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~EXECUTIVE SUMMARY

_ Followihg is-a summary of the gﬁtached report on NFA rol'es,.'organiza-
tions and systeins submitted und_er a contract between Public Administration
Service (PAS) and the Asian. Development Bank. The three-month sthdy was
carried out by a team of four consultants and consisted of document review,
extensive interviews and field trips.

. NFA has undergone a substantial expansion in its charter and programs |
over the past 12 years. It has earned a reputation for fast. response to
crisia situations and to new program initiatives assumed by, given to or
thrust upon it. The NFA of 1984 has some notable strengths: it has a young,
very able Staf‘f‘, ‘it has good technieal competence, and it is familiar with
current policy issues.

Changing Conditions

Economic and political considerations which face the Philipp:lnes today
and in the'near future are such as to require changes in NFA's direction and
programs. Extreme budget pressures force attention to program econonies and
efficiencies rather than on program ea&pans:lons. The recent commitment of
government to dereguiat:lon, especially price decontrol, and withdrawal from
direct competition with the private sector, have significant impact on NFA's
majotf missions of stabil_izﬁt;:lon and industry devélopment and regulation.
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New Directions

" The consultants believe that an appropriate framework for NFA today
and tomorrow can be construsted around several principles.

‘e That the stabilization mission be limited to the vital
food staples cof rice, corn, and wheat, and that the
level and nature of stabilization efforts be determined
on the basis of the minimum affordable intervention
necessary to be effective.

® That the NFA role in comnodities other than rice, corm,
and wheat be 1imited to industry development and
support, shifting away from NFA owned and operated
facilities. Specifically, NFA should not engage in the
highly risky business of procurement, processing, and
distribution of perishables.

e That all NFA programs and facilities be subJect to
examination for relevance to mission and economic
viability. NFA should work to divest itself of those
programs or facilities which cannot be made viable and
those which are peripheral to its essential missions.

Ma jor Missions

‘Within such a framework, NFA would retain ‘a lnmmber of its prinoipal
_programs and activities. Within its stabilization mission, it Hould continue
:;programs of procurement. processing,. and . idistribqtion, ‘supported by
'oppropriate infrastructure and systems. o

‘ In procurement, the major reqnirements are to establish and maintain a

minimum buffer stock level of rice, ¢orn, and wheat and to have a range of

, proourement aptions available to it. The determination of buffer stock level

'is‘ahcompli&atﬁi task and NFA may well benefit from external assistance in
1'developing i%s proper hoidings.
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In processing, uhich is essentially the management of post harvest
assets, the key challenge is to reduce post harvest losses. The Northern
Philippines Grains Complex (NPGC) portion of the ADB Agro-Processing and
Marketing loan takes an appropriate’ systems approach to that problem.
Elsewhere, NFA has demonstrated its ability to construct and manage good
facilities using modern equipment and techniques. Yet not all facilities or
support systems are uniformly good. current ‘major facilities problems are
underutilization because of little procurement. throughout the system, lack of
adequate capacity in some locations and, costly and inefficient grain and feed
discharge from ocean vessels in Manila. Bay. Support and control system
problems range from an inadequate sSpare parts proourement procedure to
historical problems with inventory control.

In‘distribution, two major issues are future of ‘' the Kadiwa outlets(
which, under the broad lifting of price controls, take on the appearance of

/
normal retail operations, and the controVersial takeover of flour distribution'

by NFA in_ 1983 3 which, on one hand, generates badly needed revenue for NFA and

on the other, files in the face of general government policy to withdraw from
undue competion with or control of private enterprise.

Within the industry development mission, the urgent need is to improve
private sector involvement. Major barriers to increased participation are
lack of incentives to invest in new or modernized facilities and uncertainty
about the NFA (or government) suddenly changing the rules, putting private
collateral at risk. To break down these barriers, the consultants advocate
the earliest possible adoption of a two or multi-tiered‘price system for rice,
an increase in Quedan Program loan limits, changes in the loan provisions for
private mill modernization under the ADB Agro-Processing and Marketing loan,
and restraint on the development of additional NFA owned and operated
facilities. '

Other NFA. programs supporting industry development involve research,
extension, oredit, insurance, business. promotion, and market development.



_._-_-VNlF‘A'é f'égulation, Alieens‘ins'; and enforcement activities have grc;ﬁn
rapidly. “Licensing ang registration 'aétivity will continue to grow if non-
grains partieipanta are added. On the other hand, decontrol of prices on most
foodstuffs. has major implications for monitoring/enforcement activities which
heavily revolve about issyes of pricing. Government will still need pricing
information but could collect such data' through more efficient statistical
sampling means which are outside of the regulatory function. A third issue is
whether registration/licensing/enforcement should remain with NFA while it is

| a participant in the Same market in which it exercises policing powers. The
consulta_nts. believe that there are better options but such would require
br?oader study and aotion on the part of government. |

Peripheral Programs

NFA currently engages in a number of other programs and operates
several facilities which either fall outside of or are not essential to its
central missions, op which fail economic tests. For example, it runs a series
of production programs Such as corporate and demonstration farms, piggeries
and swamp reclamation which do hot fit within either its stabilization or
industry development missions. It has recently be'en.ass:lgned responsibility
for a rice intensifioation loan program which does ‘not'..rit either its major

missions or agency Oapability,

Several vfaoilities, such as tbev So‘dther_u Philippines Grains Complex
(SPGC), an oil extraotion plant within the SPGC, and a rice husk fueled power
station at Iloilo a)} appear to \be facing continuing financial losses. The
Kadiwa operations, on the other hand, are potentially viable but lose their
unique character in an era of price decontrol. NFA must pursue its options in

R

-establishment as a Beparate corporation with Jjoint public and
ownershi; oi\ mar}ggqq,—gnt. T T e e, — e

S

private __

—eiaas
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) A special case is Food Terminal Incorporated (FTI). a subsidiary
whose ' financial condition is ‘desperate;™ with’ accu.:ulated‘lo»sses‘ of over 550
million pesos. This poses a dire threat to NFA's own scarce resources. It
appears: to the consultants that FTI is unable or unwilling to cost its
individual operations in any ‘usable or realistic fashion, may well have an"‘
overloaded' administration, and engages in man'y activities which serve littly .
public purpose or maké little economic sense. FTI urgently needs a better
information system, a hard look at its operations, and early decisions on -

retention or disposition of its various operations.

Org'anization

The consultants offer a number of conclusions and recommendations.
regarding organization, management, and administrative practices to supportv
* new directions for NFA. First, NFA would do well to streamline its structure
around its two continuing major missions of stabilization and industry
development, to further bring together under one head the various corporate
administration f‘unctions, and to create a new organizational grouping devoted
to new programs and to planned disposition or dismantling of existing programs
or facilities which do not meet economic tests or serve program purposes.

.~ Secondly, a decentralized field structure makes sense for NFA. The
Authority Es to clarify the roles and relationships of central, regional
and provincial offices, update and upgrade delegations of authority, and
reduce the now excessive, duplicative and wasteful reporting burdens on the
field ot‘fices. Particularly useful in this area would be the creation of a
Director of Fleld Operations at the central office level,

, Third NFA needs to address more et’t’ectively a number of top
management tasks. Planning ‘and budgeting need to "be better 1linked,
organizational evaluation ‘needs to be coordinated and institutionalized and
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executive and personnel appraisal practices need strong aﬁtention. : The
Authority should refine its current staffing standards and initiate a more
structured approach to training.

Financial Administration

Ifx the matters of finance and financial administration, a numbér of”

_concerns. are noted. The Authority is seriously undercapitalized and exists on

borrowed funds. It requires major adjustments in its capital structure. The

best solution would be to convert its pubiioly held bonds to equity and to

/ receive annual government contributions to capital, but this will require a

drastic about-face on the part of government. Yet without such assistance,
the. Authority may be unable to continue to finance its primary missions.

Exiéting balance sheets include balances that are old and
unreconciliable and shouJ.d be written off. Also, the Authority should tighten
its management of receivables in order to reduce the capital tied up in '
them. The Authority should rec.!onoi'lé' and more clearly report its investments_
in subsidiaries, and produce conéolidated statements.

_ . In the matter of financial administration and operations, NFA's

| controls are good but its systems are not particularly efficient. Minimal use

is made of computers, regionalization of accouhting is not Satisractory and

the volume of reporting both in-house and to the Commission on Audit is

-excessive. Critical tb correction of these problems and to achieving lmproved

~accountability for operations through more descriptive and complete financial

repobting, is revision of the Chart of Accounts ourrently in use. The

- consultants outline a possible revision of the Chart which would be suitable

to computerization, force review of existing reporting requirements, and
3 "‘providg better information on projects and functions.
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_ Computer and System ’Develoguient

From its review of computer and system development within NFA, the
consultant team concludes that development and extension of computer .
applications is vital to improved effectiveness and efficiency in the
Authority's management and operaticns, and that NFA has a reasonably sound
five-year plan and project priority 1ist. However, there are a number of
barriers and problems associated with these plans. - there are economic and
budget constraints which may limit neoded equipment acquisition and system
installation. Further, the Management Services Division, which oversees
computer development and operation, can improve the ways it sets priorities,
monitors progress, involves user departments and uses training. Finally,
changes in NFA's direction could have substantial effect on data needs over
the next years and detailed planning must take these chahges into acoou'nt.
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‘T.. INTRODUCTION

.This report on the.roles, organization, and systems of the National
Food Authority (NFA) was prepared by Public Administration Service (PAS) under
contract with the Asian Development Bank (ADB) as part of the Agro-Processing\
and Marketing ProJect, T.A. No. 493-PH1,

'vThe PAS consultants are deeply appreciative of the fgllicooperaticn,.
support, and assistance given them by both NFA and ADB during the course of
the study;' At NFA, Minister Jesus A. Tanchanco gave his full support to this
review, and that was reflected in the complete accessibility to staff and
records, the selectiod of capable and conscientious counterparts, and in the
provision of necessary' support services. At ADB, Dr, Aminul .Islam, Paul
Mampilly, Brian Webb and other staff were thorough, substantive, and suppor-
tive in their review and discussion of the consultant's Interim Repcrt and
Draft Final Report.

. The project was notable for the excellent communications between and
among ‘the participants as findings, conclusions, and recommendations were
developed. In particular, the extensive tripartite discussions involving NFA,
ADB, and PAS at the conclusion of the project reflected the commitment of all
parties to a strengthened NFA within a changing mandate.

Pravious Paros Rlon!l:
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II. STUDY APPROAGH

 The cbﬁsultants approachéd the several tasks embraced withip the Terms
of Reréiencévthbough document review, extensive interviews, and field trips.
Existing authorities, working papers, and documentation were made available to
and reviewed by the consultants. Interviews were held with key NFA staff in
each cenfbal office directorate, 8 NFA regions, 15{pro¢inees; and at selected
key facilities within the Philippines. Discussions were held outside of NFA
with a variety of private sector representatives and farmer groups. In the
publie sector, the consultants metvwith officials of the Office of Prime
Minister, the Ministry of Agriculture and Food; the Presidential Commission on
Reorganization, the Food_and-Agricultural Council, and pertinent offices of
the Commission on Audit,

The consultant team consisted of four members:

® David Head Team Leader, Orgénization'and Management
Advisor, A

® James Berlin . Advisor on Post H&bveét Management.
® David Fitech Advispr on Finanée and Budget.

® - Jack Beilbj,k‘ AdvisQr on Management Information Systems
' - and Computer Development, @

,Meésrs. Head, Berlin, and Fiteh arrived'on site on the weekend of
September 8, 198y, Mr. Beilby arrived in Manila on October 12.  The PA§
Pproject supenviSor, Robert Hoover, met with the téam on November 21-22 angq

, In the »course of the project, the consultants filed .an Inception
Reportqgt.the end of the third week and an Interim Report at the end of the

Previous Page Blam’f‘.;
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'eighth week ot‘ work. These reports, partieularly the Interim Report, which

set f‘orth the major issues being addressed by the consultants, were discussed
‘at length with ADB and with NFA top management. ' ;

A draft f‘inal report was- wade available to both NFA and ADB on
December 7 and was extensively discussed with both during the following
week. Particular attention was given to additions to or clarifications of
analysis, conclusions, and recommendations and to strategies and plans for
implementation. The consu],tants ‘completed necessary follow-up work on
December 17-18 and departed: the site on December 19.
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III. GENERAL OBSERVATIONS

This report is based on an assessment made in 198“ of NFA's missions,‘
programs, organization, and systems. . The very nature ‘and challenge of the
study has been to make that assessment in light of present and anticipated‘
future conditions. Because of the substantialveconomic and public policy
‘changes occurring in these times, this report will, of necessity, suggest and
recommend changes altering the course of NFA from the directions it has
followed in previous Yyears. ‘

‘It is important, then, for the reader to understand that this is'not a
eritique of the past, but rather an agenda for the future, One of the notable
strengths of NFA in the 12 years of its existence has been the speed with
which it has been able to respond to the tasks given to it, It has been an
extremely responsive.organization, able to marshal and organize its resources
rapidly and, in the main, to effectively achieve its goals. These are
qualities which will serve NFA.weil as it faces a‘changing agenda..

NFA has a strong record of achievement. When created in 1972 as the
National Grains Authority, NFA was given the task of "promoting the integrated
growth and development of the grains industry so that it can adequately
function as an institution conscious of its social responsibilities and
capable of providing adequate and continuous supply to the nation and of
contributing its proper share to national economy™ (PD No. 4). The task was
substantial. The agricultural economy of the time was volatile on the supply
side and rapidly increasing on the demand side. The market side was socially
apathetic and undisciplined. The_government response was disorganized and
inefficient. | |

The NFA (then NGA) set about its work on a wide range of fronts. It

totally revamped its structure and personnel.. It participated, with other

- agencies, in an intensive rice production campaign. It developed both
-emergency and on-going measures to deal with‘changing consumption patterns.

13
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It developed intervention and stabilization techniques. It became heavily
involved in : the import/export of grains. It supported a wide range of
prodpction and marketing development programs. It. developed a network of
storage, processing, and retail facilities throughout the country. 'It
undertook programs of applied. operational research and extension and
training. It extended its knowledge, coverage,‘ and licensing of ‘traders and
operators. It instituted credit and insurance programs. It expanded its
influence beyond "the staples' of rice and corn to all grains, then to grain
substitutes and, more recently, to a range of commodities under the general
heading of non-grains.

In all this activity and development, a constant companion was crisis.
management, whether as a consequence of nature's whims (typhoons, draught,
voleanic eruptions), economic and political instability, gluts and shortages
of food commodities, or market manipulations not in the interest of producers
or consumers. NFA responded to each while at the same time, striving to
achieve a more stable and developed framework in which the food industry could
thrive. NFA had to "learn on the Jjob" under extreme pressure.

' - The net result of these efforts makes the NFA today an agency with a
’-very wide charter but with some exceptionally atrong characteristics and
- capacities. Several are particularly worth noting because they influence the
 nature of this report.

First of all, NFA has put together an extremely able stat‘t‘. Its
_'rigorous recruitment standards, coupled uith its freedom t‘rom civil service
”ksalary limits, have resulted in a personnel complement Hhich has both depth
'and quality. Staff educational levels (77 percent are college graduates) are

high. Its work ethics are. noticeably strong. Its motivation to perrorm and
 its interest in the mission and performance of NFA: beyond the scope of
“individual assignments is widely evident. There are good communications among
personnel. 'l‘he human resources of NFA are strong. c ’

: Second, NFA's technical capability is good. It has demonstrated that
.,it can put together good f‘acilities and programs. It has proven its ability
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to do planning, analysis, -and evaluation work of high professional standard.
It has not, of course, achieved unit‘ormity of‘ excellence in all that it does,
partly because of the rapidity of change and the natural lag between crisis
response and measured rationaljzation. But, again, NFA has established a good
degree of sophistication in its professional . undertakings, with the result
that this report need not coneentrate heavily on fundamental "how to"
guidance. ’

Third NFA has given thousht to many of the long-term issues raised in
this report. The proposed agenda contains few items of an entirely new
dimension and it does not- deviate greatly from direetions that NFA itselt‘
recognizes as logieal evolution for itself.

These three points--strong staff, sound teohnioal oompetenoe, and' -
familiarity with the policy issues--provide a solid base upon whioh t‘uture"
direction can be set and achieved. ' '
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1V, CHANGING CONDITIONS

As ‘outlined “in :the i_'bréyiciué-"‘-"s'ec‘z}tiong , NFA,',s‘_;_‘t':)i"igi&s and fbequen't;."r-.'.
expansions of charter and "activity are r'ooted‘:‘ both in real and perceived .

national emergencies. and’ concerns and in the broader undertaking of. food
industry development. ~What. is important ~today 1s to understand how the

and quality of essential food products, apd j;ownmmot.e_,and_‘dgxelgp._,t;_hg food

S m——

ih’cfftstx'y within the Philippines. The NFA charter is built upon a range of

e e

— v
T e i

overnment  Orders, Letters of Instruction, and
occasionally less formal direction. The NFA is empowered, t‘or example, to:

1.  Institute the n'egotiable warehouse receipt or . quedan
system, . _ ‘
2, Maintain and manage a national buffer stock. . -

."3. Own, . lease, operate, or otherwise hold lva"nds"','».
build;ngs, and equipment necessary to its functions.

4y, Engage in production, manufacturing, processing, -and/or
B - packaging of food products and commodities as may be
‘necessary to effectively carry out its functions and as -
approved by the President.

5. Enter .tnto, make or perform contracts and agreements
-~ direetly or in behalfr of the industry between the .
government and other governments or institutions.
' 6. Inspect and monitor industry inventories.,

?. Seize and sell commoditj.es, to gtai?ilize.,suppliea and
- prices, ‘ - , ' -

17
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8. 'ﬁégiéten, license, ~and¥fsuperVise warehouses, mills,
. 8rains dealers, retailers, processors, importers,. and
‘exporters. o L ' |

9. -Establish rules and'regulatiqﬁéufér expéntAand import
- of foodstuffs and for the . fuller 'range of NFA
activities. ’ Y

10.  Undertake direct importation anavexportation'or basic
. commodities. : A C :

11.  Coordinate governmental - activities in the study,

"~ research, and promotion of measures designed to improve
processing and marketing standards, practices, and
processes, . .

12, Contract indebtedness where necessary to acoomplish(its: 
' functions, to invest in stoocks, bonds, and other -
~obligations. o _ )

3. Establish or restructure its own orgahization and 'to -
fix, within broad limits, its own pay and benefit -
structure. v ' ‘ -

Careful reading of the various documents suﬁpdrting;NFA's brograms
Suggests that NFA 1s not so much mandated to do each of these'activities as it
is empowered to undertake almost any action it Sees fit to accomplish its
goals and to set its own limits as to the extent and bange of its actions. 1In
other words, wide discretionary powers are available to NFA.

The 6urrent situation in the Philippines and the probable conditions
- of the future should influence how NFA chooses to exercise its disaretionary
- powerQ In only a few instances are there barriers to change which must be
addressed by changing the formal mandates of the Authority. These‘will be
noted where applicable. But for much of what. will be proposed in this report,
the'opportunity for change lies with NFA. The’strengths of the organization
make it possible for NFA to exert leadership on these matters and, to a major
degree, be in control of its destiny rather than be overrun by events.

-~ There are several 7extraordinahy. pressures now presentvgin' the
Philippines ‘which have impact on NFA's role within governqent'andf;n the
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econony. | Tnese pressures have their root in.the national economic crises.
First, there is a necessity for government to aggressively seek economies an
efficiencies in its operations in order to conserve budget resources. Ir
NFA's case, this has meant. that no government subsidy has been forthcoming ir

the current ‘year and NFA has “been made responsible for financing its owr
og_e_l’_‘g&_i,-_gn.a.._wi‘ncluding its social and public ‘responsibilities, ~ througt
borrowings and a range of revenue producing activities. Without guaranteed
budget support, NFA is compelled to take a hard look at those activities which
are not at least self-supporting. Additionally, this situation tends to keep
NFA in some programs, which can only be marginally considered to serve
necessary public interests, on the grounds that they produce income for the
Authority. '

"A second condition of the times is the -pressure on government to
disengage itself from broad intervention in the market and to pursue deregula-
tion across many fronts. During the course of - this review, price controls
have been lifted on virtually all food commodities except rice. The existence
of price controls has been a significant part of the working agenda for NFA
and change, theref‘ore, has effect on its programs. The increased thrust
toward . freer markets and privatization of government-operated activities also
plaoes a number of NFA efforts under new scrutiny.

A third pressure is to rationalize the range of government programs
dealing with or affecting sectors of the economy. ‘Particularly in agricul-
ture, there is pressure to bring production activities together under the
Ministry of Agriculture and Food, to place the marketing functions within NFA,
and to tie the two major organizations together in more effective fashion.
This study is of the NFA pmgrams and concentrates on setting forth a eclear
agenda for the Authority. A consequence 1s identification of some efforts
which fall outside of the redefined charter. This report does not address the
qQuestion of organizational ties or placement within the broader context of the
government structure, for such a review is outside the scope of work set forth
in this contract.
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These current constraints ‘and conditions ‘appear to be compelling over
the near and mid term. They provide a t‘ramework 1in which to test ourrent
undertakings of NFA and to set forth some principles to guide t‘uture
planning. The next section deals with that t‘rameworl:. ‘



Public Administration Service 1457 Chain Bridge Rosc, MeLaun, Visginia 22101

Ve: A NEW DIRECTION

" In this section, the consultants propose e policy framework for NFA
which is responsive to ‘the changing conditions described above. '~ That rrame-
work will subsequently be used to assess the missions, progranms, strategies,
and practices currently followed by ‘NFA. Those which fit theiframework, or
which can be adjusted to fit, will be discussed in Section VI of this
report. Those which fall outside of the framework will be identiried and
reviewed in Section VII. The organizational, financial, and systems implica-
tions ‘of the proposed policy structure are contained in the last three
seotions of the report. : a

Stabilization Activities

The first issue in uhich policy direction must be set is the matter of
stabilization responsibilities. In the main, the stabilizetion work of NFA
has been to ensure the adequacy of supply and quality of basiuiﬂnndiandifeed
items and to protect both producer and consumer rrom fluctuations 1in price as

o Y N OIS A M —~————ray

a\result of changes in supply or of market manipulations by.. traders. The

.......

coverage of stabilization activities and the programs and methods by which
stabilization is sought.

NFA's stabilization efforts and authorities haveiperceptibly expanded
during its existence. Initially limited to rice and corn, they expanded to
all grains, then to grain substitutes and then, at least in potential, to the
broad category of non-grains. The recent lirting of price controls and the'
impetus toward a freer market system suggest a retrenohment in soope.
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Rice and corn are the staple foods of the Philippines. In addition,

T e e

wheat has had an increasing influence in consumption patterns and has become a

L re st bt WL
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parttEI’sﬁwstitute for rice and corn. The Philippines are almost totally

ﬂeﬁenaent’on imports of wheat, but wheat is and always “has been cheaper for
the Philippines to import than is rice._JSo, because of demand, substituta-“

bilit and d price, wheat can be considered a third staple food. ~.The "demand’
Diliby, an .

Y v——— ~————
- " —— e b g1, 0 gk R e

‘:—~——-—-.—“
for rice, corn, and wheat s inelastic in an economic_sense in that consump-

tion is only marginally affected by fluctuations in price. 1In other food
groups, demand —is more elastic "and” “thérefore more responsive to wmarket
forces. The government has a legitimate obligation to protect. the consumer in
_those areas which are vital to life and in which the consumer has little
option to switch to other substitutes. In other commodities, the necessity of
government intervention is less compelling and, in the light of' budget
constraints and the availability of preferred options to develop a more
responsive and responsible private sector, NFA can and must choose a more
limited stabilization role. The first. prinoiple proposed, then, is,

That the pivotal stabilization mission be. limited to the - -
basio food commodities of rioe, oorn, and wheat. ' :

" The seoond question is the selection of teohniques and levels of
jintervention in the primary commodity groups. The options are limitless,
_ranging from a fully managed and operated production--prooessing--marketing
system to a system in which NFA can flexibly intervene or withdraw as
eircumstances warrant. ‘

In practice, NFA has exercised its stabilization roles from farmgate
to consumers in excess and in deficit situations, It has proteoted the
‘produoer by providing a market for harvest at a guaranteed support price. In
times of surplus harvest, this has meant that NFA has inoreased its buffer
stock holdings and brought into play its exportation activities. In times of
lower production and consequent higher prices paid by the private sector, NFA
igenerally has been unable to acquire buffer stock except through escalation of
Jsupport prices or‘through'importation. This was the scenario in 1984,
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At the market level, NFA has sought through release of its bufrer
stooks to business outlets and particularly its Kadiwa stores, to influence
consumer prices by increasing supply and/or providing a low-oost alternative
to the individual ‘buyer.

NFA's stabilization concerns are not only- to maintain a national
stability of supply and price, but also to address the substantial regional
differences between producers and non-producers, in times of surplus produc-
tion and under production, and in response kto natural disasters such as
drougnt, typhoons, or volcanic eruption. Such efforts require an elaborate
information and distribution system. | o '

In the matter of uheat supplies, NFA has run a wide gamut or opera-

T o e e 4 S ot

tions from relativelyﬂ;ow levels of intervention and eontrol of imports and

[

d}stpibutiaﬁfﬂo the 1983 takeover of the nationwide distribution of “flour and'
the—resulting_suspension*o_jopératIOEs of” private flour dealers, traders, and'

retaiIer . 4— i

i '
NFA has historically used a range of intervention techniques, but the

e . bt

changing conditions and thrusts so rooted in economic necessity suggest a

secondfprinolple.'

t the lsvel and nature of intervention for the

poses of stabilization of supply, quality, and price
of rice, corn, and wheat be determined on the basis of
the minimum affordable intervention necessary to be
effectives ‘

This priucipie, of course, has many operational and resource ramifica-
tions. It requires an adequate monitoring, information, and decision-making
system to provide informed judgment points on where, when, and how to inter-
vene.. It requires both a sufficient buffer stock and ready access to supply
Sources to be able to influence the supply side and consequently, the price
side. It requires a facilities base suffioient to hold, process, and move
stock. In'general,‘NFA has done a good job in its stabilization activities,
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particularly in rice and corn. Hith these crops, it is experienced, capable,
and comfortable in its intervention options. It has an extensive facilities

base throughout the country. NFA's capacity to carry out an effective
stabilization program is sufficient to the need. '

But there are some negative implications to the more restricted inter-
vention rcle, primarily related to finances and efficiency. To have an
emergency capacity means that both staff and facilities will be underutilized
during periods of normalcy. In addition, it cannot be guaranteed that NFA can
recapture even its direct costs of intervention; this means that additional or
emergency funding sources must be found. Ideally, government should

e i T SRR

_realistically face the fact that for NFA to perform a valid, even if limited,

L il TERIIENT X T

stabilization role will require some subsidy., This is particularly true if“

Wk S

government continues itsipolicywo£~suppmrting producer prices. More will be
written on this point in Section IX.

Industry Develogment.ActivitieS‘

‘ The general charge to: NFA to promote integrated grouth and development,
of ‘the food industry in’ ‘the Philippines remain”f:ertifent today. Hou NFA
'ehould proceed uith that mission is afrected by changing conditions and .
emphaeis. ’

As NFA has moved into wheat and cther'grains, grain substitutes and
nonegraina, it has struggled with detining and limiting its activities.
Increasingly large chunks of manpower and financial resources are being spent
in and committed to these areas. Stafr interviews consistently reveal concern
and uncertainty about both the validity and future of NFA programs which are
not tied to the staples of rice and corn. The concerns are particularly acute
when non-grains work is discussed. . ' '
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‘There'are‘eeveral“reesons for that uncertainty. The development of
commodities such as meat, poultry products, milk and dairy producte, fruits,
‘and vegetables 1s not the same as the development of rioe and corn._,The
technology, standards, and facilities requirements are different and the
market 1s more volatile. Producers are not as organized as their- oounterparte'
in the grains industry due to the diversification of commoditiee they;
produce. This means that the tested techniques used by NFA in rioe and corn
are not'perticularly applicable to non-grains and that influences its procure-
ment,_kprocessing, distribution, and marketing options. - So the first
uncertainty is that NFA is in its non-grains efforts in uncharted waters,

- A second reason for concern is a substantial sense that a major
rationale for much of non-grains aotivity is to support both Food Terminal
Inc. (FTI) and Kadiwa operations. This report will later discuss both and
will conclude that FTI is in extraordinary financial difficulty and that the
Kadiwa program is now a prime candidate for subsidiarization or privatization.

In reviewing the non-grains options, the consultants are of the firm
opinion that government is making tactical and financial errors in engaging in
the procurement and handling of perishables. This is a high risk undertaking
requiring etFBﬁ“'InoentIVee to maintain the diligence and effort necessary to
make it profitable. Almost by definition, government does not have such
motivation and incentive, especially over the long-term. With a proper profit
incentive and a range of technical support available to it, the private sector
can operate in this area more efficiently.

This leads to a third principle:

That the NFA role in commodities other than rice, corn,
and wheat be clearly defined and limited to development
of markets and market information, facilitating contact
between producers and outlets, general oversight and
limited involvement in the export/import of food
products, commodities, raw materials, and related
equipment and facilities. ’
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That program concentration should intentionally shift
away from the development of NFA owned and operated

sector.

- This -principle has.clear applicability in terms of non-gréins,
is aisoepertinent to plans for supporting the basic erops.

acilities to stronger s tr
development of a responsive and responsible private

upport and assistance to the

but it
Later in this

repbrﬁ;'a detailed discussion will argue that the maximum contributionethet

can be made to food industry development and to the reduction
losses will come from improvements in private sector participation.
to such partieipation will be identified and both general and

recommendations will be offered.

The report

ef pest;harvest ’
Barriers
specific

will also offer some favorable comments about the Northern

Philippine Grains Complex now under develepment’ and identify reasons that

facility addition makes sense.

essentially one of taking a tighter posture in regard te‘ruture

- The force of the 'fburth ‘principle is

NFA facility

development and §o aeek first the option of brivate_bertieipation.

The effect of the first four

principles is to set limits on the NFA

mission to reflect both vastly tighter. economic constraints and changing

public peliey.

This' requires NFA to review the balance of its programs and

operations‘ahd to determine what adjustments and actions are necessary to
bring theee_into line with the tighter charter.

'(yheltqo mejor‘eonsiderations in this review are the economic viability
of the udaehtakinge‘and the relationship of these to the redefined missions.
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‘As has been not:ed above and will be discussed more f'ully in Sect:ior
IX, NFA's t‘inancial status is precarious. Its debt f‘inaneing cost:s are
' escalating rapidly. Its debt/equity ratio is far short of comfortable

norms. It has no assurance of government subsidy or support. NFA must, t:hen,
look first to itself to achieve all possible economies and efficiencies.

" The most productive search for economies begins with isolating and
identifying t:hose programs ‘and facilities which are, and will continue to be,
perennial losers. The accounting system used by NFA has inhibited  that
identﬁif‘ieation; but the Authority has, through ad hoc studies, begun to obtain
more valid inf‘onp;at:iori on certain undertakings. The recommendations set forth
in then sections on finances and on information systems will provide a more
automatic and precise framework in which this examination can be made.

—

_‘ Nevert:heless, the Authority can make some determinations now. The
_obnsult:ants,.in their review, can identify several major facilities which are
draining NFA resources: FTI -and the Southern Philippines Grains Complex
(SPGC). Within SPGC, there is an oil extraction plant that has little hope of
ever achieving breakeven vstat:us. At Iloilo, a power project using rice hulls
is under construction and its economic future is highly questionable. In
Section VI, each of these will be discussed separately, for their origins,
purposes, and history are different and alternatives to ‘resolve the problems
. vary. For purposes of this seotion and the principle that is advocated, it is
sufficient to note that these are known to be losing ventures and that NFA
must confront its alternatives.,

A t——

In addition, NFA should set a rigorous agenda 'f‘ox'v itself to subJeo't
each of its operations to the same kind of cost tests'. A potential area
surely 1s the extensive network of warehouses (287 ‘owned and 420 leased)
throughout the country which are substantially underutilized under today's
circumstances. Not all these warehouses exist on merit or need and NFA would
do well to establish and adhere to strict guidelines on placement of such
facilities. Because NFA's stabilization work has fluctuations, NFA must ,.have
flexibility in both facilities and staffing. Given a fixed minimum base, ’t:'hatj.
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rlexibility comes through adroit leasing polioies and, in the case or
manpower, maximum use of casual employees.-‘

It should be re-emphasized that economic viability is not an exclusive
test of whether or not an activity or facility should be maintained. The key
stabilization and industry development activities embraced in the first  four
principles will not automatically be economically self-sustaining and this has
major budgetary implications for NFA and government. Nevertheless, the
economic tests highlight areas where the most careful operational control ‘must
be exercised and where the search for alternatives is most compelling. .

‘Other Peripheral Programs

_ : .
3 NFA also operates a number of programs which can survive strict

economic tests or could be made to be viable undertakings but which are not
necessary to its essential missions.

- The consultants' review of NFA's programs; projects, and efforts
.1dentified several which are not clearly within a tighter NFA charter or which
-may duplicate efforts undertaken by other agencies. For example, NFA engages

in aspects of corporate farming, farm development, model farms, piggeries, and
Swamp reclamation. These are production activities in the main and should fit
under the aegis of the Ministry of Agriculture and Food. But the issue is not
quite that simple. Corporate farming is an example. This responsibility was
set by G.0. 47 and that order still applies. In reality, that initial program
has been administratively retailored as times  and circumstances dictated
i ‘without revision of the basic order. As operated by NFA, it 1s at least self-
:sustaining, uses only minor resources and is neither a financial nor opera-
tional drain. Its continuance or its abandonment would be of no great
consequence. Yet the best course would be to push for revision of G.O. y7
and, in so doing, advocate its placement in revised form with the Ministry of
Agriculture and Food.
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Another area in whieh there is noticeable duplication of effort is i
the obtaining and interpreting of economic and statistieal data which is a
the lueart of decision-making for NFA. There has been open duplication an
dispute between NFA and the Bureau of Agriculture Economics (BAECON) in th
Ministry of Agriculture and Food over production and consumption data. Th
record shows substantial differences of opinion and- both sides claim bette
methods and greater accuracy. It is obvious, however, that NFA‘ has felf
compelled to develop its own sampling and estimating techniques in the sam
areas as BAECON. The differing results have led, in the past, to substantia:
- disagreement over consequent actions such as the necessity and 1level o
imports in a given period. The consultants note that the resolution of thes:
difrerenoes and duplications are not within NFA control. The proper vehicl:
for determination is the: National Fconomic Development Authority (NEDA) anc
there 1s evidence that attention is no# being given to rationalizing dat:
. gathering and interpretation. NFA participates in those discussions and must
be prepared to adJust its own ert‘orts consistent with decisions made in that

forum. ‘

A somewhat different look .can ‘be taken at some of the programs and
t’aoilities now operated by NFA whioh are proritable or nearly S0 and whieh can
'be considered as relatively selr-oontained entities. .An illustrative example
is the Kadiwa program. o

The Kadiwa program was initiated in 1981 to provide, through a network
of government-onerated retail stores, a check on. spiralling costs of
commodities brought about: by world-wide inflation. In essence, the Kadiwa
outlets offer consumers a range of food and other commodities at prices which
are equal to or lower than the lowest prevailing prices in the area in which
Kadiwa i3 located. The Kadiwa program was instituted quickly and it rapidly
expanded to include over 300 outlets,

In this past year, NFA has undertaken a: rigorous evaluation of its
Kadiwa operations with the purpose of obtaining results measurement whioh
gives a rational basis f‘or determining optimum numbers ‘and looation of' Kadiwa
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stores,‘standardization ‘of operations, faeilities, produet lines, staffing,
and services. . The study is of good quality and has set. the - -stage for an
operation which can both be viable and continue to serve its original intent.

Partly as a result of this rationalization, NFA reduced the number of
its Kadiua centers and, by May, 1984, directly operated 178 Kadiwa centers in
169 cities/municipalities. NFA's subsidiary, FTI, operates 25 Kadiwa centers,
23 of which are in Metro Manila. To the consultants' knowledge, FTI has not
subjected its Kadiwa operations to the same program of rationalization under-
taken by NFA. FTI's Kadiwas are costed differently, operate with different
margins, sell a wider range of goods, do promotional errorts, and, in general,
are little different from ordinary retail operations. ' s - ;—-

During the first six months of 1984, Kadiwa operations run by NFA
" (exclusive of FTI) showed a net profit from operations of P14.2 million. This
still rell short of recapturing interest expense on loans funding the program,
and the loss after interest expense was B458,186. Nevertheless, the program
of rationalization undertaken by NFA suggests that the Kadiwa program can
operate very close to the breakeven point and the consultants believe that
this makes the Kadiwas a ocandidate for subsidiarization or for sale or
contracting ont to the private sector. A Seed Capital ProJect presently on a
pilot basis in seven provinces is a good step in this direction. Any Judgment.
on the FTI-run Kadiwas 1is subordinate to the question of FTI's financial
standing and multiplicity of business which is discussed in Section VI of this™~
report. '

Section VI -also describes in fuller detail the examples oited through-
out this subsection as well as other programs and activities which would be
subJeet to a fifth fundamental principle: \ ’

.- That all NFA programs and facilities be subject to examina-
tion for importance to mission and for’ .economic viability.
NFA should work to divest itself of those programs or
facilities which are peripheral to its essential missions,
and should seek, to the extent possible, to find alterna-
'tives to those which are not economically viable.
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VI." MAJOR MISSTONS

This seotion will summarize and comment upon the principal programslv
vand aotivities now carried out by NFA which remain valid under the changing
conditions and the five principles set forth in the preoeding section. The
oategorization .Wwill be by the maJor missions of stabilization, industry
development, and regulation/licensing/enrorcement.. This section will not
treat the subjects of management, in-house support, human resources, rinances,
or systems. These are organizational and not mission elements and are
reviewed in later seotions. o o ' '

The Stabilization Mission

ﬂitﬁin the more limited charter proposed and discussed in“the prior
section, the stabilization mission for NFA would remain for the basic items of
rioe, corn, and wheat., As such, NFA would continue to operate programs of
proourement, processing, and distribution.- It would maintain a timely and
effective infbrmation system. It would continue to lease, own, or operate a
wide range of facilities such as warehouses, dryers, and 'mills necessary to
acquire, store, and process its burfer atock requirements. It would manage a
transportation capaoity through a package of owned and leased vehiqles. It
must have: an effective inventory control system.

Much of the basic network or policy, progranm, strategy, and facilities
for the stabilization mission 1s in- place. The consultants take note,
however, of areas which need - ‘adjustment or change in each of the three

~ supporting programs. ‘ ‘
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Procurement

Because of the push toward decontrol of . prices, NFAiseeaoaoity to
maintain adequate supply and afTordable price of rice, corn, ‘and wheat is
heavily dependent on its ability to acquire, hold, and release, in timely
fashion, stocks into the market. This foroes NFA.

N

o To establish and maintain adequate'buffer stocks. -

‘ o‘l‘To have access to funds for procurement from a variety
- of sources including importation when required.

};a‘ lTo have  an effective monitoring and imrormation system
"’ " to provide planning and decision data. ,

Neither NFA nor any other agency is able to say oonolusively what an
adequate buffer stock level is. Conventional wisdom is about 9Q days supply
held by both public and private sector. The high estimates, based largely on
the concept of two rice crops per year, is 120 days. The low estimate is 60
days based on the potential for production staggered over a year and better
methods which could yield three annual crops under best conditions. In late
198", NFA only ‘held something like three days' supply in many locations and

" that is obviously not a safe margin. In more normal times, NFA has sought to

fmaintain a reserve of approximately 30 days" supply of rice, roughly
equivalent to its distribution requirements but short of providing reserves
for unforeseen droughts or other calamities. "

‘It is imperative that NFA establish and maintain a mdnimum buffer
stock level of rice, corn, and wheat to be able to perform its stabilization
' mission and ensure national food security.

, _ The determination of the proper level of buffer stocks.is a difficult
_matter. NFA has an Inter-Directorate Committee studying this question and it
vlis‘oonsiderimg a formula approach taking into "account such;faotors as per

joapita-eonsumption, population ohange, historical ex-farm prices versus NFA
_fabsorption,'of- marketable surplus, obtimum absorption_ rate' necessary to



Public-Administration Service  1erCha g ot etaw Vogiia o

L3'3'j’
stabilize ex-farm prices, production figures and seasons, inJection rates

necessary to stabilize retail prices, periods from peak of procurement to last
in period milling recovery factors, and locations of stooks.,‘ R

Thie is an extensive and applicable list of faetors, but several
particularly the effective intervention rates, need considerable development.
before usage. The consultants did not attempt to make their own estimate of
what an adequate level of reserves would be but believe that the faotors
identified are appropriate considerations in arriving at a rational figure for
the Philippines.

. A second consideration in the matter of buffer stocks is whether these
must be physically held--engendering high procurement, inventory maintenance,
and facilities costs--or whether a combination of holdings and forward
commitments might be more efficient in the long term. The consultants believe
that NFA might benefit from ‘qualified outside expertise in making these
determinations. ; -

In order to acquire'an adequate buffer stock level, NFA'must have a
range of procurement options available to it suitable to changing economio
conditions. The ability of NFA to procure buffer stock historically has been
a funotion of the level of produotion and established support prices. In

A times of high production, NFA has had little problem in stock acquisition
because the support price it haa offered has exceeded the price determined in
the market. In times of lower production, the private sector has offered a
higher price than the support price, and NFA has had difficulties in looal
procurement. That is substantially the case today. : ’ -

The definitive move to deoontrol prices may well, in the long term;
apply even to rice. For the short term, it is unlikely that rice prices uill
he left to free float and the consultants agree in prinoiple.‘ Later in the
report, recommendations will be made to implement a two or multi-tiered
pricing system for milled rice primarily as an incentive to private sector
participation and modernization. But one of the options available with a
multi-tiered system is that price oontrols could be lifted on the higher grade
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rice and retained ror the lower grades ‘as a guarantee of afrordable staples to
the general population. _ ' ‘

A The implications of priee control changes and the introduetion of a
mmlti-tiered grading system may widen NFA's ability to procure its buffer
stocks not only on the basis of support prices where still relevant, but also
on a buying price established’by the market where control and support prices
are lifted. o | | ' | |

NFA should also, in its stabilization mission, maintain its option to

engage in direct importation of basie commodities in order to both eontrol

volumes and fill national requirements. It should not plaee itself in a

. monopoly position on imports, but rather support and supplement the general

supply situation and maintain its potential to influence price by release of
its own holdings.

Distinctions should be made between import strategies associated with
rice and corn, which can be locally produced, and wheat, which is almost
totally imported. In the first instance, through the use of sound predictive
'indicators, NFA can make relatively accurate estimates of national supplies of
rice and corn and can compare these with oonsumption patterns to determine and
anticipate deficit and surplus situations. In the case of wheat, the

"’relatively known quantity is consumption and'what must be determined is to
what extent the private sector can and is willing to assume importation of
wheat in response to that need. NFA will,‘of course, need to acquire and hold
some minimum buffer stock of wheat, but beyond that base, the relative shares

‘ of importation between the public and private sectors is dependent on a range

"of factors. The eonsultants ‘believe that_if the private sector millers and

Nt S S

impprters are permitted to operate under the same conditions as NFA, that the

e B B A A .

. -private sector response will fulfill all but the minimum requirements.
. W T

In the course of review of existing procurement methods, the
 consultants noted that NFA 1s frequently offered palay that may have been
rejected by traders or that farmers know is of poor quality. NFA's quality

. .assurance program-is intended to maintain minimum standards. But proourement
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" of deperiorétiﬁé palay may oceur - because sqmé,.quaiity. as#uééh@e‘,fieid

personnel believe they do not have adequate support from superiors.. Due to
lack of clearly understood standards, farmers complain when the1r palay is
rejected or downgraded, and these complaints frequently reach the NFA'Centpél
Office. Quality assubanoe technicians perceive that these oomplaints refléét
negatively on their performance.  These field teams need assﬁrance .and
confidence that their strict compliance with procedures 1Syin.£héip16wn,991f

interest and that of NFA.

o Quality assurance procurement teams must be firm‘ip>acéeptiﬁg'on1y'

thaﬁ palay which can be milled to_reasonable,quality r;de. tQU&lity standards
for palay will eventually'remedy this problenm, ;

Processigg

1Th9 Subject of processing is essentially the subject of pdst-harveSt
asset management, and this rgporﬁ treats seﬁeral topics undeb'that‘heading.
The first is the matter of concern over post-harvest losses. The éecond is a
general evaluation of NFA's existing post-harvest facilitigs.’ The third is a

raview of Systems sdpporting.theibrdéessing,activities.:

A fourth topic ﬁhiéh'pabﬁioularly would affect. post-harvest losses is
improved private sector vinvolvement. But this subject is even more

Post-Harvest Losses. A crifical concern is beduotion of post-harvest
losses, In rice, the estimates of the extent of such losses range from 10 to
36 percent of the annual crop. For the producer, whose base costs to put in
the orop under intensive oultivation, approximate half the value pf' the
potential harvest, post-harvest losses translate into a .loss of profit of
double that percentage: 20 percent to 72 percent. Helifdocumented research
on the Subject describes m&ny contributing factors such as: '
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~‘io . Introduction of higher yielding varieties of rice which
‘may be thinner husked and more susceptible to deteriora-.
tion and pest damage. a

) Increased pressure on existing facilities througn
production increases.

@ . Poor timing of harvest, either when the grain is past
maturity, shatters and cannot be recovered, or when
premature, which produces lightweight grain and reduced
milling ylelds. Harvest timing may be affected by labor

-supply and weather.

‘e Fragmented organization of rice handling, particularly
when grain must be transported some distance to
collection centers, dryers, and mills.

@ Losses in threshing due to thresher wear or machines out
of adjustment.

® Rice fissuring and breaking during milling. Modernized
mills recover 3 to 6 percent more milled rice than older
mills and a greater percentage of head rice. But
fissuring still occurs, although mechanical and physical
stresses are only partly responsible. Recent research
indicates that fissures are also caused by moisture
adsorption or desorption prior to or after milling.

e Inadequate drying techniques and facilities. In the
Philippines, most rice is solar dried. The national
highway has been called, only partly in Jest, the

" largest solar dryer in the country. This 1is the
cheapest form of drying, but is effective only when-
small quantities of rice are handled. Where mechanical
dryers are used, because of limited mechanical dryer
capacity, local managers must resort to double handling
of palay during peak periods, initially drying palay
from about 26 percent to 18 percent moisture content,
and at a later date, drying again to the 14 percent
required for safe storage. The double handling adds to
losses and costs, although it is the best alternative
available.

NFA 1s involved direotly in post-=harvest asset management ‘as a
;consequence of both its stabilization mission and its industry development
“obJectives. Market intervention, by itself, has required NFA to acquire or
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construct a range of storage ‘and processing facilities. In addition, NFA has
moved to 111 needs in drying and processing capacities generally throughout
the country as part. of its industry development objectives. It is currently
embarked ‘on a major project through an ADB loan to develop a Northern
Philippine Grains Comple*<(NPGc). The NPGC takes a systems approach to post-
production and post-harvest operations. As such, it recognizes the
interdependence of threshing; drying, storing, and milling. The NPGC concept
recognizes appropriately, that upgrading onlypsome elements in the chain of
events bbetveen harvest and market, and not others, will not improve rice
quality or quantity significantly.

.-In'the consultants' view, NFA has the technical capacity to develop
workable facilities; and inspections of newer installations indicate that it
has up=to-date knowledge regarding storing, drying, and milling rice. This is
not to say that improvements are not possible. The next section contains both
general and site-specific findings and observations regarding NFA facilities. '

Facilities. The major issues regarding NFA's facilities are their
sufficiency in number and quality, their positioning, and their utilization.
The major types of facilities are warehouses, dryers, and mills, '

NFA owns 287 uarehouses with 1.4 million ton' capacities and leases

420 warehouses with 789,000 ton capacities. Thus, its holding capability

'currently is about 30 percent of the annual rice harvest. Warehouses, of
course, are also used to store corn, wheat, and feedgrains, as well as non-

perishable items primarily associated with Kadiwa stock. NFA has expanded its

warehouse capacity in recent years. As a government agency, it was subJected

to political pressures to construct or lease warehouses in areas not of its

own choosing or selection. In other instances, NFA sought to better position

its warehouses in areas of need. -

\.4

It is quite clear that the total uarehouse holdings of NFA are in
excess of its need and that . a- program or rationalization should lead to
considerable savings. NFA  has developed a standard operating procedure to—
evaluate utilization of its leased warehouses and uses a standard that
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facilities with less than 75 percent utilization be considered for immediate
phase out. The low level of ‘NFA procmrement in the past two years has
resulted in underutilization of virtually all facilities so that application
of the 75 percent standard will have to be considerably tempered with Judgment
about potential use in future years. Nevertheless, the applioation of
standard evaluation measures is valid and should be extended to owned, as well
as leased, warehouses. '

NFA has 731 dryers with capacity to dry 327 tons per hour,'a level of
about two percent of the total harvest. NFA has the majority of the country's
dryers and the lack of drying capacity is the most limiting factor in produc-
ing quality rice in the country and is a major contributor to post-harvest
losses. Development of additional drying capacity is a key part of the Agro-
Processing and Marketing Project supported by ADB loans. Additional incen-
tives for private sector investment in such capacity 1s described later in
this report, especially in the adoption of a multi-tiered prioing system for.
rice.

NFA has 91 rice mill units in different locations in the country with
a rated capacity of 216. tons - ‘per hour. The NFA mills represent four peroent
of the national milling capacity. In general, ‘the NFA mills are more modern,
Lrepresenting seven percent of the nation's modern rioe milling capacity.
:Neither the ‘total NFA milling capacity nor its modern milling capacity is
sufficient to handle NFA needs under normal circumstances. NFA contracts most
of its milling requirements to 0 _the private..sectorts-modern—millss—this-is.

ﬁiﬁppurtdnnr—1d“*1ﬂﬁ?‘privatEG sector and, in the long term, an incentive to _
m§§ernization. '

kThe NFA mills are necessary to support the stabilization mission and
modern mills are essential to comply uith export grade specifications should
tne nation have surplus rice. As- private modernized mills come on stream, NFA
should begin to phase out its older mills. ’

The consultants visited a range of NFA racilities during the oourse of’
the pProject and provide additional oommentary on operations, regions, and
specific complexes as follows:
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‘Rice mills in several locations were acquired as grants
from Japan. The successful bidder was Satake, a well-

- known Japanese manufacturer of milling equipment.
Generally, in industry, machinery operating at 80 to 85
percent of rated capacity is considered to be performing
well. It is difficult to assess the performance of NFA
milling because it is Jjudged, input versus output, on
the basis of mill running time instead of the entire
work shift when the mill should be running. Downtime,
due to electrical power failure, parts breakage, lack of
palay, etc., then become reasons for poor performance.
-There are frequent "chokes" on machines, minor break-
downs needing repair, and employee inattention which
cause machinery to function at lower than rated
capacity. Discussions with NFA engineers and managers
indicate that there are problems in spare parts procure-
ment. Spare parts control is necessary, but becomes a
constraint to efficiency if mill operation is stopped
frequently because of 1lack of consumable items.
Instances are cited where managers or engineers and a
representative from the accounting department drove to
Manila, purchased a needed part from personal funds, and
. Sought later reimbursement. A review of parts procure-
ment procedures with recommendations from plant
.engineers is an obvious remedy.

®  Machine capacities are rated by foreign manufacturers
under circumstances and rice varieties elsewhere which
may not exist in the Philippines. Such ratings are
 developed during long-running periods, during which
'mills are fine tuned and operating capacities
developed. With the low level of rice procurement
during the past two years, it is going to be difficult
for NFA to find the 1long operating runs necessary to
fine tune its mills., Efforts should be made to develop
runs of sufficient length to enable operating staff to
maximize mill capacity.

¢ The visit to Sultan Kudarat, Mindanao, was of interest
in that farm production units in the area were larger
than those observed in the Luzon area. This suggests
that some elements of post-harvest activities could be
mechanized to the advantage of the farmer without
significantly inoreasing total costs. Certainly, a
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walking mechanical reaper could be used advantage-
‘ously. This would permit better utilization of scarce
labor at' critical harvest time and aid in reducing
" harvest time, Mechanization may not improve efficiency
or productivity in smallholder operations, but it can
make a difference between a timely, good harvest and a
water-soaked mass of palay.

The Southern Philippines Grains Complex (SPGC) in Sultan
Kudarat is unique in that it is an excellent facility

with modern machinery and considerable bulk handling
capacity, but it is currently badly underutilized and
cannot be sustained in today's economic climate. A
description of the facility, its problems, and possible
alternatives 1is contained in Section VII on Peripheral
Missions. A side observation is to note the initiative
of the SPGC staff in fabrication of rubber rolls.
Should they achieve a technical breakthrough, producing
rolls of equal quality to commercial rolls at a lower
cost, then a new industry may be created, and modernized
rice mills would have lower operating costs..

A visit to Isabela and the Northern Philippine Grains
Complex (NPGC) provided an opportunity to speak with a
farmer group organized as an irrigation association. If
post-harvest grain losses are to be reduced, active
farmer cooperation is necessary. Lack of dryer capacity
in this region is evident. Harvest should occur when
grain is physiologically mature and the moisture content

-1 22 to 25 percent, but this is hardly possible when it
is raining continuously. During the visit, harvesting
‘was underway in the rain and the palay was sodden. The
NPGC complex and its 24 procurement warehouses and
dryers will have positive impact in the area.

NFA and National 1Irrigation Authority management
officials in 1Isabela should be commended for their
cooperation and support of farmer irrigation associa-
tions. The group visited was proud of association money
earned and deposited in the bank and of their purchase

- of thresher equipment from NFA. They are considering
lease of an NFA warehouse and dryer. Long-term support
of this nature is essential if farmers are to overcome
the handicaps of small holdings and limited capital., If
this basic part of the population is ever to escape
subsistence farming and become self-sufficient, it will
be through stronger associations.
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The support they require should include economic studies
~of their proposed investments. The consultants believe
that they should not be encouraged to invest in rice
milling, but rather, in intensification of present
farming or acquisition of additional leased areas to
farm. . o

Grain and feed ingredient discharge from ocean vessels
in Manila Bay is inefficient and costly. Imported
soybean oil meal has a disappearance or shrink factor of
about six percent in handling, and imported grains a
shrink factor of about two percent. Despite the
inefficiency, importation of grains and ingredients were
among the few profitable activities of NFA in 1983,
With the relatively low cost of these imports, the 1983
aggregate gross profit was B532 million. 1In times of
high prices for grain and ingredients, however, NFA may
Subsidize these purchases so that flour and feed prices
are held down to assure relatively low prices for bread,
broilers, and pork. Improvement of ship discharge
operations at Manila bay has been studied extensively
over the years, but it is a highly-capital intensive
investment requiring a deepwater site, pilings ¢to
support massive silo and grain weights, pneumatic
discharge legs for discharging bulk cargoes, a silo
system with apprupriate distribution devices, bulk and
bag load out systems, and room for truck scales and
traffic. Sufficient bulk grain and ingredient handling
will have the advantages of improved inventory control,
reduced contamination, reduced weather losses, reduced
Spillage, reduced demurrage and time, reduced losses due
to rodents and insects, and reduced handling.

It has been suggested that a barge and vac-u-vator would
improve the situation. The consultants are of the
opinion that while it would eliminate the use of clam-
shells to offload into barges, thus reducing one source
of handling loss, it would only be a partial improve-
ment. Eventually, a complete new system would be
necessary.

If a good site could be found, it would be worthwhile to
develop a Joint venture company with private sector
users who could share in its economies. This system
could also be developed to handle discharge of non-toxic
naterials such as granules, powders, and cement.
Increased use of facilities would permit rapid
amortization of the investment. Investors would have to
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"~ have confidence in .the. long-term profitability of th
~ grain industry and of a. favorable business environ
“ment. Current procedures add costs to grain an
ingredients without adding value. :

NFA has demonstrated its ability to plan, coustruct, an
operate a modern bulk ship discharge facility. The
have done so at the Batangas Bay waterfront for th
soybean 0il plant., There 1is further discussion i
Section VI on the special circumstances surrounding thi;
facility and plant. . ,

Processi Support and Control Systems. Two of the
major support and control problems in processing are
facility utilization and inventory management
Procurement and processing of rice and corn for NF}
« stabilization requirements are, of necessity, ar
intermittant activity. .

For the past two years, NFA has procured little rice due
to effects of drought and typhoon erop damage and
resultant prices above price support level. As a
~ result, there has been little activity in milling and
warehousing. Because of this circumstance, the
‘consultants could not directly assess policies and
- 8ystems in practice. Therefore, comments generally are
descriptive in nature and reflective of past history,
recent changes, and future directions.

- Warehousing of grains and the need to control inventor-
.-ies 1s of great concern to all in the grain Andustry.
"The potential for manipulation and fraud in grain
'handling is always at the forefront of management
thinking. Therefore, good inventory ‘control policies
are important, and close attention by management that
policies are adhered to is essential. NFA experienced a
major write-down of inventory 4in 1983 of over 200
million pesos, largely due to failure over many years to
take and rcconeile periodic physical inventories with
accounting records. There was excessive dependence on
"volumetric®" inventories which are essentially esti-
mates. A new policy requiring physical inventories to
be taken semi-annually, or whenever warehouse stock is
reduced to 20 percent of capacity should prevent any.
future write-downs of such magnitude. NFA should
consider an even tighter policy, making physical
verification a quarterly routine and requiring 1loss
accounting soon after inventory. '
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In the earlier discussion of NFA-ouned taoilities, note was: taken of
the currently high degree of underutilization. There are’ only limited oppor-‘
tunities for converting under-utilized NFA faoilities to other uses. One such

possibility is installing a feedmill inside or alongside a uarehouse. ~ Any
such decision to build a feedmill must be based on an eoonomio study which
would include marketing of finished feeds, census of animals, availability of
ingredients, and oompetition in the area. . :

Should a feedmill be decided upon, an additional consideration should
~be whether a pellet mill is warranted. Ihere are many~advantagee to_pellets:

.i'o ' Gelatinization or starches in feeds and therefore better
- assimilation and feed conversion.

‘® Less dust.
® Better mechanical transfer and handling.

® Easier salability if competition has .pellets.

. But a pellet mill and supporting boiler or steam generator and orumble

rolle .are costly items and- require more technioally trained staff than a

simple mill.. If space is planned for later installation of the pelleting

1equipment, a basic feed mill could be installed in a short: time. at small

cost. Should experience indicate a need for pelleting, the equipment could be

added at a later date. If the feedmill is of limited capacity, pelleting
equipment probably could not be justified.

Distribution

~ Within the stabilization mission, distribution involvea the means by
which stooks of basic commodities acquired and held by NFA are transported to
holding or processing facilities, shifted from one locale to another, and sold
or releaaed into the market. The components of a distribution system are an
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adequate and timely information base for decision making, a transportation
capability, ‘and outlets through which commodities can enter the market.

7 Planning traffic patterns for the movement of grain from sources to
facilities for drying, milling, and storage is a complex exercise,linvolving '
consideration ofweight limitations on - bridges, road: construction, and
determination of optimum routing to achieve the greatest number of stops at
the  least distance. Also, traffic patterns change each year as surplus
production areas change.

Reference is made in the Information Systems section of this report to
a Grain Dispersal System which is under development and in partial use.
Information on warehouse inventory stocks of palay ard milled rice are
reported daily from the field to the Central Offioe Grain Direotorate. There,
the information is entered into the computer with data on movements of palay
and rice and the time inventories will last based on current usage. This is
an effective control system as it avoids surprises and provides time for
management to react to surpluses and shortages.

The significant issue in distribution is the network used in releasing
stock. The oconventional methods of sale ‘to dealers remain largely
unaffected. But the elimination of most price controls on a range of staple
commodities does impact a major outlet-<the Kadiwa: stores, By price
decontrol, the government establishes its intent to step back from a heavily
managed economy and to let market forces and competition set prices for most
commodities. Through the Kadiwas, the government could absolutely ensure that
prices of covered commodities would be within the set support and ceiling
prices. A Kadiwa could, through wise buying and stocking, provide commodities
which were not price protected at least at the lowest price levels available
in the area which it served. Under broader decontrol, the fundamental
rationale for the Kadiwa program appears to be eroded. Save for rice, stock
for the Kadiwas must be procured by competitive methods. 3Because of economic
belt tightening, such stock must be sold at prices sufficient to,reoouer all
costs or else the Kadiwa must make up for its loss leaders through other
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'commodities. _ The result is an operation olearly 1ike any ordinary ‘retatl
store, depending on shrewd buying, competitive,‘prioing, and effioient ,
management to. stay afloat.,, - c ,

- If, as Has suggested in Section v, the Kadiwas are potential
candidates for subsidiarization, lease, or 'sale to the private seotor, the
government .could still preserve its legitimate interests in proteoting prices

~on rice through contracts, 1licensing requirements, or other operational
devices as a condition of lease or sale. Further comments on the Kadiwas are
included in .the next section.

A second issue which falls primarily under the heading of distribution
is the 1983 intervention by NFA into flour distribution. ‘In 1983, a flour
shortage occurred, due in part to the devaluation of the peso. NFA, respond-
ing to tnat crisis, took over exclusive control of flour distribution,to the
"nation's millers and bakers. The rationale was to stabilize supply and to
reduce hoarding and overcharging by tnose who had access to the limited stocks ’
in the country. The intervention was considered temporary, but, as of this
report, continues with no certain timetable or definition of conditions under
which NFA would return flour distribution to traditional channels.

The flour intervention has been a source of continuing controversv and
debate in the press. The private sector charges that the NFA_aotion‘was
capricious and done without oonsultation. NFA states that 1its response was in
the national interest and that it held at least. 10 meetings Hith 1ndustry
representatives before takeover.

Bakers charge that the intervention reduced - their earnings and forced
thempto the edge of business failure. NFA adopted an allooation plan based on
capacity that bakers had claimed'in‘their_license applications. Since license
fees are based on reported capacity, a number of bakers had underreported
their capacity and thus received allocations below their real capacity.

'~ Millers charge that, on several occasions, NFA has forced them to shut
downiprooessing because of surplus wheat in silos. NFA responds that there
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still remains a national shortage and that its actions are to ensure an even
flow of limited supplies into the-market. -

Private sector representatives charge that the real reason for NFA
continuing its monopoly, particularly on. importation, is that it is a ma jor
revenue producer for .NFA. Distribution and importation from all import
activities did earn over 500 million pesos in ‘1983 and such revenue is
essential to NFA's financial condition. The consultants understand that a
legislative move to force NFA to Hithdraw from its intervention was dropped
because of the government's inability to find revenue offsets through the
budget process. ‘

A final point on' this matter is that even if NFA opened up grain
importation (as it has .in feedgrains) to the private seotor, it may not find
takers because of higher duties and taxes private firms will have to pay over
that now required of NFA, the lack of credit guarantees to the private sector
which are available to government agencies, and apprehension about the adverse

—

and unoertain business and economic conditions.

The consultants mcke no definitive recommendation on this point other
than to state that, in principle, NFA and the government should strive to
achieve conditions in which NFA's monopoly position can be eliminated in
policy as well as in practice. The oonsultants reoognize that changes in a
number of pSIIEISS‘E?EEEEing those conditions lie outside the. control of NFA.

The Industgz Development Hission

. This mission may pose the biggest and most important ohallenge to and
opportunity for NFA in the future. As government relaxes its management and
control of the food industry, it must add emphasis to its support and
development roles. NFA cannot consider itself to be the "market" or to be the
key player in the industry.
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| This section will initially focus on the question of development of a
responsive and responsible private sector. The private sector's involvement
and participation will be the major determinant of the success and: growth of

" an integrated and stable food industry. The second part of this section will
identify those activities now being conducted by NFA in support of industry
development which should continue and perhaps be expanded. The third part of
the section will comment on the regulation, lioensing, and inspection roles
that are legitimate concerns of the government and will pose the question of
whether all or part of those control activities should remain with NFA or be
organizationally separated. ' ’

Need To Improve Private Sector Involvement

_ Even in the crops in which NFA has. had maximum stabilization responsi-
bilities, the maximum degree of NFA intervention has been limited.‘ ‘In the
rice market for example, the outside limit of NFA involvement has been about
15 percent of the crop (although this varies substantially from region to
region). If farmers retain an estimated 20 percent of the orop for family
consumption, then approximately 65 peroent of the crop is left to the private
sector for processing.

So even if NFA does an exoellent Job of reducing: post-harvest losses
on all the rice 1t handles-and it is on track to do Just that--the national
reduction of these losses is not significant unless the private sector
.partioipate strongly. This point is certainly understood and emphasized in
sthat part of the Agro-Processing and Marketing project which includes a
private sector inoentive plan to encourage 350 private millers to modernize
their mills. To date, however, after two years, only 18 of 64 applications

for loans have been approved and no fuuds have yet been drawn down. The

cofiSultants will later set out Ssome reoommendations for improving the
attractiveness of these loan provisions, but believe the reluctance of the
private sector to participate in this program has deeper roots.
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. Conversations with. private sector representatives consistently yield

the foi@éﬁ#ﬁgfﬁéhcépns:

, 5f'ﬂﬁhdérlth° present system of price supports and ceilings,
~ 7. .there: is inadequate margin for profit and therefore:
. 1ittle incentive to invest.

@ Although better quality milled rice is, in practice,
. -".s0ld at higher than the government-controlled prices to
.~ consumers willing to pay a premium price, the absence of

" a legitimized two- or multi-tiered pricing system serves
as a strong caution against premature investment in mill
modernization.

~® There is uncertainty as to what extent NFA will go to in
expanding its own facilities, increasing 1its own
Participation, or suddenly intervening as it did during.
the period of flour shortage in 1983, Concern is
expressed that NFA can "change the rules" at any time,
putting private collateral at risk. Millers voice
concern.that their licenses must be renewed annually and
that granting or withdrawal of NFA milling contracts are
critical to them. They worry about the potential for
capricious actions by NFA.

¢ There is a strong feeling that NFA is antagonistic
toward the private sector, and this reaction is
regularly reinforced by NFA's activities and almost
daily public rationale for procurement or intervention
actions to check "unscrupulous," "irresponsible,"
"hoarding," or "profiteering" traders.

There 1s some merit to each of these concerns. The consultants
particularly believe ;hat NFA should adoptia two-tiered pricing system. ' When
current' NFA-FAO étudiqs on palay standards are dompleted, they should be
introduced aiSo, s§ that farmgrs can benefit froﬁ'a prémium price for better‘
palay.

Another*important reason for a two=tier pricing system for milled rice
is that ‘it will reduce the potential for graft existirg at present; Today, if
an inspector encounters a retail vendor selling rice at over the controlled

o price’iimit, the vendor may be legally cited and is subject to pena;ty.,lrhe
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consultants are informed that the inspector may be offered a bribe to overlook
the offense. The frequency of these occurrences and their implications are
only conjectures. An uncontrolled or higher price for botter quality milled
rice would offer additional incentive to quality milling and reduoe the motive
and temptation to cheat.

The consultants further believe that NFA should g0 slowly in proceed-
ing with considerations to add as many as four additional grain complexes to
its holdings. The priority should be to attraot private sector participa-
‘tion. If that is not forthooming, NFA will almost certainly fill the void and
will move further toward a de facto nationalization of the grain processing
industry. It is the very rare instance, indeed, -where government-owned and
operated businesses can match the effioiency of the private sector.

Finally, NFA needs to improve its public relations with private sector
associations. This is not to say that it should relax its regulatory and
enforcement vigilance and powers, but rather that is must develop parallel
Support, assistance, and,inoentives uhioh»hring the energy of the private
sector into play. | S i

An additional incentive, beyond the two-tiered pricing system
montioned earlier, which has little risk, would be to permit Quedan Program
loans at 85 to 90 percent for cooperating millors. Quedan loans have a near
perrect repayment experience, and the current 80 percent reserve requirement
may be too conservative. Millers complain of lack of funds to buy palay, and
this would provide additional funds at small risk. '

An additional incentive to private sector involvement would be to
change the loan provisions for private mill modernization under the loan
agreement negotiated by NFA with ADB for the Agro-Processing and Marketing
Project. As was mentioned earlier, there has been slow response to this
pr&yate mill modernization program. Visits with private sector rice millers
suggest that some changes should be considered in the program to make it more
attractive, yet without putting the borrowed money at risk to NFA or ADB. Tﬁ’“‘
basic elements are in place, namely the 100 percent collateral requiroments,
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thé'five-year;ambrtizatioﬁﬁpépgpdg;anq”thq inggrest¢rat¢sg * The consultants
months 'after mill mddernizgtibn f;s. completed. At fﬁbegéﬁt,,”thé'fScheduie
requires first payﬁéﬂtfﬂih 90.“days; whoh may not ~coincide with - palay

recommend that 7aﬁbrtizatidhf{(pfihéipal and ihteréSf)';SS?ZSGtt to: start six

procurement.

Such a changeﬂwould hé1p,*dodylyﬁpb,it.thé\brdader beodmmehdations
concerning Quedan loans and tiered pricing syStem‘fbr“riéé.wééé'implemented.

The following paragraph from the apticle "Agribusiness in the
Developing World" (Newswqek, October 15, " 1984) by a retired World Bank
official, is included because it is relevant: | ' ‘

-technology they need and markets for their output, they
respond and agricultural production increase. An important
less on the 19708 was that neither public investment nor
expansion of credit is a substitute for incentives, a lesson
that has yet to be learned in some centrally managed
economies,"

Continuigg Support Activities

NFA and its subsidiaries currently. engage in a range of subpoht and
asSistance ééfivities which are important tb’ﬁﬁé‘industry develobment mission,
fit within the tightened charter'proposed for the Authprity, and are worthj.of
continued and selectively expanded suppbrt. Tﬁe” major lines of effort
developed by NFA are research, extension, credit, insurance, business
pPromotion, and market'developmeht. Comments on these 1nst1tut16nal support
systems follow. '

The Quedan Guarantee Fund Board (QGFB) is a subsidiary created in 1978
by LOI 704, primarily as a aoredit device to encourage participation of the
private 8sector in the grain industry. This is a successful programisimilar to

warehouse receipt lending programs used in many countries.
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" The concept ~Has f6ée§i é*béhdéd"ﬁo: include ébﬁn; ”feedgrainé, and ot
'commbditieS;'with’thé‘cdeOditypledged and/or dobtggged under the program

80Aperoent of thezloéhiﬁalug. The repayment experience of this finanej
‘program is excellent. As the need for financing purchase of Palay and ot}

commodities is critieaj to private sectopr participation in the grain industr

percent op perhaps éven 90 percent of the loan value. The 85 percent figy
would increase the available runding'by'SO percent. There is ample precede;
for this as the loan reserve figuré increased over the years in several steg
from 66 percent to the current 80 Percent, Since the repayment eéxperience hg

continued to be Successful, there would not appear to be,signifioant increas
of risk at the 85 Percent level,

of the industry; It péomotes quality control methods and standards,

NFA. also conduots*'SOcio-eoonomic surveys related to corporate vgnd
industry development. strate K o c ’ ' o “ )

Sfudies are conducted of facility imprdyément‘and qxpénsidn of product
and by-product utilization, Physical, biologiog;;-and‘chemICa; analyseélare

made in central and fielg laboratories. Food testing is done for the protec-
tlon of health of the pupie. | :

retailers, angd wholesalers, Technical assistance is alse provided to millers
to improve milling recovery and ore profitable usage of by-products,
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The Grains Insurance Corporation (GRAINSCOR) was organized in 1978 to

facilitate the serviding of the insurance and'bond requirements of the grains
busihessmen so as- to maximize the protection of farmers' and traders' grains
deposits. As an inéuhance general agent, it sollcits non-life and surety
business for the governmént-owned Government Service Insurance System'and‘its
accredited private 1insurance companies. The forms of insurance coverages
handled by GRAINSCOR include bonds, fire, marine, motor car, and group life
accident insurance. It receives direct commissions for its efforts from the
companies from which it solicits business. The expansion of the GRAINSCOR
coverages suggests that it may have outgrown its NFA home and might better fit
within the Ministry of Finance. .

The Business Promotions program is cohsidered by NFA to be primarily

QeVelopmental. It provides guidance to the private sector in the determina-
tion and undertaking of profitable ventures. It also encourages formation of
buéinessmen info trade associations. Additionally, linkages with financial
and banking institutions are created to faeilitate credit to the private
sector.

TJa terms of market development, NFA should retain its inte5est in

strengthening linkages between production and marketing, development of the
export market, and establishing trading posts in production centers where
'buying and selling transactions are monitored by NFA. To the last point, the
establishment of farmers markets in strategic areas as planned in the Agro-
Processing and Marketing Project 1s a progressive step. The consultants
believe that the concept of the Valeniuela wholesale market project 1s
logical, well-conceived, and past due. It would represent substantial
improvement over the crowded, noisy, dusty, confusing Divisoria, the current
wholesale market through which muech of Hetno’Manila's fruits and vegetables
changes ownership and finds its way into retail stores. The modern sheds and
cold storage faoilitiea at Valenzuela will do mueh to reduce the spoilage and
: quality losses ourrently experieneed.
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Yet the consultants are concerned over contentions by several traders:
that the Valenzuela site is not well located in relation to the road
systems._ They state ‘that the cloverleaf market is a better location, although
it 1s too small for the volume of. produce intended for Manila from the
Northern. Provinces. The consultants did not have the opportunity to asses. the
validity . of these concerns.f'

;Regulation, Licensing, and Enforcement Mission

NFA has‘"been engaged since 1973 in the annual registration and
licensing of grains businessmen engaged in varying lines of activities such as
retailers, wholesalers, millers, and bakers. Currently, about 150,000
licenses are granted annually. Hith- the expected growth in the grains
industry and the inclusion of non-grains within the NFA charter, this program
will continue to expand.

Companion to the regulation, registration, and licensing programs is
the activity of enforcement that 1is, the perpetual task of monitoring,
'inspecting, and oversight of compliance with government and NFA rules and
regulations. Continuous surveillance of all market places, both public and
private, is carried out to ensure that prices are within the levels set by the
government. In 1983, nearly 10,000 investigations of violations were
conducted; 81,000 grains establishments were inspected; 1,800 warehouseslwere
audited or examined; and 4,800 grains businessmen were served orders of
suspension, license cancellation, desistance, or warning advice.

There are a number of considerations in assessing this -activity:
rationale _.for- the efforts, workload, changes 1in requirements, and
organizational placement. -

There are multiple reasons for regulation, lioensing, and enforcement
' ‘aotivities.. The obvious reason is protection of the public through
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establishﬁént of fair rules and‘limiéy,'mOniforing behavior, and disciplining
or bringing,ihtb.line those ﬁhd“dé'not‘abide.by the rules of responsible
busineSS'behévior;

' Bpt there are other substantial reasons for the activity. One is to
be able to identify the target population for purposés‘or taxation. Another
is to ensure more rigorous tests for those who contractually or financially

' participaté in govérnment programs such as the Quedan credit program. A third
and very vital reason is to obtain.statistical data on the industry which can
help shape thé go#ernment's programs and bolicies. The consultants accept
these as valid reasons for this range of actiyities.

. In tebms of workload, it is apparent that regulation, licensing, and
enforcement activity will grow substantially in the years aheaq and that this
‘will put great pressure on staff resources which are unlikely to expand at the
Same rate. The Business Regulation Division is cbnteﬁplating a change from a
fixed annual licensing date to a system which would stagger renewals through-
out the year. The consultants believe that such a change is appropriate and
encourage early adoption to relieve seasonal fluctuations. |

The government move to deregulate prices on most food products has
major implications for the nohitoring/enfbrcement activities, There will
remain a residual need to continue the monitoring on rice pricing as long as
price controls are retained, but the extensive monitoring pressures associated
with enforeing broad price controls are eliminated and this should provide
major workload relief. On the other hand, the government will rétain an
.interest in general price information, but»this will no longef be a regulatory
activity, but -rather a data-gathering effort which can be handled by more
efficient sampling and reporting methods and by organiza.tional units other
than Business Regulation. - '

A general policy question is whether the Regulation/Licensing/Enforce-
ment activities should be organizationally positioned in NFA which has been
and will continue to be to Some degree in the future, a participaht and player
in the same market in which it exercises policing powers,
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=; On one hand, it can be argued that as long as NFA operates in the same
market as the private sector- fairness requires that enforcement and regula-‘A
tion activities be’ separated from it, reverting to a direct government agency
without real or potential operating bias. On the other hand, the regulation,
licensing, and enforcement activities still have a relationship to the NFA's
stabilization and industry development missions, and the reduced "competitor"
role for NFA advocated throughout this report modifies the rationale for
separation of these activities from the Authority. .

The consultants take an intermediate position that, at a minimum, the
regulatory functions should be selr-oontained in one unit and not mixed, as is
the case currently, with other operational activities (e.g., business promo-
tions). Secondly, NFA should carefully consider whether, with the removal of
price controls, its remaining purposes could be reasonably' served through
information arrangements with the other licensing authorities in the field at
the municipal level or at the national level through the Buiesau of Domestic
Trade or the Bureau of Food and Drugs. The consultants cannot make a profes-
gional assessment of those possibilities within the terms of this contract,
but believe that a broader study of licensing on the part-of the government
could lead to efficiencies and economies. '
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VI PERIPHERAL MISSIONS

 This- -section ‘identifies and discusses ourrent ' NFA activities,
operations, ‘and’ fecilities which appear to the consultants to fall outside of
the recommended new directions for the Authority. Inoluded are those whioh° a

e * Should be curtailed because of deoontrol/dereguletion v
' ,.”‘thrusts. S - _ )

‘tfo_} Are more appropriately handled by other oréanizations.

e Are economic losers that oannot be sustained in today's
. budgetary climate and could be transferred or sold to
-~ the private sector in line with the government's efforts

- to draw tighter 1limits on its participatory and
..~ competitive roles in the economy.

A number of these peripheral aotivities, programs, and facilities have
been oited in previous sections of this report and these will simply be’
summarized._ For others, additional descriptive material will be presented
along with a range of recommendations oonoerning alternatives for disposition.

ﬁReéulationSiriioensigg; and En~orcement

These activities were discussed tully at the oonolusion of the prior'
section, Major Missions. The theme developed was that the deoontrol of prices
on most food commodities removes the legal and regulatory basis for wuch of
the investigation, inspection, and enforcement work now oonduoted by the NFA
directorates involved. NFA will, of course, require some oontinuing
regulatory work, but many of the values of a registration and lioensing system
are statistical in nature and could be obtained through arrangements with A
other authorities engaged in similar work. Government, in general, could find
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economies and et‘f‘iciencies in a broader look at such activities._ A more
consolidated ef‘t‘ort would also remove some burdens on individual entrepreneurs
and firms which must now seek 1icenses and be subject to inspections by
multiple governmental: entities. It must also be pointed out that any recon-
structed licensing and registration authority ‘must be capable of producing
timely, accurate, and necessary data to users such as NFA, or else the program
loss may exceed the operational economy.

The recommendation made in the prior section is that the regulation,
licensing, and enforcement work of NFA be self-contained in a separate organi-
2zational unit and not mixed with operational or promotional aotivities.. A
separation of these functions from NFA and their placement with a direct
government agency would depend on the existence of a regulation and licensing
authority capable of meetinz program neada. ‘

. ‘Production ‘ ?rog"rams

Production programs now run by ‘NFA_‘ include corporate farming, demon-
stration farms, piggeries, and swamp reclamation. The NFA charter is in the
marketing arena, while production is clearly the domain of the Ministry of
Agriculture and Food. As was pointed out in Section V, the corporate farming
activity has its roots in a government order which is still on the books,
although hardly recognizable in the programs now being carried out. The order
needs revision. The consultants recommend that production activities which
retain public validity be transferred to the Ministry of Agriculture and
‘Food. Should any production programs no longer have applicability--as may be
-the case with corporate farming--they should be abandoned. NFA has only

“inoidental land committed to t‘arming and among the options avallable to it
would be 8ale to private interests or to employee oooperatives.
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198&.,'Tﬁq'purppse_ofvthe brogbaﬁ\1§‘£6 encourage farmers tO'bpodﬁce ;woibé;?y
crops during the next.dry season. . An aspect of the progran consists of loans
to farmers by NFA in the fdrﬁuof_agricultural inputs. . -

- During 1983, NFA had an experience with another program involving
loans to farmers. A brief description of that program and its outcome is -
instructive. ' Lo

. This program, known as the Emergency Cereal Loan Program, ‘waél
establiéhed during the drought of 1983 to provide farmers with one cavan of
rice bér family to tide them over until the next crop came in. The total
progimm was to be valued at 150 million pesos, and loans actually totaled
about 149 million pesos. The rice distributed was ouf'bf NFA's inventory, and
was‘issued to farm families at B4.85/kg., or P2U42.50 per cavan, Thus, some
614,000 loans were created in seven regions. All that a farmer needed to
qualify for a loan was a letter fﬁom his Mayor or Barangay Captain. It is
reported that the program created many "instant farmers,"

As of September 30, 1984, the Authority was still cﬁrrying on its.
balanée sheet a receivable of about 133 million pééos,.only about 16 million
having been colléoted, The loans were to be repaid in cash, palay, or rice,
although almost no recoveries were made in cash. Following the next harvest,
NFA provineial staff made efforts to effect collection of these loans,
including door-to-door visits to farmers, with very little success. Chances'
of collecting these reoeivableé diminish with‘thq passage of time, and the
remaining receivable may well be written off.

Government did allot 35 million pesos to NFA for the program, but NFA
is still left with a large receivable, ' -

The new prdgram, as mentioned, involves the'prgvision of agriculturall
inputs to farmers in 20 provinces. in 11'regidnsm This programbinvolves some
300 million pesos of loans at 3,000 pesos per hectaré. These loans will be in
the form Sf seeds,'fertilizers, and chemicals, and will bear interest at 15
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percent'per annum. A loan of 3,000 pesos, repayable in 300 days, will thus

cost a farmer about 394 pesos in interest charges. The loans are to be repaid
in kind to NFA at prevailing buying prices and specifications.

This program is very similar to the, Expanded Yellow Corn Production
Assistance Program, which was implemented in early September, 1984. . This
program operates in the same fashion: NFA will procure and distribute agri-
cultural inputs to yellow corn farmers at 4,200 pesos per hectare, repayable
in 100 days at 15 percent interest. Interest in this program will cost
farmers about 176 pesos. Asain, the loan is payable in cash or in kind. The
yellow corn program is to be supported by a grant of 100 million pesos from
the Ministry of Agriculture and Food, of which 23 750,000 has been received at
this writing.' The funds are established on NFA books as a domestic loan
payable, as will be funds received under the. Intensified Rice Production
Program,

These programs are peripheral to NFA's primary missions, and have put
the Authority into the business of procuring, storing, and distributing
fertilizer, seeds, and chemicals. They have further put the Authority into
the position of functioning as an agriocultural credit bank, evaluating loan
applications, maintaining 1loan records, and attempting to effect
7collections. Experience with the Emergency Cereal Loan Program has been that
those loans are very difficult to collect, and the Authority eclaims no
experience or expertise in this area. Collections are made particularly
ditficult Since in neither of these three programs is there any collateral.

The consultants are informed that. the' sudden assignment of the
Intensified Rice Production Program to NFA may be only temporary. The
oonsultants strongly believe that it is completely out of position in NFA and
urge the earliest and strongest efforts to find a more logical home for it.
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National Post-Harvest Institute for Research andQEipansion((NAPﬁlhEls

; NAPHIRE was created in 1978 and became a subsidiary of 'NFA in 1980.
The need for such an organization was. recognized ‘as the natianta. fasd -upply
increased. b

Although partly funded by NFA, NAPHIRE is autonomous in its activity,
and donor fUnds comprise about 70 percent of NAPHIRE's resources., NAPHIRE is
concerned primarily with the _generation and application of appropriate post-
harvest technology in the reduction of 1losses, The institute undertakes
research, training, and extension of post-harvest facilities, processes, and
systems for grain and non-grain commodities.

Information generated is made available to farmers, traders, proces4
sors, manufacturers, and others interested in this technology. NAPHIRE also
collaborates closely with local ‘and foreign institutions with related"
interests to expand the knowledge of applied post-harvest science and
technology that directly benefit the national interest.

‘'The oconsultants believe that the range of research conducted and
planned by NAPHIRE reaches well beyond the proposed restricted activities of
NFA. Its funding Sources are heavily donor dependent and oriented. NAPHIRE
may be more properly placed in the research using the Minostry of Agriculture
and Food or be linked in more formal fashion with the University of the
Philippines.

Southérn Philippiries Grains Complex (SPGC)

The SPGC is a maJor warehouse and milling complex located in Sultan
Kudarat which NFA acquired after it had failed under private ownership. It
could be the most efficient milling facility within the Authority because of
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its exoellent equipment and bulk handling ability. But its problem is similap
to a situation which faced 1ts prior owner in that it has not been able to
have sufficient throughput in_the past twd years to be .economically viabia.

19832T§§EC losses were four million pesos, about the same loss was 1ncurred
through -August, 1984, h

NFA is currently doing a useful analysis of individual components of
that complex, and 1t appears that the SPGC must, for’ example.'gpesgte its
mills at about 60 percent 1n order to. break_evenewnﬂ‘"Fent“use*is~about-10—to-
12 i;;;;nt'because of lack of procurement. NFA does point out that during
rioe surplus years the SPGC was operating at nean full capacity.

The question with the SPGC is whether it 1s logical to assume that it
can generate enough throughput in future years, as an NFA-owned and operated
facility, to at least break even. The consultants take a pessimistic view.

- The tightened role in stabilization should place restraints on the volume of
palay procured by NFA. Secondly, there are a number of private mills operat-
ing in the area which are, at least currently, absorbing the rice harvest and
paying pnioes above the Support price. Third, the political climate in this
area is now and will likely continue to be unsettled, and this can negatively
affect the willingness to deal with government-identified operations,

There are only a few efficiencies that can be achieved Hithin the
complex. One is its oil extnaotion plant which seems to have little chance to
be viable based on current market pnioing, volumes, and cost of shipping the

‘crude product to Cebu for refinement. But even its shutdown would- not
‘materially improve the complex's profit and loss statement.

) NFA has a substantial investment in SPGC, and if the. consultants!
assessment is correct, will face recurring operational losses which it can
: 111-afrord. The consultants believe that private sector interests could be

attracted to the site under favorable terms. The private sector could procure
stock at market pnioes. Should a multi-tiered price structure be introduced,
- the facility already includes graders and othen equipment in excellent
condition which would pnovide an early opportunity to take advantage of the
Ahigher prioes associated with better quality rice.
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‘Iloilo Rice Husk FueledeowerfStatigg

At Iloilo, a power proJeot using rice hulls is under construotion.”t
The hardware associated with the project is. grant funded. To date, after
several proJeot adjustments, NFA has about P12 million invested in the .
project. The proJeot appears now to.be teohnically feasible but, in the
consultants' view, may fail on two grounds: uncertain availability of rice
hulls and uncertain opportunity to sell the generated power in excess of NFA's
needs. The plant, at full operation, will generate two megawatts of power and
the NFA compound will use only .6 megawatts. This requires finding a market
for surplus power, which is not likely, and puts NFA in the power business,
which~is‘not its domain. NFA argues that the project has demcnstration value
(i.e., use of a by-produot)'and that the cost of power generated is less than
the rates in this region. The consultants believe that the same values could
be obtained if the power project were turned over or leased to the local power
authority. NFA could contract to provide rice hulls and could be guaranteed
part of the power output., '

Kadiwa Ogerations

Two prior ‘sections of this report have discussed the Kadiwa opera=-
tions.v Section V made the point that the NFA-run Kadiwas were nearly at a
financial breakeven point. Section VI spoke of the impact of decontrol of the
Kadiwas forcing them either into a competitive type retail operation in order
to survive or, alternatively, to require subsidy to maintain low prices and,
almost ironioally, continue price stabilization in the face of changing
government policy. o ‘
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“The continued direct involvement of ‘NFA in running - the Kadiwa stores
is inconsistent with the proposed changes in its roles and’ with the
government's changing policy on price controls. Yet, the concept of "fair
price -shops" in which some stability of price and. availability of" essential
rood items is protected has some merit. The consultants believe that Kadiwas
could attraot private investment and that terms of sale or lease could provide
basic safeguards to those food products which are still price-protected.
Another alternative would be to establish a separate corporation in which NFA
would participate in ownership and management. ‘This could permit the
operation of these stores on commercial lines, free of .typical government
privileges, yet ensuring a public voice in policy and operational decisions
proteotive of the consumer.

Food Terminal Incorporated

Food Terminal' Inc. (FTI), formerly known as the Greater Manila
Terminal Food Market, was formally organized on April 30, 1968, as an
interagency effort and subsequently placed into the hands ot the Development
Bank of the Philippines for implementation. The corporation's purpose, as
described in the Articles of Incorporation, is "to maintain and operate a
general market for producers, manufacturers, snd'farmers covering, among other
things, the buying, selling, trading, and dealing in wholesale of commodities,
particularly agricultural produce of farmers."

FTI began operations in 1974, and in April, 1979, was assigned to the
Human Settlements Development Corporation who were to purchase the Development
Bank's total shareholdings in FTI and assume all liabilities of FTI to the
bank.  In January, 1981, however, PD 1770 was issued, which created the NFA
out of the National Grains. Authority,and assigned FTI, along with its assets
and liabilities, to the NFA.. NFA'took formal possession of FTI in September,
1983. '
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FTI has a Board of Directors of 10 members, 1 of whom is the NFA

Administrator and. President or FTI. The Board’ last. met on December 23, 1980,
when they transferred most responsibilities of the Board to FTI's president.

FTI is organized inv'three broad groups: Marketing; ~Facilities
Management, and Corporate Services. Facilities Management operations include
the following: | ‘ ‘ ‘ o

o Estate Management. '

. .;SIaughterhouse..
,;af ‘Chioken Processing Plarit,

po »Refrigerated Harehopse.
‘ o Food Processing. '

.o Food Technology andADevelopmenthenter‘

‘e Baking Technology Center.

Harketing is responsible for the FTI. Kadiwa retail program, which operates 23 B
Kadiwa stores in Metro Hanila. 1 in Baguio, and 1 in Palawan. Corporate
Services inecludes all housekeeping functions. Total staff at Deoember 31,
1983, was 3, 8“3, up from 3,348 at the end of 1982.

FTI ‘has lost money regularly since it began operations and, at the
time it was transferred to the Human Settlements Development Corporation in
1979, it was bankrupt. Since that time, the NFA has invested some 320 million
pesos, mostly in the form of commodities provided FTI and carried as a
liability on FTI's books. When NFA took formal possession of FTI in
September, 1984, it took further responsibility for a liability of 554 million
pesos to the Development Bank which is being paid off at' the rate of 5.5
million pesos quarterly over the next 25 years.. (It is worth noting that the
liabilit} to DBI was not shown on FTI's books.) This is another drain on
NFA's meager resources which it can ill-afford. At the time of the takeover,
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the Ministry of Finance agreed to fund this liability, but they have mot deme
s0.

In 1979, FTI lost over 20 million pesos. The annual rate of loss has
‘increased each year and amounted to 81 million pesos for 1982, The loss for

the first six months- of 198# was’ over 45 million pesos, and it is’ expected to
reach 100 million at the end of 198“.

FTI is financed by two ehort-term credit lines of 100 million pesos
each at the Philippine National Bank and at the Land Bank of the
Philippines.  Stockholders' equity is 350 million pesos of common and 150
million pesos of preferred stock, now owned by NFA. Retained earnings at June
30, 1984, were a negative 551 million pesos, leaving a negative equity of 51
million, offset by an appraisal surplus that leaves net equity at about 21
million pesos. It is estimated that net equity will be a negative 70 million
pesos by the end of this yeab. During the past 18 months, liabilities have
increased over assets by nearly ieu million pesos.

FTI uses the prescribed COA accounting syetem, and, as with NFA,'
cannot report income and expense for its various components. It does report
Kadiwa operations senarately, but, without an audit, it is not possible to
make any Jjudgments about expense allocations to Kadiwa: Centere. Following is
a summary of results for FTI for 1983:

1,000 Pesos

Income' .
Eetate Management Ineome , 29,800
Sales 674,226 '
- Cost of Sales : 633,338 ‘
Gross Profit 40,888

IOther Income 11,345
- Total Income 2,033
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1,000 Pesos
Operating Expepses
Personal Service   52,555
Interest Expense - 26,270
Utilities 22,963
Inventory Losses - . 10,561
Depreciation 14,079 ,
Others. , L - 35,347 C
Total Expenses . 161,775
Extraordinary Loss . 1,439
Net Loss for Year’ ) 81‘181

~7Of the gross ﬁ}ofiflréporféd?dr nédrlyuu1 million:pesés, almost 40
million, or 98 percent, 1is reported to be from‘Khdiwa sales. But of total
expenses of 162 million Pesos, only 38 million, or 24 percent, is assigned to
Kadiwa operations. Almost none of the reported interest expense is assigned
to Kadiwa operations, and this may be a function of the fact that Kadiwas are
financed by advances from NFA rather than from borrowed funds.

However, if the financial data the oonsultants have been given are
borrectly teported, it is'poséible‘to say that'iq;i983 F1I‘eapnqd abopq 1
ﬁiliion bgsbs'ohiité%Khdiwa'operatiéhgﬁhndﬁ;osﬁ qdﬁéibzwmli;ioh pn£a11 ;ther
6pgraﬁion§. ' ‘”llfzvfﬁﬁff'ﬂ‘,; T S R

o In ‘the abéenoe'of aufTiqientfinfofmaﬁion about the various operations
at FTI, 1t is not possible to Say where the losses occur, Certainly, with
current high utility costs, the refrigerated warehouse is likely to lose
money. But this is only speculation. FTI staff claim that each of their
operations earn money, but obviously this is not the case. They have not
provided the detailed qata that would make it possible to Say precisely where
the losses are.

The impression left with the consultants {s that FII may well have an
overloaded administration, and that it ihoks a oiqag gbnée,or direction. FTI
13 engaged in a wide variety of activities which seeém to serve 1ittle public
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purpose. (e.g., selling oandles and flowers in Kadiwa stores or opening Kadiwa
Centers in Saudi Arabia and New York) or make little economic - sense (e.g.,

ripening bananas, ‘but selling them at the same price. as bananas Which are
naturally ripened). ’

Elsewhere in this report, the consultants contended that government
agencies should not be in the business of buying and ‘selling perishables. FTI
is a case in point. The Commission on Audit's annual report for 1983 states
that over two million pesos worth of spoiled commodities were dumped in the
six months ending June 30, 1983, due to various avoidable factors..

At the present tlme, NFA has accounts receivable of more than 320
million pesos Hith FTI, and a liability of 554 million pesos to DBP on behalf
of FTI, for a total investment of 874 million pesos. FTI has not, as
mentioned above, been carrying the Development Bank liability on its balanoe
sheet, and they showed accounts payable of less than NFA due to the fact that
they have not been recording interest on the liability.

It is recommended that the Development Bank liability be transferred
to the FTI balance sheet with debits to paid-up capital and retained earn-
ings. This will put the liability where it belongs, liquidate FTI's capital
acoount and further reduoe retained earnings. anh time NFA makes a payment
to the Development Bank, it will debit its 1nvestment in FTI, and FTI will
reduce the liability with a credit to paid-up capital. In other words, NFA's
payments will be treated as capital contributions, - This procedure may be
painfinl, but it will show realistically the desperate finanoial situation FTI
is in. ' ‘

o Seoondly, it is recommended that NFA put together a team, including
_'auditors, accountants, and technical personnel, who should do a detailed study
'hot FII operations in order to make decisions regarding the future of FTI and
ffits components. Decisions emanating from such a study would be expected to
.frange from olosing down some operations, selling others, and putting increased
J‘emphasis on still others,
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FTI 1s a highly-developed enterprise, and .one that must be preserved
and made viable. » It must be streamlined and unprot‘itable ‘or uneconomio

antivities aither made nrnﬂtnh1n_ rlaaad. An anld Aff.

So!'bean Extraction Plant at Batangas Bay

In Section VI, note was taken of the well-designed bulk discharge
facility built at Batangas ‘Bay. That facility, including a warehouse, was
initially built’ to serve ‘a privately-operated soybean oil extraotion plant.
The Authority has invested ‘about 80 million pesos in the facility from
externally borrowed fUnds. Payment to NFA was to be in kind, in the form of
soybean meal. The o0il extraction plant operated for about two years, and
recently closed after accumulating a ]Jability to NFA of approximately 70
million pesos. The facility is now idle, with no cash flow to amortize the
borrowed funds, and soybeans cannot be processed for oil and soybean meal.

In the past, NFA has taken over facilities and operations which have
failed (e.g., the SPGC ‘and the FTI), and the experienee has been costly. The
consultants 'see the dilemma posed. by the olosure of’ the oil extraction plant
as similar to that which has led to prior takeovers. There will be a
temptation for NFA to perform another attempted "rescue"™ in this instance.
But the consultants believe that NFA should look for private sector support to
operate the soybean oil extraotion plant rather than operate it itself. This
would,oorrect the problems noted above. It seems logical for NFA to approach
local privatef 'Sector agribusinesses to negotiate a lease/purchase
arrangement. These companies would have the expertise to operate the facility
and operate revenue to NFA. Secondly, the bulk discharge facility has
substantial potential for development and service beyond that provided for
soybean extraction plants, and NFA should concentrate on those possibilities.
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‘The"cohsultants are well aﬁare that impiementing a progrém~:of

divegtituﬁé‘and transfer is a complex undertaking, Typical considerations
are: '
e ' How can these programé, parﬁicularly those which have a
- history of losses, be made attractive and marketed to
the private sector?
e What - alternative financing packages, which can both
attract private sector interest and protect _the
~ government's financial interest, be put tggether?
® What terms--loan interest, amortization _periods,
moratorium, or grace periods, etc.~-best fit the
- situation? - . _
® - What clauses or conditions are necessary in any contract
to protect residual government interests? ‘
® What feasibility or cost studies can be made which would
Pprovide NFA and prospective buyers with solid data upon
which to make investment decisions?
o .;Abe;:there changes, such as taxation, .i1n- government
" policy which should be promoted as further inoentive to
privatization? o ' '
v Io answer these and other pelated questions, NFA must assemble and
rOQQS appropriate 'expertise and resources on each candidate program or
facility, ‘;n‘ the next section, the c¢n§pltanta recommend such an

Jrganizational change.
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VIII. 'ORGANIZATION AND MANAGEMENT

This seotion addreaaea organizational and general management iaauee.
The maJor topics will be.:

i;o_ Organizational configuration within a ohanging charter.
yo"‘The atate of deoentralization in NFA.~ |
‘ol"Top management taaks, atruoture, polioies, and praotice.

'o'f>Staffing and training norms,

6rganizational'Configurationoﬁithin:a"chang ng Charter

Most organizational studies offer rather precise reoommendationa about
structure. This report will take a different approach. NFA is facing changes
in policies and programs and, therefore, will be in transition over the next |
several years. Transition of thia ‘nature will have continuing organizational
impact. Therefore, in the conaultants' view, the most useful approach is to
provide a conceptual framework within which NFA can make individual decisions
on structure as these transitional points are faced. It should be pointed out
that the NFA charter gives it authority to establish or restructure its own
organization and this flexibility will serve the Authority well in implementa-
tion efforta.

It is instructive to look at NFA's ourrent organization atructure as
it haa evolved over the past dozen years in response to a rapidly expanding
oharter. Figure 1 portraya the current, offioial, organization chart.1/

1/Prior to the start of this projJect, the Management Services Division
put together an extenaive, largely deseriptive paper on NFA's organization and
systems. This was extremely helpful to the consultants in the review
process. ADB has copies of this two-volume paper in its files.
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Severalp“dbsérﬁatiﬁﬁﬁi}bényfbé*lmad§f¥550uf3~thév'éxisfidg,’stihotUEe"as it Aa
depicted.

‘@ .The organization does not function in the manner
. suggested by the organization chart. The chart implies
~ that each cluster of 1line directorates has its work

- coordinated and controlled by an Assistant Administrator
- who, in turn, reports to the Administrator's office

- which includes two Deputy Administrator positions. That
- 1s not a fact in current practice. . .

Over its history, NFA has made a number of changes in
its executive structure, but has not translated the
positions created into: a clear set of roles,

- responsibilities, and authorities. Even now, there is
no operative Jjob description for ~the Assistant
Administrators and there is no clearly understood
delineation of functional responsibilities between the
two Deputy Administrators. The consequence is that
there is uncertainty throughout NFA about these roles
and a number of ad hoc reporting practices have
developed either as protective devices ("to be sure, I
provide a copy to everyone") or as means of circumven-
tion (going to the executive most 1likely to give the
desired response).

-A second example is that, in practice, NFA exercises

much of its review and policy guidance work through

- committees.  NFA has an unusually high number of
committess, many of which have neither a formalized
charter nor a termination clause. Committees have many
valid purposes--communication, intra-agency concerns,

~and special project development--but overreliance on
them as a vehicle for decision-making and review is
often wasteful of time, slow in response, and indicative -

- of unclear organization.

A third example is that, in practice, some directorates
--notably Economic Research and Statistics, Public
Affairs, and Legal--are dealt with on a direct and
regular basis by the Administrator. The chart implies
the directional presence of intermediate executives.

® There is a general impression that there are too many
directorates (19 in all) in NFA and some of these were
created, not so much because they had sufficient scope
of work to stand alone, but rather as ways of creating
promotional opportunities to a young and capable staff
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which would otherwise be blocked from adv.:noement within
a tighter structure. S

There are some combinations of directorates whioh do not
make programmatic sense. For example, putting business
promotion, public affairs, regulation, and licensing
under the same organizational roof is an unlikely
combination, mixing unlike functions and missions.

'These observations on the existing organization are not unique to

NFA. 1In fact, most organizations which have been in a crisis and expansion

' mode tend to develop ad hoc structures and practices and are never settled

enough to permit a more reflective view of better organizational arrange-

ments. This is an excellent and necessary time to confront the implications
of a changing charter on structure.

It would make sense for NFA to tallor its organization around i‘ts
basic missions, bringing together under one. roof those key activities
necessary to accomplish those missions. To review briefly, those missions
are: '

e Stabilization involving proourement, processing and

. .-distribution of vital food commodities, including

/ -supporting infrastructure and systems. This would, in

i'the view of the consultants, include the base work of
'--:Jthe regional and provineial orfioes.

o . Industry development involving research, - extension,
credit, insurance, promotion, and market: development.

.0 Industry regulation involving licensing, investigation,
' and enforoement. B

‘l'o this, it is necessary to add a fourth grouping involving the
'planning, rinanoing, .personnel management, operational review, and support
‘jaotivities appropriate to any major organization. )

.. The oonsultants further believe that there would be substantial merit
‘;in establishing a fifth major grouping, to be responsible for new project
design and development and for planned disposition or dismantling of existing
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programs or facilities which have outlived their usefulness or which are
losing ventures. In a sense, such a division would have the charge to "work
itself out of business. . In the case of new projects, it would oversee the'
design and development of the projeot to the point where it may be absorbed'
within one of the on-going operational groupings. In the case of NFA
disposing or divesting itself of marginal or peripheral facilities, this
organizational unit would oversee the development of necessary preparation of
the subjeot facility or programs; identify options and alternatives, set -
timetables; and guide the aotual disposition, transfer,’ or sale of the
facility or termination of the progiam.

The best plaoement of this organizational unit within the broad NFA
struoture is on a direct reporting line to the Administrator's office to
refleot both its transitory nature and the substantial public’ policy impaot
that its activities will have. Such additional technical assistance as may be
necessary to implement the changes recommended in this report would be
appropriately controlled and coordinated by this unit. The oonsul'tants
envision that the core staffing for this unit will be drawn from the existing
complement and that temporary assignments of personnel from representative
program areas will be made for eaoh project effort.

Figure 2 lists missions, related activities and current departments,
directorates or subsidiaries whose proponderence of work is in support of that
mission. The consultants allow that an argument oan be made to separate the
Regional and Provincial Offices rrom the stabilization mission on the grounds
that they perform a range of tunotions inolusive of all NFA programs. The
consultants' preference is based on a general assessment of the balance of
work performed in the t'ield which is vital to the stabilization mission.
Finally, three primary top management tasks would be placed in a direct
reporting line to the Administrator: Corporate Planning, Audit » and Publioc
Regulations, Top management tasks are discussed later in this seotion..
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MISSIONS vAND ACTIVITIES OF NFA'

»MisSion Y Activity . Current Directorates Involved
Stabilisationyff V'Proourement Domestic Grains | :
B A Economic Research and Statistics
,?rooessingj Infrastructure
Distrioution Regional and provincial offices
Industry ' Research Extension = NAPHIRE (subsidiary)
Development . Tech Research & Extension

Regulation and
Licensing

Corporate
- Administration

Marketing

,Businoss;Pnonotion

Credit
Insurance

Licensing

_Regulation

Enforcement

Budget and Aooountingi
" Treasury & Fund

Management -

Human Resource
Management

Management Serviges/
Operation Review

General Services

Non-Grains Marketing
International Marketing

Business Promotion and Regulation
(in part)

Quedan Board‘(subsidiary)

- GRAINSCOR (subsidiary)

Business Promotion and Regulation

(in part)

Intelligence and. Enforoement

]Lagal
| Budget and Aooountins
‘Treasury and Fund Management

Human Resounoés Hanagement

Management. Servioes/Internal
Audit

General Services
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Figiire 2 (continued)

: Mission , S Activity : ;’ ffcdébéht’Directobates Invoived
Special ProJects “‘New Programa .1 o .g., Agro-Processing and
Marketing

'Trﬁﬁéitionﬁi*?laﬁning:- E.gs, Kadiwas, FTI, and
- - Production Services

Divestiture SPGC and other Peripheral or
_ Losing Programs or Facilities -
Top Manggement Corporate Planﬁing ‘ Corporate Planning
Tasks Pdtiic Relations' Public Relations
Audit Internal (in part); Commission

.on Audit (external)
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State :of Decertralization

"'V\NFA_has a lérge field Structure involving 13 regional offices and 80
bfdvindial offices. The regional and provincial offices have staff structures
kwhich lafgeiy mirror that of the Central Office in that representative skills
from each central office directorate are present in the field. In theory, and
to atlarge degree in practice, the field staff reports fo and is controlled by
the'respec§1ve regional andlprovincial managers,_ﬁhile program and policy

guidance from the Central Offices is funnelled through those managers.

A decentralized field structure makes sense for NFA. Regional and
local differeneeq in the Philippines require on-site knowledge. The interven-
-tion efforts of procurement and distribution must be done in short time
framés. Monitoring and reporting of supply and price information is dependent
od local knowiedge. The regulatory and licensing functions and the technical
assistance and suppprt to the private seotor are most efficiently done through
a field structure. Management and dpération.or NFA's geographiéally disbersed
facilities must be on site. ' :

The changes in mission proposed in this report will haie an effect on
pggiongl and provincial resources and errdrts,Aalthough the core activities
ﬁili continue. NFA appears well prepared to make thé necessary adjustments.
VIt:'has systematically developed personnel complement standards for field
offices and facilities and is currently in the process of reviewing these
standards. The consultants have reviewed these standards and the approach to
them. and find them to be logical and workable. The standards take into
acodun% functional workload per location and complexity or sophistication off
operations. The system identifies and weighs oritical factors. It provides
both core staff (regular appointments) and variable staff (casual hires) to
adjust for fluctuations in work. ~ The system will be ocompletely usable in
adjusting field staff as missions are changed.
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inefficiencies. An example in NFA would be the
requirement that regional managers need to obtain
‘permission from ‘the Central Office to dispose of.
deteriorating grain stocks. The result of this is that
when approval is finally received, the stocks may be so
out-of condition that they must be disposed of rather
than sold as feed with some residual value. It is the
consultants' opinion that the requirements (including
quality control testing) and documentation of such
disposal actions is sufficiently well understood and
practiced at the regional level to negate any value of
superior review. ' .

Similar concerns can be expressed about ﬁatters such as
trucking contracts, warehouse rentals and leases,
hiring, and disciplining of employees.

3. The reporting burden on the regional and provincial

: offices i1s excessive, duplicative in part, and waste-
ful. This subject 1is treated more fully in the
sections of this report dealing with financial admini-
stration and with information systems, but one of the
particular characteristics of the situation is that
requests/directives come to the regions and provinces
from various central directorates for information which
is the same, or at least similar in content, but
required to be in different formats. If NFA were
further advanced in its computer capability and had an
effective data base system, some of these problens
could be treated. But the development of such capacity
is in the future, and the remedy now lies in both
structural change and in self-restraint exercised by
the Central Office supplemented by a stronger and more
rigid review of internal information requests. The
consultants recommend that NFA consider adding paper=-
work management expertise to its Management Services
Division staff to provide continuing attention to
reporting requirements, paperwork management, archival
and records management, and word processing.

4, The field structure does not have a clear center at NFA
©~°  headquarters to control, coordinate, or evaluate its
afforts; and it does not have equal standing with
zentral office directorates in the sense that it does
10t have a daily voice in central office deliberations
ind decisions. In theory, the field structure reports
to the Administrator's office, but the Administrator
ind his Deputies (at 1least under current practice)
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- cannot be expected to attend to the normal needs of the
field structure. The consultants are of the opinion
that a top-level position responsible for field opera-
tions would be of substantial benefit to NFA and to
effective decentralization. Such a position should be
of rank equal to that of central office directors.
Among the other advantages of having such a position
would be to reduce the multiplicity of reporting lines
which, in practice, face field office managers and to
make more clear the fact that central office direce
torates should engage primarily in policy development,
program guidance, technical assistance and support, and
that the field staff is the 1line operation through

. which those policies and programs are implemented. The
consultants emphasize that this central office
direction of field staff is intended to provide status,
control, coordination, and evaluation for the regional
and provincial offices. It is not intended to become a
replication of the policy and program offices at the
central level, but rather to work in concert with them.

Top_Management Tasks, Structure, Policies, _and Practices

" top management tasks differ from tasks of other managerial units
within ‘an ‘organization. In- the.'A wéil-'conéeived obgéﬁization, top mmgément
has set oui; the missioris, ob:]eotiveé, and broad stratégies of the enterprise;
has organized itself around those strategies; and has given its managers full
authority and responsibility for meeting goals, making work productive, and '
making the workers achieve. The top mahagement fasks, tt;erefore,' are not
operational in nature. |

In NFA, the task of thinking through the mission of the 'Authori~£'y,
setting objectives, developing strateglies, and balgncin’g to_day's objectives
against tomorrow's needs is somewhat fragmented. The Corporate Planning
Directorate 1is probably the most logical repository for this task, but
currently it is preoccupied with detailed task listing and reporting which
reflects vNFA"s mostly reactive posture. In addition, there is virtually no
tie bet_:ween planning' and budgeting and, as a consequenca, both suffep. |
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Another top management task 1is standard setting, that is, being
. concerned with the gap between. what an- organization does and what it stands
for. Again, NFA works at this 1in fragmentary fashion with responsibility
divided among the Corporate Planning, Internal Audit, and Management Services
Directorates. For operating managers in the directorates and field offices,
there 1s no sense that they are bsing regularly reviewed and evaluated except
on a sporadio, incidental, and issue-oriented basis. Both organizational and
procedural changes can strengthen this effort.

A third responsibility of top management is to build and maintain the
human organization. It is very clear that NFA has -created a strong spirit in
the organization and works hard at setting standards of conduct, values, and
beliefs. It has a rigorous recruitment program, and the results are evident
in the high quality of the staff. But there are practices existing which are
outdated and inappropriate. A oase'in point is bhe'sudden and substantial
October reshuffle of reglonal and provincial directors which involved little
or no forewarning to or communication with the affected personnel. The .
consultants reviewed both the rationale and procedures involved in those
decisions and are generally persuaded that, despite appearances, there was an
attempt to do so thoughtfully. 1In fact, the consultants have no quarrel at
all with a well-understood rotation policy. The consultants believe, however,
that NFA management needs to be ‘more more open about its process, olearly
inform its staff about the oriteria used in determining specific transfers,
and use the bust rating and evaluation instruments avallable to it.

‘The latter point 1is important to NFA's staff development., NFA has
both executive and performance appraisal forms and systems, but makes
virtually no use of the rformer and does not give much attention to the latter
as a legitimate vehicle for evaluating and improving performance of staff. It
is, in ths opinion of most NFA staff, a ritual exeroise. A by-produot of a
poorly used performance appraisal system is the manner in which malperformanoe
or inefreotive performance is dealt with. The term, in NFA parlance, is to
put such sta:{ in’ Fdeep freeze"--to make tkem "frozen delights." What this
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means is that the employee who has been Judged to be an unsatisfactory,
performer is assigned to a new organizational home without speoirio Job
assignment. After the employee has served some indeterminate time "on ioe,
he or she may be returned to a more orricial assignment.

In the absence of a Horkable and used performance appraisal system,
the affected employee may not even have warning that his or her performance is
deemed to be unsatisfactory and has 1littic chance to improve or be given
assistance or training which would help performance. For those employees
whose performance 1is totally unaoceptable and irredeemable, a non-effective
‘appraisal system deprives the agency of critical documentation necessary to.
discipline or even dismiss the offender.

The consultants recommend that the Direotorate for Human’ Resource
Management place a high priority on the review and development of executive
and personal appraisal systems.

The durability of NFA and successful record of assuming additional
tasks assigned to it speak strongly of top management's ability to maintain
effective communication and standing with leaders and organizations outside.of
NFA. A prior section of this report does take note, however, of the need to
expand and.improve.still further communication with the private sector. .

Staffing and Training Norms

As was discussed earlier in the subsection.on deoentralization, NFA
has developed good staffing standards for its field offices and facilities
which take into account functional uorkload per location and complexity or
sophistication of operations.' The standards ‘should be very usable in
determining adJustments in: field ‘and raoility staffing as NFA missions change
shape.
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Similar stafPing standards exist for central office directorates, but
have had little meaning during the hiring freezes of the past several years.
Most directorates operate at staff levels below the recommended pattern. ‘The
staffing standards for the Central Office need to be reviewed and adJusted not
only to take account of changes in program, but also to reflect operational
efficiencies that may come from such improvements as computerization.

On the other hand, NFA does not have a systematic approach to train-
ing. Tralning has been requested, approved, and provided on a piecemeal basis
and- has been very dependent on available budget resources. Training is not
codified, coordinated, or controlled either in budget or authority policy. -

In 1982, NFA provided in-plant and out-plant training to 3,480
employees at a cost of about B578, 000. In 1983, 1,923 employees received
training at a cost of approximately 9222 000. The 1984 investment in training
is expected to be lower.

The Human Resources Directorate (HRD) made a recent attempt at some
coordination and upgrade of training by requesting section and division chiefs
to identify training needs by position with the intent that HRD would then
match individual profiles against those needs to determine tr: ining require-
ments. The effort did not work out because of low response from divisions and
sections. although it did generate specific requests on behalf of individuals.

It was clear to the consultants that training is not a high priority
in the Authority 8 thinking. Much needs to be done to establish its validity
and to provide a logical framework in which its value can be weighed against
_its coats. HRD has developed a major proposal for a ocareer development
framework, but the consultants believe that despite its professional merits,
it is far too complex and costly to be seriously considered. Yet, within that
proposal are some fundamental steps such as training needs analysis of common
Jobs and structured supervisory development efforts which could be building
blocks of a more effective training program and accomplishable within the
limited _resources likely to be available for training.
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'IX. . FINANCIAL ADMINISTRATION

‘The. National Food Authority (NFA) was established with an authorized
eap:lt'_a'l ‘of. five b;l.llion pPesos, and with -authority to issue an aﬂditﬁ_ﬁaii@ne‘
billion pesos of bonded debt. At .the end of 1983,,-906 ini]i.llibcviii"p‘esos’"-dtf'
capital had been issued, and during 1982 ang 1983 a total of 800 miilion pesos
of 'five-year 9.5 percent bonds were sold to raise funds for cer:qall
procurement. Other .sources of funds include short-ternm 'ered:l_t linés, H:Vlt_hI
various banks and long-term loans from both external and internal "sdurces. ‘In
past years, the 'Author:lty has reoe:l.\'red a small amount of: general budgetary

support from 8overnment, but no such ‘gupport has been reoe:lve_d in 1984 and-
none is expected in the foreseeable future. '

The Authority is in a diffiocult finanoial situation, It is seriously.
undereapital:lzed, has been existing on borrowed funds,: -and 'h_a‘s reached the.
point where major adjustments in its capital s.t;ruetukty"e .are neoes’sapy.' Follow-
ing is a discussion of financial results over the past t};ree and nne-hﬁlf
years through June 30, 1984, along with 'adggest:l'.ons _foi" Mprovementg.
Subsequent sections Q;lll discuss financial 'administrat:lon‘ and will include

proposals for oréan:lzational changes and adjustments to aoooﬁnting policy.
. Financial Results

In ‘the éhrge and one-half years since theNFA was created out of the
Nat:lonai Grains Authority, it has éxpe_fri;'enced_ losses from operations. These
have. ocourred princ'ipally due to the:' f‘éét"t_hat 't:hg_ Authority has been forced
to operate on borrowed funds 'and hals" had ‘-\firtua'lly no general government
support. The following summhry ot"r_esuitls ;f}om January 1, 1981, through June
30, 1984, will 1llustrate this: ' |
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| v 1,000 Pesos

.- ‘Sales. o . 119;773,881
- Cost of Sales ' ' 18,072,901
‘Gross Profit ' o - 1,700,980

. General and Operating Expenses (excluding

interest) 1,302,556
Profit from Operations : 398,424

Other Income : 730,961
Net Profit Before Interest 1,129,385
Less: Interest Expense ' - : 1,418,456
Net Loss A ~ (289,071)

‘_nIntprest expense has risen from 158"ni1110n- pesos in 1981 to an
estimatea 1,000 million in 1984,

Total 1liabilities have risen durimg the period from 4,400 million
pesos to 6, 800 . million at June 30, 1984, The deteriorating financial position
of the Authority may be illustrated by balanoe sheet changes in the past three
and one-half years: '

1,000 Pesos

Increase in Assets ’1.929,238
Increase in Liabilities (2,401, 428)
Decrease in Equity B . 72,190

The debt-equity ratio has been driven down during this period from
5 74 to 1 at the end of 1981 to 23.1 to 1 at June 30, 198“. In 1978 and 1979,
NGA had a ratio or 1.7 to 1,

During 1984 the Authority financed its import program. through loans
from several sources, as follows:

$1,000,000 _Term

Export-Import Bank - 87.88 350‘dayn

Commodity Credit Corporation 159.00 3 years

Acada Development 1.70 360 days

Bank of Credit and Commeroe '
International 3.34 180 days

Total Availed : 251.22-
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~ These 1loans: oarry 1nterest rates in' the N1 percent to 14 percent
range.v They Wwere negotiated berore the Central ‘Bank removed - forward cover.
facilities from letters of credit and 25 percent deposits have been made on
each of them.. However, they do represent a new liability of nearly four '
billion pesos on the Authority 8 books. Local currency generated from these
imports has been used to support local procurement and to reduce short-term
debt with local banks from 2,600 million pesos at December 31, 1983, to about.
300 million at September 30, 1984, The effect of these borrowings has been to
increase loan liabilities by about 2 300 million pesos, and raising the debt-
equity ratio to about 30 to 1. The borrouinga also have had the erreot of
reducing interest expense by replaoing local notes payable at interest rates
" of about 45 percent.

There is, it would appear, only one permanent aolution to the finan-
clal situation, and that is recognition by government that if it wishes NFA to’
continue its role in the local cereals market, it must be willing to pay the
expense. NFA is not eelf-eustaining in present ciroumstanoes, and will be -
less so under the revised charter reoommended in this report.

The first and most oruoial requirement is to reduoe the debt burden,
both domestic and external. First, the bonds sold during 1982 and 1983 are
held by a number of public and private banks and inatitutions, but 59 percent
are held by the Ministry of Finance and the Philippine National Bank. It is
recommended that this liability be converted to equity, and that the Bond
Redemption Fund so far accumulated be credited to retained earnings. This
will constitute a contribution to capital of 800 million pesos and will reduce
the Authority's annual debt service expense by about 200 million pesos. This
will leave paid-up capital at 1.7 billion pesos, and it is recommended that
the government's investment in the Authority be maintained at this level, and
future releases be taken as income.

As a second step, it 1s recommended that government make annual
budgetary releases. Time did not permit development of a detailed formula or
plan for determination of the level of general government support. Certainly



Public Administration Service 1497 Chatn Bridge Road, McLean, Virginia 22101

L

during the near future, 1t should be related to debt service requirements and
local procurement.ﬂ As debt is reduced and the Authority begins to implement
the revised charter, the level of support should begin to be more closely
re1ated'to cereal procurement. Such support should be taken by the Authority
as income, not contributions to eapital, since there is no expectation that
the Anthority will be self-supporting. Quarterly government releases would be
based on’ debt service requirements and estimated cereal procurement.

_kProfit and Loss Statements

Folloutng this section are profit and loss statements and balance
sheets for the.past three and one-half years. From the profit and ;oss
statements it will be seen that healthy protits are realized from the import
program. One rationale for ending governmenc subventions was that the import
program would support the local cereals procurement program. This has not
been true, since about 30 percent of all interest expense is attributable to
imported cereals, and at December 31, 1983, there were liabilities on the
balance sheet for 2,188 million pesos for-acceptances and sight letters of
credit, on which interest will be paid. It may be useful to restate the net
Profit or loss to demonstrate the effect interest charges had on them:

. 1,000 Pesos —
6-30-84 - _ 1963 _1982 1982

_ Net Profit Before Interest 440,869 304,699 308,171 75,646
- Interest Expense . - u01,216 558,549 299,885 158,046
- Profit/Loss After ' : .fr . _

Interast Charges o 38,393 (253,850) 8,286 (82, 400)

‘The, 198“ figures for the first six months ‘are skewed by the fact that
L“there was 1itt1e proourement and 1oca1 grains being sold were charged at 1ast
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year's procurement pr:l.oes. What :I.s known, however, is the f'act the interest

expense - at September 30, 198H had reached over 800 million pesos. (Other
data t‘or the period beyond June 30, 198!3 are not’ yet available ) B

Balance Sheets

- Tnere are zn estimated 300 million pesos in net debit balances on the
balance';sheet tha’ cennot be reconciled and should be written off. Examples
would include accounts with RCA and NFA defaulting oontraotors which have been
determined to be uncollectible and have been moved out of current assets to a
category known as "other assets." There are a number of balances in the
account "contingent assets" which have been so classified because they cannot
be reconciled. Elsewhere in this section there will be a discussion of inter-
branch accounts, but among these there are large balances relating to the
period prior to 1978 which cannot be reconciled and should be written off.
The argument against writing off these accounts to surplus 1s that they may
affect assets and 11ab111t1es. But if the Authority has 1its assets and
liabilities correctly valued and booked at the present time, there could be no
adjustments as the result of clearing old balances. For example, the meJority
of balances in the old inter-branch aooounts relate to inventory transf‘ers
between branches. But last year, for the first time, a complete physical
inventory was taken, and maJor adjustments were made to the inventory asset.
So there appears to be no valid reason why these balances cannot be written
off to surplus;

If the Authority and the Commission on Audit are unable tc reach
agreement to write these balances off, it is recommended that they be
1dentif;l.ed and brought together :I_.n the equity section of the balance sheet as
a contingent offset to retained earnings. Either 'way, it 1is 1mportant that
the balance sheet be cleared of such balances and that it represents only
actual, identifiable assets and liabilities. '
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Each year ‘there are major ‘adjustments . to retained earnings for
unbooked prior year transactions._ During 1983 the total oharge to retained
earnings was. over 42y million pesos, mostly relating to a writedown of eereal
inventory, the result of ‘the first' physical inventory taken in over ten
years. At June 30, 1984, there were net credits to retained-earnings‘or 28
million pesos for unbooked 1983 revenue and expense, The 1983 adjustment
represented an accumulated overstatement of net profits over the years. The
1984 adjustment represents an overstatement of the 1983 net loss; that is, the
254 million pesos loss reported should have been 226 million as adJusted on
June 30, 1984,

There 1is an aeeounting concept known as the "olean surplus” theory,
which atates that a11 transactions relating to profit and loss must pass
through profit and loss accounts regardless of the period to which they
relate. Ordinarily, this is a somewhat academic matter, since ad justments to
prior year profit and loss are infrequent. But where adjustments are almost
routine and are material, as in the Authority's books, it is strongly
recommended that the clean surplus theory be adopted; that is, all adjustments
to prior year profit and loss accounts be posted to them and that no entries
to retained earnings be made except when books are closed at year end.

At June 30, 1984, there were 510 million pesos of trade accounts
receivable on the central office books. There were 22 of these accounts, but
‘more than 99 percent were represented by Just 10 accounts. Of these, all but
pwo:are active and current. One of these accounts involved operation of a
soybean oil mill which has recently been closed. The Authority is negotiating
with the owners over the amount of *ha receivable, and the value of the asset
is close to reconciliation. The rzceivable on the books covers transactions
- in 1982 and 1983, the period duri-s utiich the mill operated before it wert
into bankruptoy. The other receivable has balances in every year going back
~to 1979. The value of this receivable at June 30, 1984, was 115.5 million
1‘peeos, nearly 23 percent of total trade accounts receivable. At June 30,
' 198", these two receivables represented about U0 percent of all such
- receivables.
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4T a time when the Authohity is financing its operations with borroﬁed
“funds, " these veceivableé éhould be vigorously pursued. In general, it ig
suggested that accounts receivable should be kept under oloseicontrbl; thé
present‘poliey bt.oonsidering receivables current up to 90 days should be
reduced to 30 days, and that current rates for Short-term ‘borrowings be
applied to receivables more than 30 days ol4,

that funds abe easier to control if kept in Separate accbﬂnts. 'But such. a
policy is inefficient and costly, and even the banks have complained about
it. Bank reoonoiliatiops are difficult ang {ime-consuming, and idle funds
cannot be efficiently invested. 1t ig recommended that bank accounts be
reduced to .the absolute‘minimum; ideally, one in each regional ‘and provincial
office, énd one for each bank dealt with in the Central Office. ' The various
funds can be kept under ebntrnl through accounting reoordq without having

Separate bank accounts,

Finally, the balance sheet does not‘olearly reportlthe Authority!s
inveatment in its subsidiaries, and accounts that have been identirieq do'noe,
in al1 cases, reconcile with those on the books of the‘subsidiaries. It is
recommended that these balances be reconciled and that consolidated financial
statements, with necessary eliminatiohs, be prepared. The Commission on Audit
has issued instructions to. this effect, and consolidated statements should be
prepared for 1984, '
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1981 - 1984
PROFIT AND LOSS

'1,000 Pesos

30-6-84

1981

1983 1982
Sales:

Local grains 2,204,952 2,692,447 767,806 1,001,303

Local non-grains. 333,011 245,947 220,565 206, 145

Imported grains 2‘083,060 3,949,057 3,182,751 - 2,879,801

Total 4,621,053 6,887,451 4,178,128 4,087,249
Cost of Sales: .

Local grains ‘ 1,997,389 2,741,533 786,099 1,007,851

Local non-grains 298,338 . 265,478 208,975 193,532

Imported grains 1,747,624 3,417,012 2,739,998 2,669,072

Total 4,043,351 6,424,023 3,735,072 3,870,455
Gross Profit:

Local grains 207,563 (49,086) (18,293) (6,548)

Local non-grains 34,703 (19,531) 11,590 12,613

Imported grains 335,436 532,045 449,759 210,729

Total 577,702 463, 428 443,056 216,794
General and Operating . '

Expenses 742,979 952, 420 578,767 446,846
Loss from Operations - €165,277) (488,992) (135,711) . (230,052)
Other Income - 20",170 200,142 119,701 123,321
Government Releases = 35,000 24,296 24,331

Net Profit (Loss) 38,893 (253,850) 8,286 (82,400)



Current Assets:
Cash
Receivables
Inventories

Total Current Assets -

Other Assets
Contingent Assets
Long-term Investments
Fixed Assets (net)

Total Assets

Current Liabilities:
Payables
Trust Liabilities

Depository Liabilities

Total Current
Liabilities

Other Liabilities
Contingent Liabilities=

Long-term Liabilities:
Loans Payable
Bonds Payable
.Deferred LC's

Total Long-term
Liabilities

Total Liabilities

Retained Earnings

Contingent Surplus

Paid-in Capital
Total Equity

Total Liatilities
and Equity
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1981 - 1984
" BALANCE SHEETS
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1,000 Pesos

1981

30-6-84 1983 1982
1,278,756 844,036 380,300 655,582
1,990,065 2,395,355 1,735,980 1,064,236
2,067,341 2,144,086 3,350,342 2,288,630
5,336,162 5,383,477 5,475,622 4,008,448 _
339,826 219,316 209,719 93,334
40,047 52,312 82, 146 74,360
383,749 279,168 157,184 143,534
996,118 976,038 953,439 846,988
7,095,902 6,910,311 6,878,070 5,166,664
4,248,453 5,207,470  ° 4,902,869 3,780,263
55,565 57,221 56,061 53,525
79,178 81,505  __ 15,138 __ 62,568
4,383,496 5,346,286 5,004,071 3,896,356
13,988 13,766 25,445 58,311
18’9"9 3’961 - -
496,561 518,979 ' 508,643 445,645
800,000 800,000 500,000 -
1,088,746 - - -
2,385,307 1,318,979 1,008,643 445,645
6,801,740 6,682,992 6,038,159 4,400,312
6,135 zg,zau . 2,261 -
906,632 906,632 62,633 17,967
290,162 227,319 839,911 766,352
7,005,902 6,910,311 6,878,070 5,166,664
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'»Financiallggerations{

_ Responsibility for financial administration in the Authority is shared
by the Aocounting and Budgeting Directorate (ABD) and the Directorate for
Treasury and Fund Management (DTFM). A Theae units are well organized ‘and
staffed, and financial controls are good. '

, However, financial administration operates under QSeveraI aeyere
restraints:

® No uses are made of computers.

® The prescribed Chart of Accounts does not provide for
adequate ccst center accounting.

® Regionalization of accounting has not been»aatiafaotory.
® The volume of reporting is unnecessarily large.

® Requirements of the Commission on Audit are anieipensivé'
‘burden. '

Computer Utiii'zation‘

When the present computer aystem was acquired, a decision was made to
assign first priority to the development of management systems such as
inventory, commodity diatribution, and registration and licensing. The only
finance-related program presently operational is payroll, and this is a stande
alone system, the computer being used basioally as a typewriter. The only
other project underway in the Management Services Directorate that relates to
rinance is a system to report inter-office transactions. - Again, it is a
stand-alone program, using the computer as a typewriter, and will provide no
real assistance to financial administration. It is worth noting that this
programming - was initially requested in 1978,  There are no coherent and
comprehensive plans for aocounting‘mechanizationiin the Central Office.
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It is not possible to discuss computerization of accounting’ and.d
finanoial administration without consideration of each of the items mentioned'
above, that is, any decision regarding computers must include decisions about
the Chart of Accounts, about how the aooounting function is to be organized,
about the type, frequency, and style of reports, and about the needs of out-
side agencies, principally the Commission on Audit (COA). 'In the following
paragraphs these matters will be discussed, and implications for
computerization rw‘ill be an inherent part of each area of discussion,

Chart of Accounts

The Chart of Accounts in use is preseribed by the Comission on Audit,
and is used, with a few exceptions, by all government agenciles except finan-
'cial institutions. The Chart 1is: based on functional classifications, not
organization units or ocost centers. Expenditures are classified by fund,
object, character, and function. There 1is also & project code which might
refer, for example, to "general administration-accounting and budgeting.”
This i° not intended to refer to the organizational entity known as the
Accounting and Budgeting Mrectorate, although, of oouree, in practice to a
large extent, it does. The result is an accounting eystem that has elements
of both functions and organization units, but which is unable to do justice to
either. Cost oenters, such as the rice mills at the SPGC, or the various
activities at FTI, are not identified separately in the accounts, with revenue
and expense assigned to them, and it is diffioult for the Authority to
evaluate its individual operations.

It 1s strongly recommended that a new ohart of accounts, appropriate
to the specific needs of the Authority, be devised and adopted. Approval ty
the COA would be necessary, but if the chart is fully responsive to needs of
the Authority, it should: be equally satisfactory to the COA, and would be
welcomed by them. A clear element of public acoountability is 'the availa-
bility of accurate, timely, and descriptive financial information about an
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agency's atewardship of funds.~ An improved Chart or Accounts will do much to
enhanoe the Authority's ability ‘to report the true costs of its principal
activities and programs and to develop realistic budget requests. Such infor-
mation 1is essential in the further development and refinement or a. ueeful
planning, programming, and budgeting system.

The account coding scheme should be kept as eimple and straighttorward
as possible. It should be designed in such a way that accounts can be easily
added or deleted, and should be ~adaptable %o oomputer applioatione. ?here~are
many ways to construot a chart of accounts, and following is a sugéested
format thac should meet the needs of the NFA: | '

“The entire code would appear as foliows:

‘o~:_NNN,- Branch.

,o?"ﬁNNf-‘Generai'Ledger;

e% ;NNﬁp- Subsidiary, Organization Unit, or Source..
fe i‘NN - ProJeot (where appropriate). a

je“;ﬂi Function.

. m;,— Object of Expenditure.

: The entire code Hould be 15 characters long, but it would accommodate
; any transaotion. Not all transaotions would need all codes, of course. Asset
‘,and liability accounts would require only the general ledger and subsidiary
codes. Revenue accounts would require the same codes, and where appropriate,
‘8 project code. Expenditure transactions would require 13 ocharacters, or
~where a project is involved, .al1 15,

All transactions would require the branch code. This would be ignored
when consolidating reports, but would .be necessary when extracting data for
vepeoifio units of the NFA. Three digits will serve to 1dentify regions,
.provinoes within regions, and Subsidiaries.
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‘General ledger codes may be laid out in the following manner:

© 1N - Assets.

e ‘ZNN - Liabilities.‘
",."j""“,-ann - Equity. -
e Tf“OQ - Bevenue. :

e 500 - Eipense.

~ These: accounts should be incrasmented by 5 or 10, depending on the
number of accounts in a given category, to allow for orderly expansion.
Revenue and expense will be identified by one general ledger account each,
since further coding uill'provide detailed descriptioqs of each transaction.
This arrangement has implications for computer programming, and brings
efficiency to posting, summarizing, and report generation; |

-The third code, for subsidiary, organization unit, and source, will
vary depending on the generai ledger account to which it is related. For a
real account, there would merely be a three-digit number to identiry‘the
subsidiary. For a revenue account, the same digits uould identirj revenue
source, and for an expenditure account they would identify the organization
unit within the branch or subsidiary described in the first three digits.

The proJect code is optional, and will be used only to identify a
specific proJect within a given branch or organization unit. This code would
be used,. for example, to describe the various activities at the SPGC or
activities at FTI. .-

Function and object of expenditure oodes are variables. Functions
tell us what the purpose of an expenditure was, and obJeot tells us how the
purpose was met; that is, what was accomplished and how it was accomplished.
Function codes might be described as follows:
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e 0 - General Administration
 §; ’1’4'Produotion._
40 '12 - Progurement.
o .3 Processing.
o 4. bistribuqion.
- Infrastructure Services.

e 5
e 6 - Business Promotion and Regulation.
® 7 - Research and Extension.

e 8 « Special Projects.

Object codes presently in use would merely need to be reformatted into
the three-digit codes in the new chart.

' This account coding scheme will lend itself without difficulty to
computer programming and, when installed uniformly throughout NFA and its
subsidiaries, will permit more rapid and informative financial reporting.

The foregoing description has necessarily been only a broad outline.
Much detailed analysis will be necessary to develop a complete Chart, and as
‘Such work progresses, programming staff should be involved at every étep, to
ensure that the Chart of Accounts meets programming requirements.

Regionalization -

Accounting was "regionalized™ in 1978, the intention being that
responsibility for vaccopnting ahd financial reporting was delegated to
regional offices. This has not been successful for a number of reasons, and
needs to be reconsidered. Perhaps the principal problem with present
reporting pbocedures is that, while regionalization was intended to reduce the
volume of reporting to the Central Office, in practice reﬁorting has remained
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‘the same, with the addition of consolidated reports prepared in regional
offices.

At the present time provincial offices prepare monthly reports to be
submitted to regional offices by ‘the 15th of the succeeding month, with a copy
to the Central Office. Regional offices consolidate these and submit their
report to the Central Office by the 25th of the same month.

A second prob;em with regionalization relates to inter-branch trans-
actions. The problem is not with accounting, which is quite straightforward,
but rather with communication and discipline. When one branch transfers an
asset to another;Aor provides a service, an asset receivable 1is created on the
books of the provider, with a corresponding liability on the books of the
receiver of the goods or services. Such a transaction is not complete until
1t is entered into the books on hoth sides.

During the period prior to regionalization there were some ten million
pesos in unreoonciled balances in such accounts. At regionalization in 1978
these accounts were frozen and replaced by a new set of aooounte in order to
take cognizance of the role of the regional offices.

There are at present two sets of'inﬁer;branoh accounts in use: those
between.orovinciel and regional offices, and those between regional offices
and the Central Office. The former are known as Provincial Office Accounts
(POA) and Regional Office Accounts (ROA). The latter are known as Branch
Office Clearing Accounts (BOCA) and Central Office Clearing Accounts (coca).
Without going into the detailed mechanics of the accounting involved, it is
important to note that transferring an asset between provinces in two regions
involves entries in 10 accounts in 5 offices.

For transfers between provinces in the same region, ir, when eonsoli-
dating provineial reports, the regional office determines that one side has
not responded and the inter-provineial accounts do not balance, an .entry is
made in the regional consoiidated report to bring them into balance. The
Central Office makes eimiler entries for transfers between regions and had
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| mofo than 3% million pesos of such ontribs on the books at'December 31, 1§83,
which along with the -10 million remainins from the period prior to 1978,. lert‘
a total of U4 million pesos in outstanding unreconciled balances. The~value.u
of such entries on regional office books is unknown, but it is undérstood to
be substantial and to date back several years.

Another result,of present accounting procedures is that there are no
procedures for writing off inter-branch accounts. For examble, a pbovinoe
that is a net exporter of grain will have its inter-bfanoh receivable account
accumulating from year to year, while an importer will have a corresponding
liability similarly aocumulating. Atlbecember 31, 1983, there were over four
billion pesos on the books in regional/central office clearing accounts,
dating from 1978. These are reconciled, as described above, because of the
entries made in central office books for unresponded debits and credits, but.

“there is no‘present'ppooedure for writing them off.

It appears clear that regionalization has not been successful, and
that some new approach 1s necessary. It also'seems to be clear that any
approach to be devised should consider computers and their applications.

There is presently a program underway known as Field Office Accounting
Moohanization (FOAM). This is a project to develop programming for the use of

. microcomputers in provineial offices. It has been installed on a pilot basis
' ih one provincial office and at the Metro Manila Office, and except for
hardware and other problems at Metro Manila, seems to work as desired. The

' problem ‘with FOAM, however, is that it does not consider the raot that
aoéohnts’are regionalized. The Authority has put itself in the position of
saying that computer-generated provincial reports will be manually consolida-
ted at regional offices and at the Central Office. '

Reéortigg Volume
1 ' Another area that needs attention is the volume of reporting required
‘of provinoial offices each month. There are 2T separate schedules which
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amount towaicoﬁglete analysis §f every gqnefal account, along yith,det;iled.
income and expense reports. These are all typewritten and in order ‘to boh:
plete them by the 15th of each month, proviﬁciai offices must mobilize. all
available assistance, and work large amounts of overtime, including .on
occasion, working through the night. Decisions ébout problems with regionalie-
zation and about computer uses must include consideration of this issue. It
is suggested the monthly reports need to include ihcome and expense detail
only, and that the general ledger analysis should be prepared not more often

than quarterly.

It 1s recommended that regional offices not. consolidate provincial
repobta, but thgt they merely exercise a supervisory role over provimeial
offices' finances. Under this approach provincial offices would ISQbmit
financial statements to regional offices on the 15th, as at present., Regional
offices would edit these, correct any errors, and forward them, along with ﬁhe
regional office report, tévthe Central Office by the 20th of the month. In
this approach there chould be no need for Provincial/Regional Office Accounts
(POA/ROA). Provinces receiﬁing or sending assets will post the BOCA with the
sending or receiving province, and an analysis of these transactions would be
included in the provincial monthly report. Where a province reports a
transaction with another pbovince in the same region, the regional office will
assure that it has been posted on the other side. Where the provinces are in
different regions, the Central Office will assi'me this responsibility.
However, no entries should be made in central office books or on statements to
bring BOCAs into balance.

Rather than describe the detailed acéounting mechanisms that need to
be devised for branch operations,'the consultants make several observations.
In general, cash transactions for procurement and sale of cereals between the
Central Office and provincial offices should pass through COCA/BOCA
accounts. These should balance against entries made for cereal transfers
between provinces made through the same accounts. Transfers of cash and other
assets for operating purposes should‘not pass through COCA/BOcA accounts, but
pagher through revenue and expense accounts.
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_ Vithout going into detall, ROA accounts in provineial offices will
need tosbe-reconciled and repiaced by new BOCA accounts. Any balances in the
accounts at either provincial offices or the Central Office that cannot .be
reconciled should be either written off or segregated in the equity section of
the oalanoe sheet, as describeq above.

One of the perceifed advantages of regionalization was that it trans-
ferred responsibility for summarizing 80 provincial office accounts to
regional offices from the Central Office. The proposal oescribed above brings
this process back to the Central Office. But this report assumes that there
will be some form of mechanization of the accounts that will enable provincial
offices to prepare and ‘send to the central office diskettes or otheb
electronic media from vhich oconsolidations can be prepared. It is also
assumed‘ that the volume of reporting will be reduced to more manageable
levels. '

- Commission on Audit

The Commission on Audit (CoA) has staff at each NFA ofrioe in the
provinces, regions, and at the Central Orfioe.» COA has given up pre-audit of
transactions, and is now striotly a post-audit agency. However, a copy of
every transaction 1is sent- to COA, and COA staff is given copies of all
reports. This means that within every provincial and regional office, and at
the Central Office,’there are two complete files of sonrce documents and
reports. This entails considerable exnense for both COA and NFA, with no
obvious benefits. Normal procedures for a post-audit agency 1is to audit the
client's Books and records, and there is a certain risk involved in having two
files. COA certainly should not base its audits on copies of source documents
provided by its clients. It is highly recommended that NFA and COA come to
agreement that copies of source documents will not be provided to resident COA
auditors, and that NFA files ore open to COA suditors at all times. COA is a
well-staffed and competent organization, and housed as they are in agencies,
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they are. in a position to become f‘amilia!' with an organization's operations.

But’ their perf'omance ‘is ‘in ‘no way enhanced by . accumulation of complete
duplicates of NFA f‘iles.
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" X. COMPUTER AND SYSTEM DEVELOPMENT

This' section deals with computer and system development within NFA.
The study contract provided for 1.5 Enn-months of consulthnt time for this
review. The consultant reviewed existing and proposed staffing drghnizétion;
methods, plans,‘prdjecta, and equipment supporting computer and system wopk.

In general, the consultant concludes that:

1. Computer development in the Philippines lags behind that
of other Asian nations and that there are barriers to
rapid expansion, primarily rooted in an inadequate data
communications infrastructure and in current restrictive
‘economic conditions. ' ’

2. That development and extension of computer applications
in NFA is vital to improved effectiveness and efficiency
of the Authority's management and operations.

3. That NFA's five-year plan, which calls for substantial

: equipment upgrade and/or replacement, is sound in merit
but faces difficulties in implementation because of
economic and budget restraints and because of gaps in
training, technical capacity, and uncertain Authority
commitment to and knowledge of EDP. ‘

4, That the long list of project priorities put together by
the Management Services Division (MSD) represent legiti-
mate needs but may well be overly ambitious given the
restraints cited in 3. above and given the historical

- record of slow development, adoption, and implementation
of current systaems. '

5. That there are a number of actions that can be taken by
~ MSD which would improve its performance and these are
concentrated on the methods by which it sets priorities,
monitors its progress, involves user departments, and
enhances training.

6. That a vital and major program now in pilot operation,

’ the Fleld Office Accounting Mechanization System (FOAM),
has promise, but faces unique problems in its extension
throughout the field structure.

105
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- Te That. potential changes in NFA's direction, particularly
. the limitations advocated on its stabilization and non-
“grains efforts and the potential disposition of Kadiwa
‘operations would have substantial effects on data needs

. overtime.

The following eectiona provide supporting and descriptive material to
each of these points.

Computer Environment in the Philiggines

The following remarke regarding the computer environment in thev
'Philippines are intended to provide a perspective for the examination of the
computer environment and computerization activities at NFA.

Computer Hardware

A published 1983 study of the Philippines computer market showed that,
at -the end of 1982, there were 1,508 computers installed by business,
government, and industrial users, a proportionate total which is below the
‘average of other Asian countries. The total user population was 667, giving
ration of 2.3 units per user. Of the total number of computers, 40 percent -
were in the large main frame category, 17 percent were minioomputers, and 43
peroent were classified as miorocomputera.

According to . the study, growth of the. Phillipine computer market
during the period 1985 to 1988 is expected to be just.over 44 peroent, and
growth in gpvernment use of computers is expeoted to averege only about 35
percent during thie period. It is interesting to- note that growth in the use
of miorocomputers is expeoted to be nearly 75 percent. Since microcomputers
ourrently,do not allow on-line storage of the large data tese systems required
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for gathering and processing of information for management use, these
applications will be more diffioult to design and implement. Microcomputers
are better suited for prooessing data used in day-to-day operations such as;
accounting, payroll, and empléyee record-keeping.

Hangower

' In- 1981, of. 2,894 people working in EDP activities in the public
sector, 93& were in government corporations, NFA's contribution to this

~ group, in 1981, totalled 50 people. Of the total EDP personnel in 1981, U7
peroent were involved in control and data entry, and about 20 percent were
systems analysts ano programmers.

Data Communications -

Data communications, neoessary for implementation of decentralized or
distributed data prooessing systems, is not viable in the Philippines at the
present time. There are few miorowave systems available for oomputer
linkages. The islands, including Luzon, are covered with many short-distance,
private telephone cables, thus almost eliminating, for the near future, any
cohesive effort to provide long distance data .communications capabilities.
Consequently. any decentralized computer configuration must rely upon radio or
courier methods for transporting data among computers within the system.

Past History and Current Conditions

"In 1975. oouputer use in thezPhiIippines uas higher than in mcst Asian
nations, Filipino computer users were invited to speak at regional seminars
and Filipino expertise was sought by other Asian nations.

’ Today, every Asian nation has relatively more computers in use that
does the Philippines. The government sector espeoially has lagged in computer
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procuhement and implementaﬁion. Top officials at the ministerial level have
not familiarized themselves with the advantages and capehilities of computers;
and of the 1,508 computer units in use in 1983, only 83 were in government.

In February, 1984, the President issued Letters of Instruction 1380
and .1381 dealing with computers. - LOI 1381 created a Cabinet Subcommittee on
computers to review the role and potential of computers in the development of
the écdnomy. LOI 1380 eliminated the requirement that government and business
must obtain the approval of the National Computer Center in order to purchase
a computer, provided, however, that the value of any equipment‘does not exceed
P2,000,000 in any fiscal year. ‘

LOI 1380 appeared to open the door through which microcomputers might
be imported into the Philippines, while, at the same time, limiting the
importation of the larger minicomputer and main frame computer systems.

But the deepening economic crisis has added further constraints to
growth of the EDP sector in the Philippines which will likely apply at least
. for the near term. The government has placed increasingly strict limits on
any purchase or import activity which requires foreign exchange. In October,
1984, the Central Bank limited lettters of credit available to a corporation
to US$10,000 per month. It appears that this measure may limit the amount of
computer equipment that can be imported into the Philippines.» This, of
course, could affeqt NFA's planned improvements,

Present Computer Organization in NFA
15Manggement-Services Degartment Structure

_ The‘Hanageﬁent’Services Department (MSD) is responsible for conducting
Studies and developing organizational, fihanciai and operational procedures
' for the various central office directorates and for the field offices. MSD
also is responsible for NFA's computer system, the core of which is a Data

General C-150 minieomputer.
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 q:MSD iéénéiétﬁdr four divisions:. The Obganization and Methods
Divisioh; fthe Operations Research Division, the Systems - and Programming
Division,. and the Electronic Data Processing (EDP) Division. ' Each division
has a-division head and consists of two sections, each with a section chief.
This séction of the study is limited to EDP activities and iill consider only
the latter three of the above divisions. .

Operations Research Division. This divisionkvdevelops . computer
pbograms which use scientific management methods such ag‘linear programming
and statistical analysis. 1Its starring consists of a section chief and five
analysts in the Operations Anaiysts Section and a- section chief and five
research pérsonnel in the Operations Researdh‘ Section. At present, this
divisionfs ma jor project is development of a Grains Dispersal System for
determining sources and destinations of rice in order to insure its.
availability at all locations and is in partial use of this time.

Systems and Programming Division. This division provides virtually

all systems design and most of the proéramming effort for NFA's computerize&
business applications. Its staffing includes a section chief and seven
programmers in the Programming Section. The Systems Section's major effort is
development of the Field Office Accounting Mechanization (FOAM) system which
went into operation in two provincial offices eariy in 1984, A second project
presently underway is development of a system to control inter-branch
accounts.

EDP Division. This division is responsible for data cohtroi, data
entry, system programming, and technical support associated with the operatidn
of the Data General C150 minicomputer in the Central Office. There are a
section Chief and 19 staff personnel in thé Operations Section. Thirteen of
these are data entry operators. There are a section chie: and three EDP

maintenance specialists in the’TeohnicéljSupport Section.

The EDP Division is primarily concerned with data entry and computer
operating activities. The division maintains eight terminals for on-=line data
entry to the computer. Four terminals are reserved for entering source data
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for the user programs, and rour terminals are used by the systems and
programming personnel for program development. There are two shifts each day,
6 a.ms to 2 pe.m. and 2 p.m. to 10 p.m. The computer appears to be operating
at between 60 and 75 percent of peak capaoity. Considerable overhead is
required in loading and unloading program files from and to magnetic tape
because the on-line disc storage capaeity does not permit all program flles to
reside simultaneously on disc storage.

Personnel and Training in MSD

The total authorized personnel complement for MSD includes 76 regular
and 21 casual (temporary) employees. Actual staffing 1is well below that
authority with 67 regulars and six casuals now on the payroll. Plans for 1985
and 1986 call for no increase in the existing workforace, . and such a freeze
Jjeopardizes the planned addition of computer hardware and the continued
expansion and development of computerized systems. This report will propose a
range of improvements in this area which, if implemented, will require NFA to
provide increased . resources either through staff adjustments or through
technical assistance contracts.

Aformal Job descriptions exist for every position in MSD. These list
‘in detail the functions and the educational/experience prerequisites for each
position. However, except for the Technical Support Section of the EDP
Division, there are no formal responsibilities for training specified in any
of the Jjob descriptions.

Virtually all of the training courses attended by employees in MSD are
purchased from commercial EDP schools. These are scheduled through the Human
Resources Management Directorate of NFA, which has approval authority for
outside training. MSD had scheduled a number of training courses for 1984,
but these were disapproved because of budget oonstreints.

Although MSD eonduets an "EDP Appreciation” course from time to time
for personnel from other directorates, few in-house courses are developed for
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junior EDP personnel - because of resource constraints, both in budget and staff
capability.

'Projeotibevelogment~in MSD

NFA has direoted its initial computerization efforts to its management
information needs in line with corporate and industry development thrusts; and
as a result, there has been a higher priority on systems for reporting rice
procurement, storage, inventory, sales, and related data than than upon the
accounting functions of the organization. An inspection of Appendix A shows
that virtually all computerized programs to date have served the operating
functions of NFA. The only accounting applications developed to date are the
Field Office Accounting Mechanization System and the Central Office/Branch
Office Control Accounts System, and neither of these is as yet fully
operational. ." |

A new project is normally requested 'by a NFA central office
directorate, topflevel administrators, or suggested by MSD itself. Few pro-
Posals are refused. They are simply placed in a queue awaiting the time when
manpower resources can be assigned. This practice has often resulted in long
delays before a specific proposal can be acted upon. Once started, the proce=-
dures used by MSD are generally thorough and follow accepted guidelines. The
efforts applied to the work plan, systems analysis and systems design, along
with the approval procedures, frequently take much longer to complete than is
usually acceptable for these activities.

There are several reasons ror this. First, there is insufficient
staff to accomplish all the projects proposed for computerlzation. " Second,
employees responsible for project development have been dislllusioned by the
lack of - follow-through and support given to approved projects. both by top
management and user departments. It was learned from interviews that there
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have been times in. the pést when a. directorate did not use the services
provided by EDP when é. project was implemented. This may have resulted from
management turnover in the directorate for which the project was done. A
third reason may ‘be that the Director of MSD has major responsibility outside
of NFA in another government agency. Although MSD claims that the arrange-
ments are workable, prolonged, frequent absences by the director of a major
directorate limits the normal impetus and direction expected from leadership
positions.

‘The process of setting priorities for projects and project development
are significant issues which will be discussed in a latter part' of this
seotion.

Data-Gathering Problems

NFA has one of the more advanced communication facilities in the
Philippines. Its relative quality is such that it is periodically uvsed by
other government agencies which have communications networks of their own. A
comprehensive radio network is used for message traffic between the Central
Office and the field offices. During interviews with NFA personnel, it was
estimated that more than 80 percent of the daily radio ﬁraff‘ic consists of
reports from field offices to various }directorates in the Central Office,
including reports for entry into the computer. Notable among these are the
Daily Stock Report, the Daily Sales Report, and a daily Food Price Monitoring
‘Report covering 19 prime commodities.

Each report is copied on a typewriter by a radio operator while
listening to a voice transmission of the report. The heavy traffic and mode
of transmission result in delays and errors which, according to NFA units
receiving the reports, significantly reduce the utility of much of the data.
Beoause of logistical problems involved in collecting daily stock balance,
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day. Although recognizing the - field 6rfices' :diiémma, NFA' has ‘tried to
enfoéce compliance by impoéing a series’ of penalties upon.'the eéring
provinces. The real roots of the problem--overloaded . radio eircuits,
overworked provincial personnel and excéssive reporting burdenb--have'not, to
' date, been addressed by top management. '

sales, and food'price>da;a,Asome provinceS"do'noi'submip their repobﬁs every

These activities,and concerns will be- discussed in mbre.detail later
in this section. ' '

‘Currentfﬁfforté‘énd Future Plans

fomputer Resources in MSD

~Appendix B 1lists thé computers now ihstalled within NFA and its sub-
sidiaries. NFA contracted with the supplier of the Data General minicomputer
in early 1982 for an additional 96 megabyte dise drive, but this unit has
never been delivered--apparently because of finaneial problems within the
supplier's organization. The restrictions placed by the Central Bank upon the
value of letﬁers of credit may now make it very difficult to import the new
disc drive, which is urgently needéd by NFA to erriciently‘ process its

increasing work load.

Introduction .of Microcomputers

. In early 1983, NFA signed a contract for Seven IMS 5000SX microcompu-
ters to be installed in selected provinecial offices as a pilot program for the
FOAM system (refer to appendices). Since,HSD.d;d not have adequate staff or
experience with the proposed microcomputers, programmipg was done under:
contract by the vendor. To date, only two of these microcomputers have been
1nsta11ed--one_in the Metro‘Manila ofrige'and the other in the Cabanatuan City
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provincial office.. Because of implementation brobiemS' at Metro Manila,
delivery of the: remaining systems has baen poétponed'by.NFA. The volume of
transactions required for data entry at the Metro Manila office. was signifi-
cantly under-estimated during the feasibility study. A second IMS 5000SX
system was rented from the supplier and installed at Metro Manila in order to
handle the monthly volume of transaptions; and in December this was replaced
by ‘a larger version purchased by the Authority. Efforts began in August to
pPrepare July reports in the FOAM system, ,put these reports could not be
completed using the microcomputefs; and in early November, they were done by
hand. The larger microcomputer installed in December has not solved the
problem, and thq Auﬁhority now faces a dilemma. Failure to submit financial
reports has caused serious difficulties in the Accounting and Budgeting
D;rectoraté,‘and finaneial reporting must now revert to manual methods.

Problems with FOAM appear to stem fiom data entry errors, storage
capacity limits, the printer, and the software. The system was obviously not
field tested in Metro Manila, but was installed based on field testing at
Cabanatuan City, which has a much smaller volume._ o

There are two additional Fujitsu MsS8 microcomputers in use at the
Metro Manila office. These are used to run rice, flour, and feed'ghgin
distribution systems. These programs are considered to be sucéessrui since
they eliminated a double shift and have improved service to customers at the |
Metro Manila office. These systems are stand-alone, and they cannot
communicate with opher computers in the Authority.

FIT has acquired four microcomputer systems, and one has been
installed at GRAiNSCOBP. None of these are, as yet, oﬁerational, and they
appear to have been installed in advance of system development and
programming. - PR
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The Five-Year Plan

A'majbb concern of MSD at this time iS‘ﬁhe qeﬁélbpment of a five=-year
plan for hardware and prograhming requiremenﬁs in order to continue to respond
‘to demands of NFA management for computerized systems.

The hardware plan cails for either replacing the current Data'General
comﬁuter, which is under lease, or upgrading- the current computer to providé
greater on-line storage capacity. Also included in the plan is an evaluation
of microcomputers to determine how these'might be utilized in a distributed-
processing configuration among the field dffices. As descﬁibéd above,
microcomputers are already in u;é as part of a pilot prograh for the FOAM
accounting system. | -

During the course of this study, MSD prepared a new 1list of 48-
proposed systems for computerization during the negt'five'years that are in
addition to those included in Appendix A. The proposed programs have been
evaluated against a set of criteria agreed upon by user groups (other central
office directorates). The programs were arranged in a priority sequence for
development according to ratings dgveloped during evaluation. Since some of
the programs already under development have been in process for many months,
even years, it would seem reasonablé for MSD to discourage further requests
for new systems until the most significant of those under development can be
implemented and their impact on computer facilities can be evaluated. |

As an example of development delays, the Central Office/Branch Office
Control Accounts (COCA-BOCA) system was originally specified in 1978. During
the systemé analysis phase, because of heavy turnovef in the Systems and
Programming Division of MSD, there was 1little progress. Then accounting
changes in the Accountipg‘and Budget Directorate required a complete revision
of the specifications. Meanwhile, in 1981, MSD replaced its Datapoint
computer with the Data_General computer, which required still more design
revisions. Now six years later, the COCA-BOCA system is being tested and is
expected to be become operational in early 1985. ‘
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Recommendations regarding the five-year plan will be made later in
this section.

Alternatives for EDP Implementation

_ Until 1983, A's computer operations had been centralized in a single
location at the Management Services Department in the Central Office.
Implementation of the Field Office Accounting Mechanization System required,
that microcomputers be set up at remote provincial offices. Now, with ‘the
five-year plan, MSD is attempting to design the optimum computer structure for
serving future needs of NFA. Basic to consideration of the plan is an
understanding of two important questions. '

1. What is a centralized and whe* is a distributed computer
- system?

2. 'Hhat are the factors that influence which type ‘of
structure to be chosen? -

A centralized system is characterized by a host CPU connected to a
number of local and/or remote terminals. The computer staff consist of highly
trained specialists. The operating system may be complex.

A distributed system is characterized by stand-alone computers located
at all field sites. There 1s no central computer. The data processing staff
resides at the field site and need not be as sophisticated as the staff in a
centralized system. CPU's at all locations should be capable of hosting any
program used in the system.

- Between these two extremes, there are a variety of hybrid structures
that can be used. A data oommunications network may be utilized in any" or the
,systems, in various conrigurations and ror different purposes. .
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From an’ organizational viewpoint, there are influencing factors that

can act as guides to the optimum struotural design of the computer system.

For example, if management is centralized, if the organization is monolithio

in structure, if ihe operations are similar in nature, and if only a single

product 1is produoed (or a single service provided). then a oentralized
computer system is indicated.

If the organization is decentralized, is characterized by a diversity_
of operations, if it is divided into well-defined subunits which deal with
nany produots, then a decentralized computer may be preferred. '

NFA more olosely resembles the latter description. It is in form
decentralized although not entirely in praotioe. It has a diversity of
operations. It deals with a multiplioity of products and commodities. Thus,
NFA's organization has attributes that would indicate a hybrid computer system
having both centralized and distributed characteristios.

In addition, there are three governing oonsiderations whioh diotate
policy and also limit the type of oomputer systems struoture that NFA oan
implement. These are: '

1. Lack of a - data oomunications .‘.'pamiey, in the
- Philippines. ‘ a .

"2.4~Fisoal restraints under whioh NFA must operate.

‘3. . Desire by MSD management to maintain technical oontrol‘
© .as well as a measure of administrative control over :
: computer ‘activities in NFA. o

A determination of what type, capaoity, and configuration of computers
to install in the next five years is influenced by how the structure and size
of NFA is expected to evolve over this period. -Organizational evolution
involving subsidiarization, spin-off, and expansion or reduction of operations
must be ooneidered.
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"'An evaluation of the proper computer configuration for NFA must also
'consider:the two primary7tvpes_of appIications. These are, first, basic data
\processing‘ functions such as 'payroll; general ledger; accounts
receivable/payable, inventory, order entry, and- personnel ,infornation, and
second, management'information functions, eharaeterized by the sumnarizing and
classifying of data and, often, by on-line inquiry capabilities via a computer
terminal.

Basic data processing functions  frequently involve daily or weekly
update of files. They often require large data entry capacities and
consiqerabie volumes of output, usually on a printer. Management information
programs - frequently use large capacity, on-line storage devices containing
files of:historical data. These programs also may use data from files that
are updated daily, weekly, or monthly.

Several factors have been discussed in this section which. will affect
the computer hardware ~configuration selected - for the\vrive-year plan.
Recommendations uill be made in the following paragraphs. '

‘Recomnendatione,

‘The Five-Year Plan

Because of Vits vital impaot' upon aotivities of MSD for the next
hseveral years, the five-year plan for computer harduare and software requires
eareful planning by MSD and full support of NFA management. Organizational
characteristics, management 'polioies, data processing 'goals, and economic

f taetors toioonsider in selecting hardware components for an EDP system were
'Afhescribed in the prior paragraphs. '

. o MSD's proposed Plan for the next five years is basioally sound. It
'”oonsiders either replacing or upgrading the ‘Data General C-150 minicomputer
stystem -in the Central Office. _Bnt, “since its installation in 1981, this
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computer has experienced: intermittent breakdowns of varying origins.. Dealer

service has given only temporary solutions. Because of this problem, MSD
prefers a complete replacement of this system and the consultants, in. general,

agree.

As mentioned.earlier, NFA has always placed a high priority on the
need for management-information.. Since these types of programs often require
access to large data files during execution, it is important that the central
office computer be equipped with a large on-line storage capability.‘ At least
120 megabytes should be suffioient to start, but an add-on requirement of
perhaps three times this capaoity ehould be antioipated. '

' Because NFA's 82 provinoial offices perform the actual operating
functions of the organization, the optimum computer configuration would be to
place CRT terminals with keyboards in each provineial office, connected via
data link to the central office computer. This arrangement would give the
provincial offices access to appropriate files residing in the central office
computer and would provide the Central Office with timely information on
operations at the provincial level. But, since a data-link network is not
available, ‘other alternatives must be . considered. Here, the increasing
versatility of microcomputers, along with their decreasing oosts, offer a
viable substitute. Unlike a simple terminal/keyboard unit, a miorooomputer
has data processing capabilities, thus providing NFA with the distributed-
processing - abilities discussed earlier. 1In addition to the monthly FOAM
reports, other NFA-wide applications could be implemented on these systems.
Further, applications appropriate only at the provinoial level could be
developed and implemented on the microcomputers.

Implementation of this plan would require considerable manpower
resources from MSD for installing programs and training provincial personnel
in computer operating and data entry procedures,

Due to current fiscal problems and consequent severe budget con-
straints on government agencies, as well as import limits, implementation of
the five-year plan will tax the creative abilities of all conoerned. It is
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the opinion of the consultants that computerization is an important element in
the strengthening of NFA's activities. Some external assistance may be needed
for . the procurement of the microcomputers included in the five-year plan.
Such assistance could prevent fragmentation in procurement by insuring that
the udcrocomputers are all of the same type, thus assuring programming and
operating compatibility among these units.

The Field Office Accounting Mechanization System

The Field Office Accounting Mechanization (FOAM) system is an effort
to automate accounting functions at the provincial level. The system is

composed of  seven modules as follows:
o Module I: Stock Inventory System (grain and non=-
o -grains). :
‘:o:f'Module II: Voucher Retording System. -
Q;i:hodule III: Advice Recording System.
-o:ELhodule.Iv: ‘Collections Reporting and Recording
t“df - o "(grains and Kadiwas).
jf@fzfnodule V.‘ 3 Cash and Check Register'Journal,
kogﬁfModule VI: ~ General Journal. |

‘pfffuodule VII°‘ General Ledger/Financial Reports
N (grains and non-grains).

nach module is a separate program, Modules I through v may ‘be: run in
any sequence desired . and at the user's oonvenienoe as input beoomes avail-
able. Modules VI and Vi will be run at the end of the month_when all trans-
aotions for:Modules l'through v have been completed; n |

. Each module generates one or more reports and may be run at any
desired interval. However, only the end-of-month reports are transmitted to
regional and central offices.
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The feasibility study for the FOAM system was thorough, and properly
involved key people from the Accounting and Budget Directobate; Internal Audit
Directorate, and Management Services Directorate, as well as accounting
managers from HMetro Manila and Cabanatuan City provincial offices. As a
_welcome by-product, the in-depth study of the manual reporting system resulted
in elimination of several reports from the autdmated system. With apprbpriate__
modification, the system could 'sati‘st‘y, for the mid-term, central office _-
requirementa for accounting information from the provinces provided that
microeomputers were available in each provinee and trained staff were'

available.

Ir the ‘Chart of Accounts now in use is ohanged to permit :I.dent:l.t'ica-
tion of eost centers and aotivities, the FOAM system, in order to ‘remain
useable, would have to be modified to conform with the revised Chart of
Acoounts. Such a modification could be a major exercise.

Serious consideration should be given to adding to the FOAM system the
capability for generating reports on diskettes. . These could then be sent to
the Accounting and Budgeting Direotorate in the Central Office for
consolidation. '

Care should be taken that miorocomputers selected t‘or provincial
offices are compatible regarding programs and file formats. This does not
necessarily mean that all the microcomputers in the provinces must be of the
same type. But operating systems and pregramming languages used on the
computers must permit programs run on one prdvince'a computer to be run on
another province's computer. Likewise, it should be possible to produce a
report or generate a file on a diskette at any provinee with ident:l.cal
formats. This will make it possible, if desired, to request that diskette
files be sent from the provincial offices- to the regional offices or to the
Central. Oft‘ice where the. t‘iles oan be processed and the data merged into a
single file or report. ‘ ‘ A
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Project Development Prooedures

The Systems Development Division of MSD appears to be understaffed for
the volume of Hork it has to do. some projects have been in development for
more than two years. Additional qualified personnel ‘should be obtained
through hiring, starf adJustments among other NFA direotorates, or technical
service contracts. | ' '

" There are other measures which oould be instituted in an attempt to
reduoe project . development time. Three speoirio recommendations ofrer
opportunities. ’ ' ‘ '

~ First, users should be. required to do more of the preliminary work now
done by MSD personnel. This includes problem definition and faot-gathering
activities and includes a statement of user needs, "project goals, input data
volumes, specifying . data formats, ranges and limits, output report formats,
.report sohedules, and other appropriate information. MSD should train users
in these activities and prepare written guidelines for the purpose. ’

| ‘Second, more care should be taken in setting,priorityforiteria for
proJeots._ There should be a policy of refusing those projects which cannot
meet the oriteria.' In setting priorities, MSD has used a- weighted system
consisting of rour oriteria.

Weight
. Impaot on management oontrol 'huﬁ.
;o‘ Volume of data ?5*}
. ‘Complexity of the manual prooedures éSQQ
;oi Convertibility of the manual system 10% -

The priority oriteria should inolude, at the top or the list, manpower
and ~computer. resource availability and an evaluation of “the oosts of
oomputerization measured against the benefits to be obtained. ’
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Third, the MSDRProjeot,Honitoring Scheddle form used for reporting on
progress of e projeot doeS'not now- but -should .provide for a'statement of
problem areas, 1. e., resources not available, user speoifications incomplete;
ete. Such intormation will pinpoint problem areas for management and can
result in better coordination and faster resolution of problems causing delays

in progress.

EDP Training in MSD

It 1s recommended that additional emphasis be placed by MSD on in-
house EDP training. Currently, MSD does conduct occasional in-house courses
on "EDP Appreciation.” Selected users from other NFA Directorates are invited
to attend. This is a commendable activity by MSD and should be continued.
However, there should be a formal policy for a continuing training program at
least for junior staff members. The policy could be formalized by inecluding
in the Job descriptions of division.or section chiefs statements regarding
their responsibiliby for planning and conducting such training. Suggested
course topics are the computer operating system, programming techniques, and
systems analyeis fundamentals.

The oonsultaﬁts recognize that existing staff assignments make the
addition of training responsibilities a burden. But because advances in
computer technology occur more rapidly than in most other technical
disoiplines, a regular program for EDP training is essential. Such programs
in many companies have proved to be an effective motivator and morale builder
for employees. It also provides a vehicle for the organization to present its
explicit goals, policies, amd standard operating procedures.

Subsidiaries

The Management Servioee Directorate should have responsibility for
computer acquisitions in the various subsidiary corporations. It should



Public Administration Service  14v7Chain Bridge Road, McLean, Virginis 22101

124

assure that all acquisitions are ~well. "Justified and that no- computer is
installed until all systems design and programming have been completed and
tested. - MSD should also, to the extent possible, strive for uniformity'
throughout the NFA and its subsidiaries. There are at present f'ive diff'erent
makes of miorooomputers installed and this oroliferation should be brought
under control. '

Effects of Changed Directions

' Earlier in this report, a number of recommendations were off‘ered con=-
cerning limits and oh‘anges ‘in the directions, involvenent and missions of
NFA. Stabilization activities were to be restricted to rice, corn, and
wheat. ‘Industry Development efforts, particularly in the area of non-grains
were to be more carefully defined and NFA was strongly urged to disengage
itself from procurement, prooessing,' and distribution of perishables. FTI
operations were challenged on grounds of economics and mission. The Kadiwa
operations were suggested to be candidates for aubsidiarization .or
privatization. I

These changes, ir implenented, would have major effect on NFA's data
needs, primarily ~educing its burden. . A great deal of current and proposed
system activity is tied to the areas outlined in the prior paragraph inoluding
a number of the modules involved in FOAM. A restricted agency mission may
give relief to data demands but the oonfigurations discussed earlier remain
valid even in a retrenchment era.

On the other hand, a revised support program intended for industry
development may have additional data demands and surely the need to improve
financial data affects both systems and data. 'NFA must be prepared to adjust
its EDP programs in parallel with adjustments in its missions.



Public Administration Service 1497 Chaia Brdgo Roud, MeLess, Virgnia 2101

Appendix A ‘
'COHPUTER PROGRAMS IN OPERATIQN, IN-PROCESS, AND PROPQSED
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'COMPUTER PROGRAMS IN‘OPERATION, IN-PROCESS, AND PROPOSED

Name of nggram

Ogerational Programs i

Daily grains stock balancev

Grains salL

Food prioe monitoping

Empty sack: balance

Quality control information system

KKK buyers profile

4 Registration and_licensing: graiAS‘
Registration‘and‘liOaningé non-grains
Payroll-Central Office

Group acoident insurance plan

Flour distribution aystem

FegdSréinS;qiétbithioh'Syatgh

Rice distribution system .

Rice allowance-Central Office

‘A-1

Number

of Reports Frequency of Reports

Daily
Weekly
Daily .
Daily

Heekly

Monthly

ON® N -

-

Weekly

-

Honthly
.Monthly
Srmi-monthly
Semi-mopthiy
Monthiy
Monthly .
Daily

Weekly
Monthly

“=0 W W N N o

‘Daily
Monthly

- O

Daily
Weekly
Monthly

-t -3 \N

3 Monthly

%
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-2

o - : ~ Number '
Name of. Program ‘ of Regorts FregUencx of Reports
Field Office Accounting Mechanization |
- (FOAM)
Stock inventory system . 735' Monthly
Voucher recording system o 15 . Monthly
Advice recording system . - 2 Monthly
Collection reporting and recording 14. Monthly
Cash and check registers . . 2 Monthly
General journal : - 2 Monthly
deneral ledger/financial reports 5 Monthly
Programs in Development _
Grains situation systém : 9 Daily
. S 5 Weekly
Non-grainsbsituation (Kadigg procurement) 5 Monthly
Non-giains\situation,(Kadiwa~3§1és)~ 6 Monthly
~Non-grains situatiohr(Kadiua-stock'balapcc 3" Monthly
KKK project monitoring c o 17 Monthly
Human resources 1nformation s&stem T '3 ‘On demand
Central Office-branch orfioe oontrol o o B
‘accounts , ~,~ A L 10 Monthly
1NFA gross oompenaation (tax records) '}fl 1 anthly
Fixed asset accounting - \ '_ »‘1f T = 1'3 ' On demand ,
Warehouse 1nformation.aystem, ' S fi3‘ Monthly -
Commercial stock survey (grains) = = 10 On demand
Food consumption survey . ' " 8 Annual’
Grains 1ndustry regulation 1nformation : ‘ ‘_
system ‘ 3 On demand
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) B Number Co
Name of Program - L of Reports Frequency of" Reports

ngpesed Programs

Farmers association proftle
Heuler/contractor profiie'

Survey of bakeries and,flour ﬁeere
KKK market matching
Production/harvest monitoring
Commercial etock survey (non-srains\
Accounting systems

Central ofrice cesh bnlence reporting“
system

Central office" vn"nher reporting
system

Central orrice tinancial statement
consolidation : ‘
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'COMPUTER HARDWARE INSTALLED.IN NFA AND ITS SUBSIDIARIES
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"Appendix B

COMPUTER: HARDWARE ‘INSTALLED IN NFA- AND ITS SUBSIDIARIES

" 'When - o
Description of Computer - Installed Lbéatién<~'

Data General C-150 mini-computer . 1981 MSD :
o Central Offioe
512 K-byte primary memory '
96 megabyte on-line storage

1 = 900 1pm printer.

8 = CRT 1/0 terminals

1 - tape drive

Fujitsu MS8 Microcomputer (two systems)w 1984 Metro Manila
128K primary memory o
10 megabyte on-line storage
- 5 inch diskette :

IMS 5000 SX microcomputer - 1984 Metro Manila
646K primary memory : ’ '
12 megabyte on-line storage
2 = 5 inch diskettes
2 = CRT I/0 64K terminals
1 « 200 cps printer

IMS 5000 SX microcomputer - 1984 Metro-Manila
256K primary memory B 2T
15 megabyte on-line storage
1 « 3=1/2 inch diskette :
1 - Epson FX100 (160 cps) printer

IMS 5000 SX microcomputer - 1983 Cabanatuan.
256K primary memory ) ' . " :
15 megabyte on-line storage

1 = 3=-1/2 inch diskette

1 - Epson FX100 (160 cps) printer

Hewlett-Packard 150 microcomputer 1984 Grainscor
256K primary memory . c
15 megabyte on-line storage
1 = 3-1/2 inch diskettes
1 - Epson FX100 - 160 cps printer

. B=1
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B-2
- When
Description of Computer Installed . Loecation

'Apple 11 plus microcomputer B 1984 ; FTIf_ |
TRS-80 Model 16 microcomputer
(2 systems)

768K CPU memory

60 megabyte on-line storage

3 = CRT I/0 terminals -

1 « printer

1 = 5 inch diskette -

TRS-80 Model III Microcomputer 1984 aETI

64K CPU memory

1 = CRT I/0 terminal
1 = printer

1 = 5 inch diskette



