 51 05
d. Other services 43 -13 1.7 21
GROSS REGIONAL DOMESTIC PRODUCT 49 17 37 34
14. REGION XII
INDUSTRY 197580 1981-85 1986-88 197588
1. AGRI., FISHERY, FORESTRY 9.1 08 00 40
a. Agricultural crops 8.0 05 -16 33
b. Livestock & pouliry - 29 179 99 9.0
¢. Fishery ns -0.1 28 130
d. Forestry 34 -154 13 47
2. INDUSTRY 98 04 131 6.7
a. Mining and quarrying 148 =27 355 101
b. Manufacturing. 6.2 31 147 6.7
c. Construction 203  -108 94 58
d. Electricity, gas, water 168 37 =12 96
3. SERVICE SECTOR 51 -07 28 23
a. Transportation 38 24 16 12
b. Trade 41 25 08 25
c. Finance and housing 30 =38 45 0.7
d. Other services 85 -15 a9 37
GROSS REGIONAL DOMESTIC PRODUCT 83 02 37 42

' Source: National Statistical Coordination Board as of January 1989,
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Appendix E
REGIONAL SHARES TO SECTORAL GROSS VALUE ADDED
AND TO GROSS DOMESTIC PRODUCT
(In percent)
1. 1975

SECTORS GDP

REGIONS I I ]
NCR 0.0 47.2 396 316
| 56 30 40 4.1
il 5.0 1.2 23 26
n 9.0 84 78 83
v 15.8 16.3 109 14.0
v 78 10 28 35
vi 155 74 71 93
Vil 6.2 59 8.0 68
vill 54 13 21 27
IX 47 08 2.7 26
X 65 26 4.1 4.2
X 115 32 6.4 6.7
Xli 70 19 22 3.2
TOTAL 1000 99 100.0 99.8

2. 1980

SECTORS ' GDP

REGIONS I I I
NCR 0.0 458 395 3.7
I 55 26 38 38
i 49 20 22 28
n 8.7 84 78 83
v 15.0 159 1.1 138
v 70 14 29 34
\'[ 125 6.2 71 8.2
Vil 6.8 70 8.2 74
Vil 51 10 20 24
IX 77 09 2.7 33
X 75 33 44 48
Xl 108 34 6.1 63
Xl 8.6 22 22 38
TOTAL 100.1 100.1 100.0 1000
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Appendix E (continued)
3. 1985
SECTORS GDP
REGIONS | ] ]
NCR 00 472 374 27
| 12 27 - 39 45
] 5.2 0.9 22 26
i 85 - 9.2 8.0 85
v 149 165 122 144
vV 70 1.0 29 35
Vi 106 48 70 73
Vil 56 6.6 84 70
vill 5.1 08 20 25
IX 80 08 27 38
X ’ 8.1 38 45 - 54
X 122 34 65 74
Xil 1.7 24 23 39
TOTAL 100.1. 100.1 . 1000 100.0
4. 1988
SECTORS GDP
REGIONS | ] ]
NCR 0.0 46 405 2038
| 70 3.2 37 B ¥}
I 438 08 20 24
il 85 8.7 75 8.1
v 160 176 14 147
vV 65 10 28 32
Vi 105 36 69 68
Vil 58 71 85 73
Vil 50 0.7 18 23
IX 79 10 24 34
X 8.1 46 44 55
Xl ' 120 40 6.2 71
Xi 78 3.2 20 40
TOTAL ‘ 9.9 100.1 100.1 -100.0

Note: Data in this appendix are discussed in Chapler IV.



Appendix F
TECHNICAL NOTES ON STRUCTURAL CONSTRAINTS

1. CLIMATE

The Philippine climate is mamcterizeq,by uniformity of temperature, diversity of
rainfall, high humidity, low solar radiation and frequency of
a) Temperature. Temperature differences in the armlpelago are slight (26 C
to 28 C).
b) Rainfall. There are generally two pronounced seasons: wet and dry. The
rainfall is classified as follows:
i) Type L. Two pronounced seasons: One dry from November i April, the
other wet during the rest of the year.
ii) Type ll. No dry seasons, but with a very pronounced maximum rain
period from November to January.
iy Type lll. Seasons not very pronounced, relatively dry from Névember to
April and wet during the rest of the year. Maximum rain periods are not
very pronounced with the dry season lasting only from one b three
months.
iv) Type IV. Rainfall is more or less evenly distributed throughout the year.

2. WATER RESOURCES

Sources of water supply can be classified as surface water or groundwaler.

The 19761mentoryofwﬂaoewahrslwwsﬂntﬂ1eeounuyrasamu1
principal river basins, 59 lakes and numerous individual streams. Total annual water
run-off in the river basin is estimated at about 454,291 million cubic meters.

The country's groundwater storage is estimated at 261,775 million cubic meters
with gross inflow of around 66,197 million cubic meter per year in 1980.

3. TOPOGRAPHY

The archipelago has a complex and diversified temrain. Coastal plains, valleys,
rolling uplands and plateaus are found in all of the main islands. Numerous mountain
ranges divide the islands into small walersheds with usual short rivers.

The distribution of the land mass can be classified according 1o its slope. Slope
is considered one of the basic indicators of land use potential.

The first category is the 0 to 8 to 18 percent slope, or flat lands. These are
imgable and highly suitable for agricultural urban and industrial, and other related
uses.

The second category is the 8 %o 18 percent slope, referring to the upland re-
gions. These lands have wide variety of uses, with options ranging from seasonal
to permanent crops.
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The third category includes areas with slope range of 18 to 30 percent.
include hilly to mountainous areas and are generally considered marginal
most of the agricultural crops requiring tillage. Some have deep friable soil
be productive to many economic trees, given the best environmental conditions.

The fourth category consists of those with 30 %o 50 percent slope and of rough,
hilly, disserted mountainous areas. These areas are reserved tor forest traes to
attain required balance between forest and agriculture. ‘ _

The last group covers areas with slopes of more than 50 percent on of
trees is difficult and/or uneconomical in these very steep and extremely rough
mountainous areas.

for

4. SOILS

Soil types prevalent in the country may be grouped into seven baséd on
moisture storage capacity, soil fertility, acidity, and related physical and chemical
characteristics.

a) Well-drained, high fertity soil. This type of fand is generally suitatie for
diversified crops, fruit trees and other economic tree crops, and intnsive
agriculture. ‘

b) Well-drained, generally acid, high fertility volcanic soil. This type has th
same potentials as the preceding group but requires special management
for soil acidity.

¢) Well-drained, deep, low fertility, acid soil. This is best for rootcrops and agro-
forestry and also suitable for many seasonal crops but will require special
soil fertility and soil conservation management practices.

d) Poorly drained, flood-prone soil. This type is suitable for wetland or imigated
agriculture. Swampy areas faling under this group can be utilized for
aquaculture.

e) Poorly drained, moderate to high fertility soil. This type is good for r#infed
rice-based farming with varying combination of seasonal crops.

f) Heavy texture soil with high shrink-swell potential. The land is best for iri-
gated rice and fairly suitable to & wide range of rainfed crops. The| land,
however, still need good soil moisture and tillage practices.

g) Droughty, low fertility sandy soil. This type is good for many rootcrops, a
wide range of fruit trees and tree crops but will require good soil m%isture
conservation practices.
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Apperdices

S. LAND CAPABILITY

Land capability is another suitable classification derived from soil types and
slope analyses. This scheme groups the soil units according to set soil conservation
measures and with reference to general land use, namely:

a) Class A (Very good land). Land can be cultivated safely and requires only
simple but good management practices.

b) Class B (Good land). Land can be cultivated safely and requires easily
applied conservation practices.

¢) Class C (Moderately good land). Land must be cultivated with caution. it
requires careful management and intensive conservation practices.

d) Class D (Fairly good land). Land must be cultivated with extra caution and
requires very carely management and complex conservation practices for
safe cultivation, This is more suitable for pasture and forest.

e) Class L (Level to nearly level land). The location for this type of land is too
storm-ridden. The land is too wet for cultivation; thus, is limited to pasture
or forest use provided accompanied with good soil management.

f) Class M (Steep land). Land is easily eroded and too shallow for cultivation
and therefore requires careful management to be used for pasture or forest.

g) Class N (Very steep land). This land is shallow and rough, or dry for
cultivation and very easily eroded. i can be used for grazing or forestry with
very limited management required.

h) Class X (Level land). This land is often wet and suitable for fishponds.
Examples are mangrove swamps and fresh marshes.

i) Class Y (Very hilly and mountainous). Land is generally barren and rugged
and suitable for recreation or wildlife.

6. LAND USE OPPORTUNITY

Evaluation of the country’s land resources provides direction for the maximum
use and development of agriculture and forestry resources.

Of the total land resources today, around 14.7 million hectares or 49 percent
are suitable for agricultural uses and available for expansion purposes. The remaining
15.3 million hectares, on the other hand, are used for forestry (which includes
preservation and rehabilitation areas) and other related uses.

About 79 percent of the suitable agricultural land is fully utilized while the
remaining 21 percent is either idle or, although it has agricultural potentials, requires
proper soil management.

Over-utilized land areas due.to extensive logging and- shifting cultivation
comprise 22 percent of the total while forestiand represents 39 percent of the
country's land resources. Forestiands are being preserved to maintain ecological
balance.
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7. LAND CLASSIFICATION

Land classification identifies the public domain areas useful for forest
and classifies such areas according to their various land uses. When
utilized for their natural purposes, forestiands produce maximum benefits than when
used for other purposes such as agriculture, settlements, and other uses.

Under the present land classification systems, land for public domain with
slopes of more than 18 percent (approximately 10 degrees) are to be retained for
permanent forest purposes. Those with 18 percent slope and below are classified
as alienable or disposable (A & D) lands. These types of land may be released for
non-forest purposes (agriculture, industrial, residential) subject to additional condi-
tions such as continuity of the area and environmental consideration.
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Appendix G. 1
SAMAR ISLAND DEVELOPMENT PROGRAM
INVESTMENT REQUIREMENTS
(In P million)

WESTERN  EASTERN NORTHERN  TOTAL
SAMAR SAMAR SAMAR

l. Immediate Assistance'
(Ferst 6 months) 405 2764 2496 56.648
[ Il Two-Year Development _
- (1990-1991) 329.47 256.19 362.20 94781
TOTAL 333.47 283.83 387.16 1004.468
% Shares 3.2 283 385 100

Source:  Coordinating Council for Philippine Assistance Program (CCPAP),

Appendix G. 2
FOREIGN FUNDING FOR THE
SAMAR ISLAND DEVELOPMENT PROJECT

(1989 - 1992)
FOREIGN SOURCE cosT %
' (N MILLION PESOS)  DISTRIBUTION
1. OECF 71.760 6.73
2. PJHL 298.994 28,04
3. ADB/OECF 35.200 331
Sub-otal 406.044 38.08
4. WORLD BANK 25,088 2.35
5. AIDAB/AUSTRALIA 39.847 3.74
6. UNICEF 48.943 459
7. OECFMWB 87.284 8.19
8. FRENCH TREASURY 215910 20.25
LOAN, BANQUE PARIBAS
9. UNITED KINGDOM 17.300 1.62
10. No definite source 225,830 21.18
GRAND TOTAL 1066.246 100.00

Source: Coordinating Council for the Philippine Assistance Program.
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. Appendix G.3 _
CALABAR: PROFILE OF PROJECT COMPONENTS
COMPONENT PROJECT FUNDING  IMPLEMENTING STATUS
' ' COST AGENCY {Apiil 30, 1990)

l. Batangas Port Development P20 bifion 17th OECF DOTC 1. Feasibility study for Phase | completed
and detailed engineering underway, un-
der 14th OECF, to end July 1990. Con-
struction to be completed December
1992,

2. Phase II: Ne aclivity yet.

H. Roads

1. Carmona-Temate-Nasugbu Road  P285 million

2. Gen. Trias-Rosario Road P62 million

15t OECF  DPWH

- DPWH

1. Feasibility study completed in 1988.
Detailed engineering completed. Ten-
dering of documents ongoing.

2. Right of way acquisition for first 6 months
of 1980. '
3. Construction to begin in 2nd quarter of

1930 up to late 1991.

1. Feasibility study completed March 1989.
2. Delailed enginesring shudy engoing.

3. Right-of-way acquisibon and consiruc-

tion o run 15 months ending in eary
1991,

HIMOHD TVNOIDAY 40 SLOHASOEA ANV NOILVZTIVAINGYHA
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Appendix G.3 (confinued)

COMPONENT PROJECT FUNDING  IMPLEMENTING STATUS
COsT AGENCY (Aprti 30, 1990)

3. Cavite Coastal Road P1.3 bilion — DPWHPEA 1. Phase |l feasibility study ongoing, under
consideraion for technical assistance
from Korean government. '

2. Detailed engineering targetted for 12
months in 1891.

3. Detailed engineering and civl works stil
to be funded. -

4. Calamba-Sto. Tomas

Expressway Extension - QECF special DPWH 1. Feasibility shudy compieted.
rehab loan 2. Detailed engineering compieted.

Sto. Tomas-Balangas

Expressway Extension P1.8 bitiion 17th OECF DPWH 1. Feasibility study completed 1985.

2. Confract for DE studies completed and
awarded; DE contract approved; funding
for DE costs requested from DBM.

3. DE to commence 3rd quarter 1989 fo
3rd quarter 1990.
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Appendix G.3 (continued)
COMPONENT PROJECT FUNDING  IMPLEMENTING STATUS
COsT AGENCY (Apil 30, 1930}
I Rehab of PNR South _
Commuter Line P575 milion ~ ESPL BOTC/PNR 1. 1984 feasibility study prepared to be
validated; proposed for inclusion in 174
OECF.

2. Approved by NEDA ICC; endorsed for
ESPL funding in 1989.

3. Rehabilitation of diesel cars was ap-
proved for funding under the loan sav-
ings of railcar and main depot consfruc-
tion project in March 1990.

P4.6 bifion 14th OECF DOTC 1. DE for NTP-1 ($4.9 MM and P21.2 MM)

IV. Telecommunications (NTP-1}

compieted under 14th OECF.

2. Preparation of tender documents for im-
piementation phase are ongoing. Simul-
taneously, the confract for consuiting
services for construcion supervision to
be finalized in May 1990.

3. Construction expected to begin 3rd
quarter of 1980.

HIMOYD TYNOIDAN 3Od SLOZISON] ANV NOLLVZITVINEHI
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Aopendix G.3 (contiiued)

COMPONENT PROJECT
COST

FUNDING  IMPLEMENTING
AGENCY

STATUS
{Aprl 30, 1950)

V. Power Generation and |
Distribution P5.79 bilion

V1. Regional Skilis P300 milion

VIi. Mass Low-cost Housing —
VIi. Cavite Export Processing Zone ~ —

17 OECF DTl

Calacca Il: Y 40.4 billion through special
OECF credit.
1. Bidders' pre-qualification evaluation

completed.
2. Opening of bids for construction contract
was held in 1st week of March 1990.

Amount to be contracted is P401 million

and $189 millkion forex component.
3. Contract implementation targetted from
March 1991 lo end of 1993.

1. NMYC submitied a project proposal for

provincial skills training centers in identi- .

fied sites in CALABAR.
2. NEDA has forwarded its comments {o
NMYC which involve revisions in project

proposal that need 1o be made by NMYC. :

To be a private sector-ed venture.

1. SAPROF currently being undertaken;
approved by NEDA ICC.

TOTAL P17.28 bilion

Source: Coordinating Councl of the Philippine Assistance Program.



174

Appendix G. 4
SOUTH COTABATO/GENERAL SANTOS SPECIAL DEVELOPMENT PROJECT
PROFILE OF PROJECT COMPONENTS
PROJECT FUNDING TIMETABLE STATUS
{PM) (May 1990)
i. Agro-Processing Center {APC) 645 FS-Singapore; 1990-1993 DE work on the APC fishing port to be compleled
DE/construction- in two momhs
USAID
Il. Upgrading of economically critical 902 USAID 1990-1993 Total $30 M in MA} funds confirmed; $20 M has
road components been approved and $10 M will be requested.
Hl. Makar Port Development 239 USAID 1990-1993 PPA preparing pre-feasibilly study; requested TA
for the FS for bulk com handling facilities.
IV.  Buayan Airport Improvement 268 USAID 1990-1996 74% complele as of April 1990.
V. Telecommunications 85 WB or USAID 1990-1993 Negotations with WB or USAID.
Improvement (for negotiation} 7
Vl. People Cantered Development * Varnious NGOs 1990-1995 P& M for institution building was granled; P4.1 M
' . for micro-lending project approved by USAID; DBP
will set P60 M for micro-lending for South Cotabato
enireprensurs,
TOTAL 2139

Note: Implementation cost enly indicative and have not bean included in cost required for infra based components.
Source: Coordinating Council for the Philippine Assistance Program.

HIMOAD TYNOIDT ¥ SIDAISON] ANV NOILVZI TVEINEDEA
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Appendix G. 5

METRO CAGAYAN DE ORO SPECIAL DEVELOPMENT PROJECT

b. Technical Assistance

¢. PIA Participation

. Infrastructure Development

a. improvement of the
Cagayan de Oro Airport

15.90 million

221.62 million
4,390.4565 million

120.50 mitiion
($5 million)

1990-1994

PAP Support Project

PIA Equity

DOTC-ATO

PROFILE OF PROJECT COMPONENTS
COMPONENT/SUB-COMPONENT TOTAL COST (P) TIMETABLE FUNDING SOURCE STATUS
1. Development of the 669.00 million 1990-1994
PHIVIDEC Industrial Estate
in Tagoloan, Misamis
Oriental (PIE-MO)
a. Capital Outiay 461.48 milion PAP Loan Facility Foer site preparation, on-site

infrastructure, transportation
system, office equipment/
fumiture & fix.

For architectural & engi-
neering designs and busi-
ness development.

For lang acquisition and re-
habifitation of port facilities.

This is ongoing locally-
funded project that is
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Appendix G. 5 (continued)

COMPONENT/SUB-COMPONENT TOTAL COST (P) TIMETABLE

FUNDING SOURCE

STATUS

b. improvement of the 33.74 million 1989-1991
Cagayan de Oro Port Facilities )

¢. improvement of the
" Mindanao Telephone System

1) National Telephone 4,000.60 million 1989-1993

Program, Phase |, Tranche 1-3  {$166million}

DOTC-PPA

Italian

being proposed for alterna-
tive lunding under the PAP.
There is already a local
funding release for 1990
while an amount of about
P35 million is programmed
for 1991. Loca! funding for
the project will be discon-
tinued once funding from
PAP becomes available.

The project is currenty on-
going under the 4th IBRD
Ports Project, which is ex-
pected to be completed in
February 1990.

The project involves the pro-

HIMOED TVNOIDHYE ¥0d SLOEISON] ANV NOLLVZT TV INTOEC
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Appendix G. 5 (continued)

COMPONENT/SUB-COMPONENT

TOTAL COST (P}

TIMETABLE

FUNDING SOURCE

STATUS

2) MISORTEL Telephone
Expansion and
Modernization Program

d) Phase I of City Water

Water System Improvement

140.0165 million
{$6.639 million}

95.6 million

1990-1934

Korean Govemment
with Local Counter-

part

COWD/LWUA

' lines to 25 municipalities in
Mindanao and the estab-
lishment of a digita! rans-
mission backbone network
for the Mindanao portion of
the nationwide transmission
backbene. -

The project involves the
instafiation of 6,150 digital
lines by June 1990 and is
targetted ftor completion
within 1 1/2 years.

The project is currently on-
going under the ADB-as-
sisted Water Supply Sector
Project. The project com-
menced in April 1989 and is
expecied to be completed
in December 1990.




% Appendix G. 5 {continued)
N

COMPONENT/SUB-COMPONENT

TOTAL COST (P) TIMETABLE ~ FUNDING SOURCE

STATUS

3. Social Development Program

a. Community Organization
Human Resource Development
and Resource Mobilization

\

b. Augmentation of Basic
Social Services

¢. Coordination and
Monitoring Activities

4. Cagayan de Ore-lligan
Area Development Planning
Project {CIADPP)

834.650 million 1990-1994 PAP

362.272 miflion
470.370 milion

2..000 million

10.331 miliion 1990-1991 PAP Support Project

GRAND TOTAL

11,828.536 million

Source: Coordinating Council of the Philippine Assistance Program,

HIMOND TYNOIOTE 3O SIOFISO08L ANV NOLLVZITVEINEDEA



Appendix G. 6

TOTAL INVESTMENT COST FOR PANAY ISLAND
SPECIAL DEVELOPMENT PROJECT: THREE-YEAR TOTAL

Source: Coordinating Council of the Philippine Assistance Program,

=

changes in estimates and project phasing.

(In million pesos)
COMPONENT TOTAL UNPROG.
{1989-1991) AMOUNT
(P™)
I. REG'L AGRO-IND'L CENTER (RAIC)
A. Off-site Infrastruciure 395805  140.380
B. Site Development 6.500 6.500
TOTAL FOR RAIC 402305 146880
Il. DISTRICT AGRO-IND'L CENTER
A. Small Enterprise Financial Program 21.100 21.100
IN. POVERTY ALLEVIATION THROUGH
MICRO-ENTERPRISES
A. Capability Building for NGOs 5.157 5.157
B. Capability Building for _
People’s Organizations 15.140 15.140
- C. Financing Program for Micro
Enterprises - -
TOTAL FOR POVERTY ALLEVIATION 20.297 20.297
V. ECOLOGICAL BALANCE PROGRAMS
A. Research, Information,
Education and Communication 5.200 5.200
B. Community-Based Monitoring
and Enforcement 18,000 18.000
TOTAL FOR ECOLOGICAL BALANCE
PROGRAM 23.200 23.200
GRAND TOTAL 491652  236.227
% of Unprogrammed Amount/Total 48%
Nota: 1. Phasing is equivalent to year of implementation.

. Programmed. portion is equivalent to the differenca betwean total less unprogrammed funds.
. Total amount for RAIC Off-site Development does not tally with RDC resolution 137 (s. 1989) due ®

253



ACO

ARO
BCEPZ
BDC
BEPZ
BIADPO
BP
CACD
CALF
CAR
CBBE
CCPAP
CDC
CDC
CEB
CEPZ
CFS
CGE
CIADPO
COA
CORDS
CRA
DA
DBCC
DBEM
DEBP
DECS

GLOSSARY OF TERMS

Adpvice of Allotment

Agency Central Office

Annual Investment Program

Agency Regional Office

Baguio City Export Processing Zone

Barangay Development Council

Bataan Export Processing Zone

Bohol Integrated Area Development Project Office
Batas Pambansa

Cabinet Action Committee on Decentralization
Comprehensive Agricultural Loan Fund

Cordillera Autonomous Region

Countryside and Barangay Business Enterprises
Coordinating Council of the Philippine Assistance Program
City Development Council '
Cash Disbursement Ceiling

Cordillera Executive Board

Cavite Export Processing Zone

Common Fund Scheme

Computable General Equilibrium model

Cagayan Integrated Area Development Project Office
Commission on Audit

Cabinet Officer for Regional Development System
Cordillera Regional Assembly

Department of Agriculture

Development Budget Coordinating Committee
Department of Budget and Management
Development Bank of the Philippines

Department of Education, Culture and Sports
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DMMAHON AND PROSPECTS FOR REGIONAL GROWTH

DENR
DLG
DOLE
DOST
DOTC
DPWH
EO
EPA
EPR
EPZA
FIW
GFSME
GRDP
GVA
IAD
ICC

IE
IGLF
ILP
IMR
IRP
KKK /
LDC
LGU
LOI
LRM
MCA
MDC

MDS$ //’

MEPZ -
MIRDPO
MOA
MTDP
NACIAD
NALGU
NCA
NCR
NDS
NDS
NEDA
NGOs
NIEP
NPS
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Department of Energy and Natural Resources
Department of Local Government

Department of Labor and Employment
Department of Science and Technology
Department of Transportation and Communication
Department of Public Works and Highways
Executive Order

Environment Protection Agency

Effective Protection Rates

Export Processing Zone Authority

Funding Treasury Warrant

Guarantee Fund for Small and Medium Enterprises
Gross Regional Domestic Product

Gross Value Added

Integrated Area Development

Investment Coordination Committee

Industrial Estates

Industrial Guarantee Loan Fund

Import Liberalization Program

Infant Mortality Rate

’ Integrated Reorganization Plan

Kilusang Kabuhayan at Kaunlaran

Local Development Council

Local Government Unit

Letter of Instruction

Local Resource Management

Monthly Cash Allocation

Municipal Development Council

Modified Disbursement System

Mactan Export Processing Zone !
Mindoro Integrated Regional Development Project Offic#
Memorandum of Agreement

Medium-Term Development Plan

National Council on Integrated Area Development
National Assistance to Local Government Units
Notice of Cash Allocation

National Capital Region

Net Differential Shift

Net Disbursement Scheme

National Economic and Development Authority
Non-Government Organizations

National Industrial Estate Program

Net Proportionality Shift



Glossary of Terms

NRO NEDA Regional Office

NSCB National Statistiqv Coordination Board
NTM Non-Tariff Measures

OECF Overseas Economic Coordination Fund
0IC Omnibus Investment Code

PAP Philippine Assistance Program

PD Presidential Decree

PDC Provincial Development Council

PFC Project Facilitation Committee

PGB Project Governing Board

PHIVIDEC Philippine Veterans Investment Development Corporation
PIE-MO Phividec Industrial Estate-Misamis Oriental

PMU Project Management Unit

PRAO Presidential Regional Action Officer

PROD Presidential Regional Officer for Development
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 total income
Dependence

RIC Regional Industrial Center:

RPMES Regional Project Monitoring and Evaluation System

RA Republic Act

SDP Special Development Program

SIRDPO Samar Integrated Rural Development Program Office
SPPBS synchronized planning-programming-budgeting system

TBAC Technical Board for Agricultural Credit
TNS Total Net Shift
TRP Tariff Reform Program

TST-SELA  Tulong sa Tao, Self-Employment Loan Assistance
USAID United States Agency for International Development
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