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THE EXECUTIVE BRANCH AND THE LEGESLATIVE BRANCH OF THE
UNITED STATES GOVERNMENT ARE ENGAGED IN THE DEFINITION
OF A U.S. ROLE WITHIN A PLANNED MULTILATERAL ASSISTANCE
INITIATIVE FOR THE PHILIPPINES. THIS INITIATIVE ENVI-
SIONS FINANCING FROM MULTIPLE INTERNATIONAL SOURCES.
USAID IS PROGRAMMING 3125.0 MILLION OF ITS FY 1990 ESF
RESQURCES TO SUPPORT THE USG CONTRIBUTION TO THIS
INITIATIVE. THE BALANCE OF THE ESF RESOURCES ARE
PROGRAMMED TO CONTINUE THE HISTORICAL ESF RESOURCES

IN THE PHILIPPINES AND WOULD INCLUDE BASE-RELATED
ASSISTANCE (IF AND) IN FY 1990.

JUSTIFICATION FOR INCREASED FY-1988 LEVEL: IN ORDER

TO MAINTAIN QYB AT NEAR HISTORIC ANNUAL DA LEVELS

($35-40 MILLION), MISSION PLANNED AGAINST AN FY 1gg¢

OYB OF $40.0 MILLION. OTHERWISE, WE WOBLD 3E PLANNING
AGAINST AN UNREALISTIC LEVEL WHICH DROPS IN FY 123S 70
$15.0 MILLION FROM THE TRADITIONAL LEVEL QF $35-40 MILLION

THRU FY 1988 AND BACK UP TO $50.0 MILLION FCR FY lecC-12¢¢,



FY 1990 ANNUAL BUDGET SUBMISSION
TABLE I - LONG RARGE BY APPROPRIATION ACCOUNT (3000)
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Country Philippines

FY 1987 FY 1988  ----- FY 1989----- FY 1990 ---------

ACTUAL EST. cpP EST.*  AAPL 1991
AGRICULTURE, RURAL DEYELOPMENT & NUTRITION
TOTAL 5799 52746 1/ 3500 26400 31303 23975
GRANTS 5799 52746 3500 26400 31303 23975
LOANS 0 0 0 0 0 0
POPULATION PLANNING
TOTAL 0 4200 5000 7000 6025 6025
GRANTS 0 4200 5000 7000 6025 6025
LOANS 0 Q 0 0 0 0
HEALTH .
TOTAL 4901 2735 1/ 2300 800 3347 6000
GRANTS 4901 2735 © 2300 800 3347 6000
LOANS 0 0 0 0 0 0
EDUCATION & HUMAN RESOURCES
TOTAL 1300 435 1/ 800 1800 3300 4000
GRANTS 1300 435 800 1800 3300 4000
LOANS 0 0 0 0 0 0
PRIVATE SECTOR, ENERGY AND ENVIRONMENT
TOTAL 0 3500 1/ 3400 4000 6025 10000
GRANTS 0 3900 ~ 3400 4000 8025 10000
LOANS Q 0 0 0 0 0
SUBTOTAL FUNCTIONAL ACCOUNTS
TOTAL 12000 64016 2/ 15000 40000 50000 50000
GRANTS 12000 64016 15000 40000 50000 50000
LOANS 0 0 0 0 0 4]
INTERNATTONAL DISASTER ASSISTANCE
TOTAL 216 893 -- 87% -- 82%
SRANTS 216 393 -- 37% .- 32%
LOANS Q 0 -- -- - --
TOTAL DA ACCOUNTS
TOTAL 12216 64909 15000 40875 50000 30825
SRANTS 12216 54909 15000 30875 50600 30828
LJANS ] 0 0 0 a 2

*= Justitication tor increased £Y 1989 Level:

2

in grder to maintain JY8 at near nistoric

annual DA levels ($35-40 Million), Mission pianned against an ©¥ 1989 3¥3 of 345.0 M.
Otherwise, we would be planning against an unreajistic leve! whicn lrgos “n 77
to $15.0 Hijljon from the traditional level of $35-40 “iltifon thry 7Y "988 and dack up

to 350.0 Miliion for FY 1990-1994.

1/ Include proposad reobligations.
Z/ NOA 0YB = $30.000;
T g0 av3 = 324.016

1989



FY 1987 FY 1988
ACTUAL EST.

FY 1990
AAPL

PLANNING PERIOD

1992

1993

A A . B ik el b N T Y e e e Sk b S b N M A R R WY YT W e e A S T e b o kb kb Sk A e AR TR ME YR MR TR G W A B bk i

ECONOMIC SUPPORT FUND

TOTAL 235000 3/ 189000 4/ 124000

GRANTS 235000 189000
LOANS 0 Q

DA AND ESF TOTAL
TOTAL 247216 253909
GRANTS 247216 253309

LOANS 0 0
PL 430
TITLE I 0 30000

TITLE II 19800 5/ 10630
SEC. 206 43500 5/ 20000
SEC. 416 538300 5/ 0

HOUSING GUARANTIES

124000
0

139000
129000

124000
124000
0

164875
164875
0

35000
12658

250000
250000
0

300000
300000
0

50000
13000

250000
250000
0

300825
300825
0

14102

250000
250000
0

300800
300800
0

250000
250000
Q

300750
300750
0

250000
250000
4]

300700
3006700
0

37 TncTudes 3870 thousand in ESF Tocal costs support, but does not include an additional
$15.0 MiTlion which was transferred to Department of the Army for Civic Action Program.
4/ Includes $15.0 Million which was transferred to Department of the Army for Civic Action

Program
5/ Includes ocean freight.
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ABS NEW PROJECT NARRATIVE

A. PROGRAM NO. ARD TITLE: (492-XXXX), Local Development Information

Systams
B. PROPOSED FUNDING: Grant
FY 1990 $2.5 million (ARDN - & 500; ESF - $2,000)
LopP $6.0 million (ARDN - $1,500; ESF - %4,500)

C. APPROPRIATION ACCOUNT:  ARDN/ESF

D. PYRPOSE: To assist local governments in improving their
information and records systems to support development implementation
activities and financial wanagement {mprovement. Tnis project will
provide the Department of Local Government (DLG), the Department of
Finance (DOF}, and local government units (LGUs) with technical and
financial assistance to: (1) determine the feasibility of
computerizing selected local government operating and management
systems, (2) develop a standardized computerization strategy (to
encourage compatible hardware and soffware) and (3} install the sysiem
in selected local governments (including the provision of some

equipment, software, training and related support).

E. PROJECT DESCRIPTICN: This project will provide new mini- or

microcomputer-based technologies to assist local governments in
improving their revenue collections, development nlanning and
execution, and provision of basic services to citizens. The current
manual information and records systems of local governments are unable
to address the problems of sheer volume of records, diversity of

procedures, limited physical space and manpower, and the difficulty in



updating records and monitoring accuracy with manual methods. Given
the current adverse economic conditions and the thrust of the GOP
toward decentralization, there is a critical need for local governments
to improve their information and records management systems. Some LGUs
have obtained computers in an effort to improve their operating and
management efficiency, but in most cases the applications have been
rather limited. Because tnere was limited coordination among the
various LGUs, the general approaches to procurement and use of software
and equipment have not been cost-effective. However, some units have
done well in spite of adverse conditions and could provide models or
approaches to help others. :

Tne DOF is currently undertaking a computerization study under the
World Bank-assisted Municipal Records Management {MRM)} Project. The
objective of the study is to assist local governments prepare for
records automation. However, the MRM Project includes only four L3Ys
and the emphasis is only on real property tax administration recoras.
Initial results of the study indicate the urgent need and feasibi:ity
of automation. Hence, there are already numerous requests from _3lUs
for issistance in computerization. Some of the newiy eiectea 3overnars
and “ayors coming from the private sector are aiso aware that tne
government sector lags oehind in adopting new information
technoiogies. [f assistance is not provided, an increasing number Jf
iocal governments will procure computer packages with their Jwn runds,
furtner compiicating the problem of non-compatible systems and

arocadures.,



The project will assist LGUs with computerization and develop the
capacity to utilize automated methods for upgrading the manual records
system. The project will draw on lessons learned from ongoing pilot
activities, from the Local Resource Management (LRM) and Real Property
Tax Administration (RPTA) project experience in Tocal government
planning and finance, and from the ongoing design of the Financial
Management Improvement Project {(FMIP} and the Local Government
Improvement Project (LGIP). Within.ghe project life of 5 years, it is
anvisioned that this project will be‘abie to directly or 1ndirect1j
cover up to 50 percent of the total number of provinces and cities.
The components of the project will include: (1) planning and strategy
development, {2) system design, (3) development and procurement of
software and hardware, (4) system installation, t%aining, management
and evaluyation. The program is expected to achieve a gquick positive
impact on the efficiency and productivity of local goveraments in
increasing their revenues and delivering public services and
development benefits. It will likewise build on and supplement AID's
previous and on-going efforts to strengthen local governments.

F. TARGET GROUPS: Tnis project should significantiy improve the

performance of local governments in planning and delivering services to
low-income families. Increased local revenue will also be generated to

support public sources and develcpment activities.



ABS NEW PROJECT NARRATIVE

A. Program Numoer and Title: {492-XXXX) Rural Development
Training
B. Proposed Funding:
FY 1990 $2.0 M
LOP $6.0 M

C. Appropriation Account: - ESF

D: Purpose: Accelerate rural economic recovery by providing
assistance for upgrading knowledge and skilis in agriculture,
agrobusiness, small scale industries, and the planning and axecution
of rural development projects and pragrams.

E. Program Description: In recent years, there nas been a serious

erosion of knowledge and skills in the rural areas due to such
factors as outmigration (to cities and abroad) and low investment in
public and private education and training programs. The situation
apﬁears to be worsening due to slow economic growth 2nd continuing
deterioration of the peace and order situation in many rural areas.
This program will support local, third-country, and U.S5. training in
priority areas identified by the GOP and USAID. The project «ill be
coordinated through local training institutions, thereby dJeveloging
the in-country training capacity. Target groups ~ili inciuge farmer
ieaders, national and locai officials working in the fiela,
agrabusiness and rural entrepreneurs, and local leacders (ana
potential leaders} in the pubiic anc private sectors.

There is, for example, a serious need to orovide selectad midgie
and senior level afficials and private sector representativas
{including farmer ieaders and youth leaders} w€with opoortunities o

see now other countries are aadressing <ritical 2¢onomic prob-ems in



the rural areas. Tnese problem areas include: organizing and
financing agrobusiness and small scale industries, upgrading
community development organizations and leadership, increasing
off-farm employment opportunities, upgrading provincial/municipal
services and management systems, wmodernizing agricultural extension
and outreach systems, and establishing viable agrarian reform
services for low-income farmers.

Emphasis will be on short term and on-the-job training to
provide the practical knowiedge and skiils needed to address
specific rural development problems. An illustrative training
program would be one to upgrade the agrobusiness knowledge and
skills of the public and private sector personnel providing |
extension and support services to farmers. This extension upgrading
activity will be coordinated through such Tocal fraining
institutions as the Agricultural Training Institute (ATI-Department
of Agriculture), University of the Philippines, and the regional
agricultural colleges. It would prepare the extension personnel to
nelp small farmers to establish agro-businesses,
oroduction/marketing cooperatives, or other programs tc increase
farm income., Sessions would prepare participants to: a) appreciate
the importance of agrobusiness in the total management of the farm;
b} to teach and use the tools and tecaniques 1ﬁ project feasipility
study preparation, project management, and evaluation; and ¢} to

serve as models in the promotion of environmental enhancement.



Another type of urgently needed training is leadership for local
development. Both public and private sector leaders could benefit
from local and foreign training/cbservation on approaches to
promoting local autonomy, improving local finances, and increasing
basic public services. Short-term on-the-job training in U.S. state
and local government would be very valuable in providing local
leaders with insights on improving their communities. Similar
programs to provide new skills to rural youth leaders or potential
1eaders'shou1d be valuablie in encouréging such talent to remain in
their rural communities by showing them options for accelerating
economic progress.

This project would complement the efforts of ongoing USAID
programs (including Agrarian Reform) by providing training support
not available eisewhere. The need for increasad attention to
training has become more evident as we move into negiected ruratl
areas and the previcusly trained human resources decrease as a
result of turnover {including retirements). In order to maximize
the impact and fiexibility of this project, funds would oe provided
to cover the international travel of participants, as well as 3tner
naormal training costs.

F. Target Groups: The most direct veneficiaries of the orazect

will pe the national and local officials, private leaders,
srofessionais, farmers, youth, etc. who will receive Irzining inger
the oroaject. These people will in turn imorove oubi:¢C services ing

development activities to benefit their communities.



ABS NEW PROJECT NARRATIVE

A. Program/Project No. & Title: (492-XXXX} iMatching Funds for
Agricuitural Impact Programs

B. Proposed Funding : Grant
FY 1990 : $ 7.0 million (ARDN - $1.0; ESF - $ 6.0)
LOP : $30.0 milTion (ARDN - $2.0; ESF - $28.0)

C. Appropriation Account:  ARDN/ESF

D. Purpose: To support the Government of the Philippines (GOP)
rural recovery program by providing fast disbursing resources for
field impact programs in the agricultural and natural resources

sector.

E. Program Description: This program seeks to accelerate

Philippine economic recovery by providing matching funds to
national, locai, or private organizations for priority rural
development projects. Emphasis will be on programs and projects
which will guickly and directly impact on barangays. [t is expected
that 90% of the funds provided will be channeled directly to field
offices of national agencies, local governments and development
councils, and/or non-governmental development organizatiens
operating at the local level. This approach is consistent with the
emphasis being placed by the GOP on decentralization of operations
to field units, the devolution of increased responsibiiities to
iocal government units (LGUs}, and the increased use of NGOs in
implementing programs. Such assumptions are reflected in the new
1986 Philippine Constitution (ratified by 87% of the votersi, wnich
provides a strong mandate for increased decentraliization and local
autonomy. The Philippine Congress is now revising the Local

Government Code to implement this mandate. Moregver, in March 13988,



President Aquino issued Executive Order 319 wnich reorganized
development councils from the regional down to the barangay
(village) Tevel. This Executive Order stresses the need for bettar
coordination of national and local organizations and for greater

private sector involvement to accelerate socio-economic

development. There also seems to be a genuine effort in most areas
to use the various development councils to mount a tripartite
development prograwm involving national, local, and private
organizations. Concerned national and local leaders have stressed
the need for a faster and more decentralized approach to rural
development to address the needs of providing better services to the
people and preventing the insurgency situation from getting

worse,

This program will increase the fipancial resources availabie to
concerned national or local entities to support village-orientad
projects focusing on the improvement of {a) productivity, income,
and well-being of farm families and/or (b) conservation and use of
natural resources.

Limited funds may be provided to support systems ind networks io
accelerate the flow of new production and marketing or agrobusiness
techinoiogies to farm families. Consideration W#ill normally se givan
only to projects which are supported by at least a 25 percent
regional, provincial, or local cash oar in-king contrioution 22 match
the resources provided under this Program .

Support could be given to projects which: disseminate new

production technolagies and marketing stratagies faor nigh-valiue



crops, address post-narvest drying and processing needs, provide
training and TA for organizing farmers and youth groups, fund access
trails and farm-to-market roads for remote villages, improve
communal irrigation, support community agro-reforestation programs,
promote upland rehabilitation and empioyment generation, or expand
the availability to barangays of improved seeds and plant

materials. Where assistance is not available from other USAID
projects, a limited amount of funding will also be made available
under this program to assist in the'design of projects and to
strengthen the development management capacity of c¢ritical

imp lementing agencies. This might incTude support for improving the
capacity of government entities to provide caontracts or grants, so
as to 1nérease private sector participation in the impiementation of
a0P programs.

Projects may be proposed by any appropriate development
arganization or government unit through agreed on c¢nannels to a
regional or local coordinating body (such as the Regional/Provincial
Development Councils, Regional/Provincial Fishery and Agricultural
Councils--operataed by the Department of Agriculture}. National
program coordination will probably be provided through the
Department of Agriculture, Department of £nvironment and Natural
Resources, and the Philippine Council for Agricuiture and Resources
Research and Development (PCARRD--under the Department of Science

and Technology).



-4 .

It is anticipated that the accomplishments of previous or
ongoing USAID-supported agricultural and rural development prograas
{e.g., Rainfed Resources Development, Accelerated Agricultural
Development, Local Resources Management) will help accelerate the
planning and development of projects in some provinces. For
example, assistance for agro-reforestation will build on the
successful models of contract implementation now being used by DEHR
under the Rainfed Resources Development Project.

F. Target Groupsf This program will diractly benefit rural

families. _

NOTE: While it is assumed that our‘assistance objectives can be
better achieved through a Program rather than a Project approach,
the actual mode will be determined during the design process. The
ob jectives of this program are similar to those of the proposad
program to provide Matchning Funds for Community Actiont Prdgrams,
but we have separated them because of the distinct nost country
channels involved in the flow of funds. During design, we will

examine the merits of maintaining the separation.



ABS NEW PROJECT NARRATIVE

A. Program/Project No. & Title: (492-XXXX) iatching Funds for
Community Action Pragrams

B. Proposed Funding

FY 1990 : $ 5.0 million {ARDN - $1.0; ESF - $4.0}
LoP : $25.0 million (ARDN - $3.0; ESF - $22.0)

C. Appropriation Account:  ARDH/ESF

D. Purpose: To support Government of the Philippines (GOP)
decentralization initiatives by providing fast disbursing resources
for expanding local development programs and increasing cooperation
on development between the governmen% and the private sector.

E. Program Description: This program seeks to accelerate

Philippine economic recovery by providing matching funds to
provincial and local governmental units for development projects.
{Selected chartered cities outside of Manila would be included.)
These units are closer to the people and therefore generally more
motivated and able to act on local development needs than naticnal
agencies. Similar assumptions are reflected in the new 1986
Pnilippine Constitution (ratified by 87% of the voters), which
provides a strong mandate for increased local! autonomy. The
Philippine Congress is now revising the Local Government Code to
imp lement this mandate. HMoreover, in March 1988, President Aquino
issued Executive Order 319 which reorganized development councils
from the regional down to the barangay (village) Jevel. This
txecutive Order stresses the need for better coordination of
national and jocal arganizations and for greater private sector

involvement to accelerate socio-economic aevelopment. NEDA nas

thus



tried to increase the coordinating role of the Regional
DevelopmentCouncils {RDCs) by giving them authority to review
budgets of national agencies working in the region.

Many of the Provincial Governors and City/Municipal Mayors
elected in January 1983 are anxious to mount new programs to upgrade
basic services and expand development activities in the rural areas,
but they still have very limited resources. These local leaders
normally stress a two-fold concern in their request for resources:
providing better services to their people and preventing the
insurgency situation from getting worse. There also seems to be a
genuine effort in most areas to use the various development councils
to mount a tripartite development program involving national, local,
and private organizations.

This program will increase the financial resources available to
local governments for responding to localily generated development
projects. To accelerate implementation, the funds will be aiiocataq
to Provincial and City Development Councils {probably througn the
Regicnal Development Councils or RDCs) basad on agreed criteria ana
development priorities.

Projects may be proposad by the arivate sector, NGOs,
municipalities or barangay councils to the Provincial and City
Development Councils. Consideration will normally be given on'y ¢
grojects wnich are supported by at least a 25 percent “aca: casn Jr
in-xind contribution to match Program resources. [T is assumec Inat

the funds provided under this Program in FY 1990 wiil je dispursea



quickly because tnere should be many acceptable project
proposalsavailapble for funding as a result of ongoing and planned
tocal development programming exercises.

Priority in funding will be given to projects wnich will have a
fast and direct effect on economic progress at the barangay Tevel.
These could include projects to disseminate new production
technologies and marketing strategies for hign-value crops, address
post-narvest drying and processing needs, provide training and TA
for organizing farmers and youth grdﬁps, fund access trails and
farm-to-market roads for remote villages, improve communal
irrigation, support communal agro-reforestation programs, or expand
the availability to barangays of improved seeds and plant
materials. Where assistance is not available from other USAID
projects, a limited amoﬁnt of funding will also be made available
under this program to assist in the design of projects and to
strengthen the development management capacity of local governments
and other impliementing groups (including local deveiopment PY0's and
foundations). Support could also be provided for improving Tocal
tax coilections and other self-nelp measures and for strengthening
the organization and leadership of municipalities and barangays
interested in mounting better community development a2fforts.

it is anticipated that the accompliishments of orevious or
ongoing USAID-supported local development programs (2.g., Provincial
Development Assistance Project, Local Resources ifanagement, Real

oroperty Tax Administration) will heip accelerate the pianning and



development of projects in some provinces. This includes the
continuation of professional planning and development staffs in some
provinces.

F. Target Groups: By focusing on village level impact, this

program will directly benefit rural families. In addition, the
developmental role of the regional, provincial and local development
councils and related private and public organizations will be
strengthened.

NOTE: While it is assumed that assigiance objectives can be hetter
achieved through a Program rather than a Project approach, the
actual mode will be determined during the design process. The
objectives of this program are similar to those of the proposed
program to provide Matching Funds for Agricultural Impact Proaraams,
but we have separated them because of the distinct host country
channels involved in the flow of funds. ODuring design, we will

examine the merits of maintaining the separation,



ABS NEW PROJECT NARRATIVES

Program Number & Title: 492-0400 TARGETTED CHILD SURVIVAL

Propased Funding:

FY 1990 $ 2,000,000
LOP $15,000,000
Appropriation Account: Health
Purpose: Improve utilization of selected primary

health care services, to maximize child
survival.

Program Description

The project will build on the initial success of fmmunization and
ORT injtiatives funded under the PHCF Project (492-0371).

Institutionalizing the gains made during the acceleratad EPI
program 1987-89, the Project will aim at sustaining high levels of
coverage through comprahensive technical and management training,
especially among city health department staff, cold c¢hain
maintenanca, improved information/evaluation and logistics supoort.
The gains made in ORT will be broadened through support for
praventive aspects of diarrheal disease control, inciuding aducation,
breastfeeding and sanitation concerns. The major new program element
of the overall chilid survival improvement strategy will be the
prevention and controi of acute respiratory infection (ARI), since

this is now the leading cause of under Z morbidity and mortality.

The emerging National ARI Plan will require extensive operations



research, training of health personnel and clients, large amounts of
commodities and promotion and education. Incorporation of Yitamin A
supplementation as part of either the ARI, CDD or £PI delivery system
may be included as further research results on its effectiveness on
child mortality reduction becomes evident. The project will be

driven by a focused program of social marketing and communication ¢
build support for these child survival initiatives. AID inputs wili
include technical assistance, training, mass media/advertising,

commodities and R&D costs. -

Target Groups:

The primary target group will be the 3% of the population under
age one {1,176,000 in 1988). (hildren age five and under, pregnant
and nursing mothers, and high-risk, fertile-age women whose neaith

are key to infant survival will be secondary targets.
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ABS NEW PROJECT NARRATIVE

Project Number & Titile @ ({492-XXXX) Industrial Guarantee Loan Fund
{IGLF)

Proposed Funding : Grant

FY 1990 : $ 1.5 Million (ARDN-$1,125) (PSEE-$375)

LoP : $20 Million {ARDN-$15,00} (PSEE-$5,000)

Appropriation Account :  ARDN/PSEE

Purpose : To encourage investment in enterprises

outside Metro Manila and in export-oriented enterprises.

Project Description :  AID funds would capitalize a guarantee

facility, in conjunction with other donors/multilateral development
panks wnich may include the World Bank and ADB. By lessening risk,
the partial quarantee would encourage pafticipating commerciai banks
to extend credit to enterprises outside Metro Manila and to export
oriented enterprises. The program would be administered oy the
Centrail Bank of the Philippines, which has been nandling World
dank-financed forerunners of the proposed activity. Targetting the
export sector and industries outside Manila represents a departure
from forerunners wnich have allowed wider, non-focused eligibility.
Target Group : Entrepreneurs and workers in the axport
sector and in areas outside Metro Manila would benefit, as wouid the
participating commercial banks because of reduced risks to their

lending operations.



ABS NEW PROJECT NARRATIVE

Project Number & Title : (492-XXXX)} Capital Market Development

Proposed Funding : Grant

FY 1989 : $2 Million

LoP : $4 Million

Appropriation Account : PSEE

Purpose : To ennance the capacity of the Philippine

capital market to mobilize private term financial resources.

Project Description : The project would assist appropriate

government and private sector entities to strengthen the capacity of
the capital markets to mobilize private term capital and encourage an
increase in the supply of securities. Expected outputs include
proposals for revised legislation and regulations submitted to
Congress, an improved Securities and Exchange Zommission serving in a
develapmental as well as a regulatory capacity, and more efficientiy
operating stock exchanges. AID project funds wouid finance tecnnical
assistance, training and computer equipment acguisition.

Target Group : The entities directly senafitzing from

the A.1.D. assistance would be the Securities and ZIxchange Zommissicn
and the country's two stock exchanges. The resulting impraved
investment environment would benefit firms seeking 2quity ‘nvestiment
as well as investors who would be able to invest in i farger aumver

of companies, witn greater confidence.



ABS NEW PROJECT NARRATIVE

Project Title : (492-XXXX) Philippine Agribusiness

Industrial Investment Company (PAIICO)

Proposed Funding ¢ Grant

FY 1989 1 $2 million

L.0.P. i $4 million

Appropriation Account ¢ ARDN

Purpose : To mobilize private term capital for

investment in (1) firms slated for privatization; (2} financially
distressed privately-held firms; and (3) new and existing
agro-industrial enterprises.

Project Description : The project would provide technical

assistance for the start-up and partial capitalization on a
subordinated debt basis for PAIICO, a firm that would provide
investment capital for agricuitural projects of high return
potential. PAIICO would act as an intermediary/broker in obtaining
investors/buyers who would provide new capital and managerial
expertise to “turn around" existing financially distressed
businesses. PAIICD could also act as a principal in transactions in
which it would be the purchaser of such businesses, would then "turn
them around" and resell them at a profit. Government-held firms
scheduied for privatization constitute fortuitous targets of
opportunity for PAIICO's turn around function. Other sources of
financing may include multilatera! donors, the AID/PRE Bureau and

Private filipino-owned firms,



F. Target Group : Beneficiaries would include investors,

both domestic and U.S., seeking to acquire Philippine businesses,
entrepreneurs seeking capital for agribusiness ventures, and
low-income Filipinos who would find employment as moribund companies

are revived.
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ABS NEW PROJECT NARRATIVE

Project Title i (492-XXXX) VYenture Capital

Proposed Funding : Grant

FY 1989 1 $2.0 Million (ARDN - $1,500; PSEE - $500)
L.0.P. : $6.0 MiTlion (ARDN - $4,000; PSEE - $2,000)
Appropriation Account :  ARDN/PSEE

Purpose : To mobilize equity risk capital for newly

established small to medium-sized enterprises in high growth areas.

Project Description : The project would provide partial

capitalization, on a subordinated debt basis, tc a venture capital
fund establisned by a U.S.-based venture capital firm. The fund would
be organized in the same form as a c¢losed-end mutual fund, and its
equity would be privately placed. Other capital sources would include
multilateral development banks and private Filipine financial and
nonfinancial firms. The fund would invest in small and medijum-sized
Filipino companies with emphasis on: (1) Technology Transfer; (2)
Labor-intensive, axport oriented manufacturing; (3) Agribusiness; (4]
Asset privatization; (5) The "turn-arcund" of distressad assets,

This project wouid complement privatization and capital market
development activities in the Philippines by: (1} contributing to the
ennancement of the environment necessary to mobilize private term
financial rescurces for investment in productive enterprises;

/

(2) directly increasing the supply of securities; and (3} transfering

technoiogies that will increase production and productivity.



i

Target Group : Project benefigiaries would pe Philippine

entrepreneurs who would obtain capital, technology and overseas
markets, U.S. producers who would benefit from lower Philippine
production costs, and low-income Filipinos, who would benefit fran

the jobs createad.



ABS NEW PROJECT NARRATIVE

Project Number & Title ~: (492-XXXX) Trade and Investment Promotion
Proposed Funding : Grant

FYy 1990 : $1,000,000

L.0.P. :  $4,000,000

Appropriation Account : PSEE

Purpose ¢ To encourage domestic and direct U.S,.

investment in rurai areas of the Philippines, and to support tne
promotion of Philippine exports.

Project Description : This project will finance technical

services for governmental entities such as the Philippine Board of
Investment and the Pnilippine International Trading Corporation and
private associations such as the Philippine Chamber of Commerce and
Industry and the Chamber of Pnilippine Exporters,

To stimulate investment, the Project will finance: (1} studies to
identify policy and operational constraints to domestic and foreign
investment and analyses of affective aiternatives to existing
Pirilippine policies affecting investment, as well as the formuiation
of action plans for the relevant government agencies and private
srganizations to implement the study recommendations to overcome
these constraints: (2 sector surveys to identify investment
opportunities iand dissemination of survey results through Philiopine
and U.S. pusiness associations; (3) investment workshops, seminars,

missions and conferences, to promote investment in &the 2hilippines,



and also to foster links between U.S. and Philippine business
associations; and (4) brokering between U.S. firms with access to
technology and markets, and potential Philippine joint-venture
partners, with a focus on export industries. A "buy-in™ to the new
International Executive Service Corps Trade and Investment Service or
similar investment and technology transfer broxaring network will os
considered as a possibility for achieving this objective.

Project export promotion activities will include: {1) studies to
examine policy considerations that impact on the Philippines' 2xport
competitiveness, such as the GOP's management of the exchange rate,
and its restrictive GOP import policy vs. import literaiization; and
analyses of the impact of externalities such as U.S. trade
legislation, international agreements and product quotas; ind
development of an action plan by which the reiavant ?hilippine
government bodies would move toward the adoption >f the icentified
poiicies and actions supportive of the export sector; (2. the
development of an internationa! market research capacity ina the
dissemination of market intelligence information for Pnilicpine
axporters; and {3) estapbiishing trade linkages setseen smz’' 1o

medium-sizeg Phijippine anterprisas ang J.5. firms.



F. Target Group : Local entrepreneurs will benefit from
increased access to U.S. technology. Investors, both domestic and
foreign, will benefit from an improved business climate and rural
communities will experience increased empioyment and income. Local
exporters will benefit from increased access t¢ international
markets, particularly the U.S. market, and from the amelicration of a
policy environment in the Philippines that currentiy discriminates

against exports.



ABS NEW PROJECT NARRATIVE

Project Number & Title : ({492-XXXX) Telecommunications
Proposed Funding :

FY 1989 : $ 5 Million

L.0.P. : $25 Million

Appropriation Account : ESF

Purpose : The purpose of this project is to imorove
and expand rural telecommunications in order to enhance the flow of
commerce, encourage investment and production, and provide for
further economic expansion and groy;h in the rural sector.

Project Description : The lack of an adequate nationwide

telecommunications system is severely hampering rural economic
development. Approximately 73 percent of the total telephones in the
Philippines are concentrated in the Metro Manila area. There are
5.73 main telephone tines per 100 persons in Metro Manila, but
telephone density is under 1.02 for the entire country. Existing
rural telephone facilities are frequently overloaded and subject to
high traffic congestion and the smallier rural telephone companies
throughout the Philippines operate almost in a void, tacking
connections to the national telecommunications network with service
quality very poor.

This project will assist the Oepartment of Transportation ang
communications develop a viable nationwide inter-istand
telecommunications system. It will fipnance: (1} technical issiszance
to identify and address policy constraints, national 4and local

management issues and operational Adeficiencies, and identify



m
.

organization and investment options; and (2} engineering/construction
services, and equipment/commodities and associated installation
services (all to be sourced from the U.S. and Phitippines) for the
rehabilitation, upgrading, expansion and linkage - via micro-wave or
other available and appropriate technology - of rural telenhone
systems, and to provide linkages for these systems to existing
national backbone voice and data transmission systems.

Target Group : The beneficiaries will be individuals,

institutions and the full range of small, medium and large business
interests involved in agricultural production, agricutural processing
and industrial production as more reliable and timely marketing and
production based infoﬁnation is made available. In addition,
agricuttural and industrial investment options in rural areas will be
enhanced which will in-turn provide for increased employment

opportunities and higher incomes.



AID PROGRAIM IN FY 1990
ANNUAL BUDGET SUBMISSION
TABLE V - PROPOSED PROGRAM RARKING

($00G)
RARNK
PROJECT TITLE
T XXXX MULTILATERAL ASSISTANCE INITIATIVE
{To be Programmed)
2 0396 Population Sector Support
3 0374 Regional Development Fund
4 0420 Rural Infrastructure Fund
5  XXXX Telecommunications
o 0429 Rural Electrification
7 0403 Financial Management Improvement
8 0432 Technical Resources
9 0419 PVQ Co-Financing I1]
10 0395 Enterprise in Community Developmeqt
11 0428 Privatization :
12 XXXX Capital Market Development
13 XXXX Private Development Corporation of
the Philippines (PDCP)
14  XXXX Venture Capital
15  XXXX Philippine Agribusiness Industrial
and Investment Company {PAIICO)
16 XXXX Trade and Investment Promotion
17 XXXX Industrial Guarantee Loan Fund
18  XXXX Local Government Improvement
19 XXXX Matching Funds for Cowmunity Action
Programs
20 XXXX Local Development Information Systems
21 XXXX Rural Development Training
22 0406 Targetted Child Survival
23 0371 Primary Health Care Financing
24 0385 Accelerated Agricultural Production
25 0366 Rainfed Resources Development
26 XXXX iatching Funds for Agricuitural
Impact Programs
27 0343 Praoject Jesign
28  pPLOZ P 480 Title Il - Philippines ‘CRS)
29  PLOZ2 PL 480 Title Il - Pnilippines {CARE:
30 PLOY PL 480 Title [ - Philippines
31 AXXX Agricultural Education [morovement
and Qutreach Project
32 XXXX In-Service Teacher Training
33 XXX Training & Deveiopment :ssues I
34 0359 Smalil i Medium Enterprise Jeveliopment
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ANNEX G
LOCAL CURRENCY USE PLAN

The FY 1988 CDSS Supplement reconfirmed increased rural productivity as the
central strategic goal of the 1986-1990 CDSS. Tnis goal was also supported by
the November 1988 Resource Planning Team which emphasized the importance of
getting essential government services to the countryside and the need for
speedier disbursements and quick impact interventions. Raising rural
productivity, including farmer profitability, remains relevant to the
country's development problems and matches with the central goal of President
Aquino's economic development program.

The Tocal currency uses outlined below reflect an attempt to improve the
economic development ¢limate of the country. Financial assistance resources
have been adapted to support tne Aquino Administration's efforts to gain
control over a large budget deficit that threatens to overwhelm development
initiatives. In addition to direct budget support, the USAID is promoting
relevant policy reform measures to reduce niases in agricultural markets, to
provide macroeconomic framework supportive of private sector led growth, such
as trade liberalization, and to reduce government involvement in and
regulation of the economy particularly through privitization efforts which
nelp reduce the national budgetary burden of non-performing acquired assets
and pubTic corparations. )

The Budget Support Program initiated in FY 1986 provided an equivalent of $300
million in ESF grant Tocal currency to support seiected categories in the
Philippine Government's budget for education, health and agricuiture. These
funds were attributed toc the costs of providing basic services and included no
capital outlays. Local currency provided under the $150 million ESF Budget
Support Program II grant were used for elementary education and health
programs refated to extension services in the provinces, malaria eradication
and schistosomiasis contrel. Support to critical government services in areas
such as education and health wili continue thrcough Budget Suppori Programs I1I
and IV planned for FYs 1988 and 1989 with levels anticipated at $75 million
and 360 million respectively. For FY 1990, new programming is envisicned for
a "Multilateral Assistance Initiative" which will likely include some level of
budgetary support that will benefit either or both GOP recurrent and capital
expenditures with nigh development impact.

To help offset a decline in the Philippine's sugar guota in FYs 1986 and 1987,
local currency aguivalent to about 343.64 millicn was generated under Section
415 of the U.S. Agricultural Act of 1949. These proceeds were used to finance
the distribution, handling, and processing costs of food assistance progranms
to needy peonle provided under the USAID's PL 480 Title II program and to
assist offorts directed at improving agricutural production and extension.

in FY 1987, a PL 480 Title II Section 206 program generated about 3530.95
miilion in proceeds wnich supported GOP programs and acitivities in
agricultural extension ind credit, irrigation, cocperative development,
nutrition and rural heaith. Proceeds from the $20 willion FY 1988 Title
II/Section 206 program are also being used to support agriculture and rural
health.



PL 480 Title I generations supporting economic development and stabilization
strategies for this reporting period include about $43 million from FY 1985
and prior agreements, a carry-over of 3$16.7 miliion from the FY 1986
agreement, and $30 million for FY 1988. Title [ programs are planned for

FYs 1982 and 1990 at 335 miilion and $50 million respectively. A1l Titie [
proceeds support government activities and programs related to agriculture and
rural development and the conservation of natural resources. Begianing in FY
1989, the USAID expects to negotiate Section 103 Agreements wnich wil! provide
funds to support the cooperative movement in the Philippines.

The final category covers host country owned local currency expenditures for
Mission operating expenses which are provided under a bilateral agreement as
general program support through a Trust Fund arrangement.



FY 1990 Annual Budget Submission
Table VI: Expenditures of local Currency Generations
{all in the U.S. dollar equivaients, and in $ Millions)

1987 7988 7939 1390
Source/Purpose Actual Est. Planned  Prop.
[. ECONOMIC SUPPORT FURD 1/
A. Public Development Activities
1. Development Support Program 43.20
B. Public Sector Recurrent Budget
1. Budget Support Program
I (Education, Health and
Agriculture) 90.00
II (Education and Health) 75.00
[1I {Education and Health) 75.00
[V (Education and Health) 50.00
1/ (See Narrative)
SUBTOTAL OF ESF LC EXPENDITURES 208.20 75.00 53.00 -0-
{(UNEXPENDED ‘ESFP-HEBRLANCE) -0- Q- -0- -0-
I1. P. L. 480
A. Public Development Activities
under Title [/79:
1. Project Development Fund 0.12 0.12
2. Agricultural Educational
Qutreach Project 0.37 0.20
3. 3icoel Integrated, Health,
Nutrition and Population 0.02
4. Philippine Institute for
Development Studies 0.49 0.50
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FY 1990 Annual Budget Submission
Table VI: Expenditures of Local Currency Senerations

(all in the U.S. dollar equivalents, and in $ Millions)

Source/Purpase

5.
6.

DSWD-CRS Supported Programs

Investment Coordinating Com.

B. Public Sector Recurrent Budget

[

Title 1/85:
(Agriculture and Rural
Development)

Title 1/86:
(Agriculture and Rural
Development)

Title [I/Section 206/87:
(Agriculture/Rural Development
and Health}

Title 1/88:
(Agriculture/Rural Development
and Natural Resources)

Title [I/Section 206/88:
(Agriculture and Rural Health)

Title [/89:
(Agriculture/Rural Development
and Natural Resources)

Title 1/90:
{Agriculture/Rural Development
and Natural Resources)

3. Private Sector Proarams

1.

™~

Title [/Section 108/89:
{Cooperative Development)

Title I/Section 108/90:
(Cooperative Development)

1987
Actual

1888
Est.

|ELE]

?lanned

1990
Prop.

0.66

16.70

30.95*

0.77
0.02

40.00

30.00

20.00

.50

SUBTOTAL OF PL 380 LC =ZXPENDITURES

{UNEXPENDED PL 480 LC SALANCE)

49 .43

11

.61

.JC
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FY 1990 Annual Budget Submission

Table VI: Expenditures of Local Currency Generations
(all in the U.S. dollar equivalents, and in $§ Millions)
1987 1388 7989 1990
Saurce/Purpose Actual £Est. Planned Prop.
[I. SECTION 416
A. Public Sector Recurrent Budget
1. Section 416/86:
{Distribution, handling
and processing food assis-
tance programs and government
activities supporting
agricultural production and
rural health/nutrition.) 18.47*
2. Section 416/87: '
(Agriculture and Rural
Development) 25.17*
SUBTOTAL OF SECTION 416 EXPENDITURES 43.64%*
(UNEXPENDED SEC. 416 BALANCE) -0-
[1I. HOST COUNTRY OWNED LOCAL CURRENCY
EXPENDITURES FOR PROGRAM SUPPORT
i. A.I.D. QOperating Expenses
© {Trust Funds) 2.46 2.59 3.06 3.49
SUBTOTAL OF TRUST FUND LC EXPEN 2.46 2.56 3.06 3.49
(UNEXPENDED TRUST FUND LC BALANCE) -0- -0~ -0- -0-
GRAND TOTAL ALL LC EXPENDITURES 303.71 169.2 37.06 57.99
(GRAND TOTAL ALL UNEXPENDED LC
BALANCES, I.E., THE PIPELINE) 41.81 -0~ 2.00 3.50

*Excluding U.S. freight differential
1945p
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1.

TASLE VIII (a)
NARRATIVE
USAID/Philippines

Reason for Increase {Decrease) - FY 89 to FY 90

a) Dollar Furded Costs (In $'000)

While the Mission's overall budget allowance requirements show a 31%
decrease from FY 89 to FY 90, that decrease is misleading. That ret
decrease results from a 55% decrease in FY 90 urder function code US00
which is offset by an average increase of 7.3 in function codes U100,
U200, and U300. However, aur FY 892 budget includes a special supplement
of $800.0 which is directly related to the planred relocation of our
office. Inclusion of that special supplement in cur FY 89 requirements
distorts our real needs for FY 90 when a comparison is made between those
two years. In fact, it is now known that the Mission's requirements urder
US00 will actually increase by $203.3 in FY 90 over that required in FY
89—not withstarnding the effect of the supplement.

The Mission's actual krown overall requirements for FYs 89 ard 90 are
$28.5 and $453.8, respectively, over the given budget allowances. What is
not included in these known costs are anticipated significant increases in
the utilities, mainterance, security guard services, secured ard other
telecommunications, ard other costs for our new office space. For
example, mainterance costs are expected to increase three-fold ower the
present level, In addition, after we move to the rew office space we will
incur anrual transportation costs of about $20.0 for our FSN employees.
These costs will result because our new of fice is imaccessikie to nommal
sources of public transportation.

In the figures reflected below, reductions were made in almost all
functional codes for FYs 89 and 90 in order not to exceed the
straight-lire budget amount given per State 142683, The urknown increased
costs which will result from our move to rew office space have not been
budgeted for because of the limitations in State 142683, Same of the
dollar shortfall in FYs 8% and 90 have been plugged into oaur Trust Furd
oudget below. However, it must be kept in mird that the Trust “urd ouxdget
must be negotiated annually with the Goverrment of the Philippires (GOP:
and may not De approved at the levels shown. The increases anc gecrease
by function codes per your ABS guidelires are summarized ard discussed
below:

Function In $'000 ¥ Increasei{lecrease)
Expense Category Code FY 89 Y 90 3etween -Ys
US Direct Hire U130 508.8 558.7 i
M Direct Hire uz200 10.6 11.6 %
Contract Personmel U300 460.2 484 3 3%
Housing 13400 27.0 27.0 -
Office Operaticns usQo 1,593.5 718.a 53%

Total Allowance
Requirements 1J0O00 2,400.0 1,80C.0 31%3



Ul00 - The 1@ increase results from a provision for inflation.

U200 - The 9% increase includes provision for step increases ard a
gereral salary increase.

U300 - The 5% increase results from providing a 5% inflation factor for
US PSC Salaries/Benefits and all other FN PSC costs.

USCO0 - As explaired above, the 55% decrease in FY %0 is mainly due to the

a special supplement of $800.0 which was included in FY 89 for the
planred relocation of our of fice.

b) Peso Furded Costs (In $'000)

Our total allowance requirements increased by 14% between FYs 89 ard 90.
As discussed above, this budget must be negotiated apnually with the GOP
and may not be approved at the levels shown. Changes by functions codes
are shown and discussed below:

Function - In $'000 % Increase{Decrease)

Expense Category Code FY 89 FY 20 Between FYs
US Direct Hire Ulgo- 142.1 159.4 12%
FN Direct Hire U200 405.5 446.1 1%
Contract Personrel U300 1,120.5 1,232.2 10%
Housing U400 809.3 928.9 15%
O0ffice Operations U500 582.5 721.3 24%
Total Allowarnces

Requirements uoco 3,060.0 3,487.9 14%
U100 - The 12% increase i1s based on the Mission's aQerage historical

number of deperdents eligible for educatiomal allowarce.

J200 & U300 - The increase results from a 1% provision for inflation for

pesoc funded costs.

This represents the average rental increase of 17% on residential

houses.,

U500 - The 24% increase in FY 90 resulted because a significant amount of
office rental costs will be charged to $ funds in FY 89, because
of our planmed move to a mew location. The remairder reflects a
1% provision for inflation.

U400

Funding Shortages in FY 1988 ard/cr FY 1989 (Dollar Funded Costs)

As discussed above, the Mission's actual FY 88 ard projected FY 89
requirements are higher than the total budget allowances given per STATE
cable 142683. However, odr budgetf figures have been adjusted to reflect
those allowance levels, and some dcllar shortfalls were shifted to our
Beso Trust Furd budget. It was also pointed out earlier that because of
the lack of sufficient budget allowance, some anticipated costs related to
our rew office space have ngt been included in our budget. It was further
pointed out that since our Trust Fund tudget has to be regotiated ammually
with the GOP, there is no assurance that needed increased furding will be
provided.
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The Mission has taken or plans to take the following actions to enable it
to operate at the reduced budget levels in FYs 88 and 89. These stens
include: (1) ron-replacement of selected retiring/resigning FN PSC
personrel, (2) defarral of the procurement of reeded of fice ard household
equipment and replacement vehicles, (3) each office has been given
restricted budgets for travel and training, and overseas telephore calls
(office chiefs must adhere to these budgets), and (4) restricting other
communications amd printing costs through increased review and control.
In addition to the above, the Mission is reviewing all of its contracts
for gereral services ard looking for ways that such costs can be decreased
by either reducing, changing, or eliminating the scope of work being
provided.

The Mission will continue its efforts to identify ard implement further
cost savings where appropriate during FYs 89 and 90. From our perspective
it appears that the Mission is being squeezed from two directions on its
budget. To begin with, our progam is significantly increasing with no
resultant increase being provided -In operating budget allowances.
Secordly, while the U.S. Goverrment is strapped in its ability to provide
operating expense increases, because of its overall budgetary problems,
the GOP's prublems are even more acute. Therefore, we btelieve that our
ability to negotiate substantial increases in our Trust fund budget is
nighly unlikely.

Management Improvements

This Mission contiruously reviews its operations ard functions with the
objective of being able to reduce its operating costs. Many of the
planned actions were already taken ard discussed in 2. above. In addition
to such efforts, we have aggressively reviewed our FAAS costs during the
last 3 years and worked very closely with the tmbassy Sudget ard Finmarnce
Off ice to reduce these costs. OQur efforts have been very successful. The
Mission's FAAS costs were $95.7 in FY 86; $49.4 in FY 87; ard are
estimated to be $45.0 in FY 88, We are also taking measures to reducs our
overtime costs ard we follow the practice of scheduling TDY/consultation
and training in Washington D0.C. in conjunction with employees' nome leave
travel. Savings on plare fare costs alore from this latter practice are
estimated to be $38.8 per annum.

Trust Furd

This Mission nas had a Peso Trust Fund budget since iLts inception. These
furds, which constitute direct support to the Mission oy the GOP,
pasically are used for many of the same operationmal costs covereg Jy our
dollar OE tudget. The FY 88 allowance provided oy the 30P is sufficient
to meet our needs. However, for FYs 89 ard 30, we hdwve 2een advised Lo
only expect a maximum increase of 5% the previous year's allowance. For
both FYs 89 ard 90 our projected budget requirements axceed the amoungs
the GOP has indicated it will provide., A comparison 3f our oeso
requirements {shown in dollars) with the level the GOP nas ircicateg it
#1ll provide follows:



In $'000
FY 89 FY 90
Mission's Projected Requirements 3,060.0 3,487.9
GOP's proposed allowance 2,756.0 2,893.0
Shortage 304.0 394.9

The Mission will exert its best efforts in negotiating with the GOP to
obtain the funding levels necessary to avoid any budget shortages. This
will be dore in concert with the Mission's cost saving measures discussed
above. We would like to again reiterate our belief that our ability to
regotiate a peso budget level with the GOP—sufficient to avoid any
shortfalls--is unlikely because of the GOP's overall budgetary problems.

Although our initial allotment of funds for FY 388 were delayed, Mission
does not anticipate that this will be a problem in the future. We were
able to successfully negotiate a change in the GOP's disbursement
procedures which will result in our receiving ocur budget allowances on a
more timely basis.

1328C pl-3
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Table YIII (b)
Information on F.N. PSC Costs
(Peso Trust Funded)

P0S CONTRACT DOLLAR CO0STS
JOB TITLE/DESCRIPTION GR TERM COVERED ’
Secretary 07 10/01/87-05/12/90 $ 3,693 34,468 § 5,408 $ 5,949
Secretary 07 10/01/87-03/21/90 3,544 4,288 5,194 §,713
Admin Clerk (Typing) 05 10/01/87-12/13/88 2,814 3,405 4,145 4,560
Legal Advisor 11 10/01/87 -09/30/90 8,193 9,913 11,369 13,058
Prog Spec (Economist) 12 10/01/87-11/22/30 10,638 12,872 15,382 16,320
Prog Spec (Economist) 11 10/01/87-09/21/90 7,489 9,062 10,361 11,347
Prog Spec (Economist) 1 10/01/87-08/29/50 8,193 9,913 11,89 13,056
Secretary 07 10/01/87-06/30/90 4,289 5,190 6,265 6,391
Secretary a7 10/01/87-03/26 /90 3,842 1,549 5,622 6,134
Clerk Typist 04 10/01/87-04 /05 /90 2,236 2,705 3,3i5 3,547
Personnel Assistant 07 10/01/87-106/31/50 3,99 4,829 5,836 6,320
Secretary 06 10/01/87-11/15/90 3,224 3,501 4,734 5,208
l.anguage [nstructor 06 10/01/87-02/13/90 3,360 4,065 4,929 5,422
Library Tech (Ref) 06 10/01-87-05/06/90 4,036 4,883 5,900 6,490
Reference Librarian 08 10/01/87-12/15/90 4,264 5,160 6,228 5,351
Clerk Typist 04 10/01/87-06/16/90 2,135 2,383 3,170 3,487
Personnel Advisor 11 10/01/87-06/30/90 10,651 12,888 15,301 16,94
Secretary 05 10/01/87-06/30/90 3,305 3,999 4,851 5,336
Clerk Typist 04 10/01/87-07/28/90 2,135 2,583 3,170 3.387
Clerk Typist 04 10/01/87-06/21/90 2,540 3,194 3,396 4,286
Llerk Typist 04 10/01/87-09/30/90 2,138 2,383 3,179 3,487
Shipment & Trv Supv 08 10/01/87-04/16/90 5,207 6,307 7,383 8,342
Shipment Assistant a7 10/01/87-09/30/90 4,289 3,190 5,263 5,891
Snipment Assistant a7 10/01/87-09/02/90 3,394 4,707 1,380 5,478
Travel Clerk 05 10/01/87-09/03/90 3,182 3,380 4,378 53,142
Receptionist 04 10/01/87-05711/90 2,236 2,708 3,315 3,647
Receptionist 04 10/01/87-08/91/9 2,135 2,583 3,57 3,487
Zomm. Media Supv 05 10/01/87-09/30/90 3,550 4,296 3,203 5,724
Offset Press Jper 04 10/01/87-07/13/90 1,308 2,309 2,845 3,130
Jffset Press QJper 03 10/01/87-04/24/90 2,135 2,583 3,170 3,487



Table VIIT (b)

{Continued)
POsS CONTRACT DOLLAR COSTS

JOB TITLE/DESCRIPTION GR TERIM COVERED FY 1987  FY 1988 FY 1989 FY 1990
Prog Spec{Soc Science) 12 10/01/87-11/02/90 12,141 14,691 17,541 19,295
Program Assistant 07 10/Q71/87-09/30/90 4,141 5,010 6,051 6,656
Secretary a7 10/01/87-11/30/90 3,360 4,065 4,929 5,422
Secretary 06 10/01/87-04/26/90 4,075 4,931 5,957 6,553
Participant Trng Asst 08 10/01/87-09/16/90 3,887 4,703 5,686 6,255
Pub Health Physician 12 10/01/87-12/31/90 18,350 22,203 26,457 29,102
Prog Spec (Gen) 11 10/01/87-08/05/90 8,193 9,913 11,89 13,056
Prog Asst {(Pop) 09 10/01/87-12/26/90 4,636 5,610 6,763 7,440
Secretary (Steno) 05 10/07/87-10/20/90 2,814 3,405 4,146 4,560
Secretary ' 06 10/01/87-044£12/90 3,380 4,065 4,329 5,422
Secretary (Steno) 06 10/01/87-07/15/90 3,224 3,901 4,734 5,208
Prog Spec (Pop) 1 10/01/87-04/23/90 7,841 9,488 11,365 12,502
Prog Spec (Paop) il 10/01/87-09/30/90 7,138 8,637 10.356 11,392
Prog Spec (PYO) 11 10/01/87 -05 /06/90 7,489 9,062 10,861 11,947
Program Assistant 08 10/01/87-06/30/90 4,641 5,676 6,770 7,447
Secretary 06 10/01/87-12/31/90 3,90C 4,719 5,706 6,276
Secretary (Steno) a6 10/01/87-07/27 /30 2,572 3,112 3,799 4,178
Clerk Typist 04 10/01/87--5/31/90 2,135 2,583 3,170 3,487
Prog Spec {Agric) 10 10/01/87-07-05-90 7,333 8,873 10,636 11,700
Pruog Spec (Agric) 10 10/01/87-08/26/90 5,044 7,313 8,784 9,663
Secretary 06 10/01/87-11/30/90 3,765 4,656 5,512 6,063
Prog Spec (Agric) 10 16/01/87-03/15/90 5,528 6,689 3,044 8,348
Prog Spec {Economics) 10 10/01/87-11/15/90 6,302 7,625 9,155 10,070
Prog Spec (Agribusi) 10 10/01/87-106/23/90 6,560 7,937 9,525 10,477
Secretary Q5 10/01/87-02/28/90 3,873 4,444 5,380 5,913
Secratary 05 10/01/87-09/30/90 2,559 3,708 3,793 4,172
Prog Spec (Agric) 11 10/01/87-04/03/90 8,193 3,873 11,869 13,056
Preg Spec (Coop) 10 10/01/87-02/13/90 5,302 7,625 3,155 10,070
?rog Spec {Gen) 10 16/01/87-09/30/90 5,270 6,377 7,673 8,441
Praog Spec {(Gen) 10 10/0%/87-09/30/90 6,044 7,313 3,734 3,663

Prog Spec (Economics) 10 10/01/87-03/15/90 7,597 3,185 11,006 12,107



J08 TITLE/DESCRIPTION

Art & Graphics Asst.
Secretary

Mail Clerk
Secretary

Excess Prop Asst
Excess Prop Asst
Procurement Supv
Clerk Typist
Secretary

Comm. Maint. Tech.
Supply Clerk
Purchasing Agent
Maintenance Supy
Haintenance Supv
daintenance Foreman
Clerk Typist

(Work Controi Clk)
Motor Pool Supv
VYoucher Cxaminer
Automotive Mechanic
Automotive Mechanic
Chauffeur
Chauffeur
Chauffeur

Chauffeur
Chauffeur
Chauffeur

Chauffaur

Chauffeur
Chauffeur
Chautfeur
Chauffeur

Chauffeur
Chauffeur

Chauffeur

POS
GR
07
06

06
07
07
10
04

07
05
05
07
07
05
a5

07

SRESA

03
a3
03
a3
03
a3
03
03
03
a3
a3
03
03

Table YIII (b)

(Continued)

CONTRACT
TERM COVERED
10/01/87-08/28/90
10/01/87-02/05/90
10/01/87-01/04/90
10/01/87-09/30/90
10/01/87-09/30/90
10/01/87-09/30/90
10/01/87-07/31/90
10/01/87-02/22/90
10/01/87-09/15/90
10/01/87-12/16/90
10/01/87-11/20/90
10/01/87-06/19/90
10/01/87-06/19/90
10/01/87-08/25/90
10/01/87-07 /06/90
10/01/87-03/23/90

10/01/87-09/30/90
10/01/87-07/27/90
10/01/87-06/08/90
10/01/87-09/30/90
10/01/87-09/30/90
10/01/87-09/30/90
10/01/87-09/30/90
10/01/87-03/22/90
10/01/87-08/31/90
10/01/87-04/24/90
10/01/87-01/28/90
10/01/87-01/16/90
10/01/87-06,/13/90
10/01/87-10/02/90
10/01/87-08/07 /90
10/01/87-07/22/90
10/01/87-07/22/90
10/01/87-07/22/90

DOLLAR TOSTS

{

3,096
3,244
2,882
3,900
4,737
4,588
6,044
2,135
3,360
3,544
2,814
2,93
4,141
3,394
2,691
2,135

4,588
3,088
3,145
2,640
2,878
2,763
2,763
2,421
2,336
1,823
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3,405
3,553
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3,806
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3,240
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5,006
5,208
4,605
6,276
7,598
7,363
9,663
3,487
5,422
5,713
4,550
4,754
6,656
5,178
1,366
3,487

7,363
4,394
5,084
4,286
3,345
4,480
4,480
3,340
3,305
2,398
4,210
4,210
3,538
3,670
3,670
3,538
3,535
3,535



JOB TITLE/DESCRIPTION

Chauffeur

Chauffeur

Chauffeur

Chauffeur

Chauffeur

Secretary

Computer Sys Anlst
Computer Sys Anlst
Computer Sys Anist
Computer Programmer
(Computer Sys Anlst)
Computer Programmer
Minicomputer Operator
Secretary
Finan Analyst (
Finan Analyst {
Finan Analyst (AID)
Finan Analyst (
Finan Analyst {
Secratary
Accts.Maint. Clerk
Acctg Tech (AID)
Acctg Tech (AID})
Acctg Tech (AID)

Acctg Tech (AID)
VYoucher Examiner (AID)
‘foucher Examiner (AID)
Youcher Examiner {AID)
Youcher Examiner
Youcher Examiner

Pay Controls Assistant

Table YIII (b)

(Continued)

POS CONTRACT DOLLAR COSTS

GR TERM COVERED FY FY Y

03 16/01/87-03/08/90 1,908 2,309 2,845 3,130
03 10/01/87-09/30/90 1,823 2,206 2,722 2,995
03 10/01/87-03/08/90 1,908 2,309 2,845 3,130
03 10/01/87-03/17/90 1,908 2,308 2,845 3,130
03 10/01/87-08/30/90 1,823 2,208 2,722 2,395
07 10/01/87-03/11/90 3,544 4,288 5,794 5,713
11 10/01/87-09/07/90 8,193 9,913 11,89 13,056
10 10/01/87-07/08/90 5,786 7,001 8,414 9,255
09 10/01/87-06/21/90 4,421 5,350 6,454 7,099
09 10/01/87-07/14/90 3,394 4,107 4,280 5,478
08 10/01/87-11/30/90 4,453 5,388 6,499 7,149
05 10/01/87-02/28/90 2,591 3,256 3,969 4,366
06 10/01/87-07/27 /90 2,569 3,108 3,793 4,172
1 10/01/87-03/17/90 7,489 9,062 14,867 11,947
i1 10/01/87-09/16/90 7,81 9,488 i1,365 12,502
11 10/01/87-33/15/90 7,841 9,488 11,365 12,502
1 10/01/87-04/05/90 7,138 8,637 10,356 11,392
11 10/01/87-04/29/90 7,138 8,637 10,356 11,392
06 10/01/87-11/06/90 3,224 3,901 4,734 5,208
08 10/01/87-04/13/90 2,953 3,573 4,348 4,781
08 10/01/87-05/22/90 4,641 5,616 6,770 7,447
08 10/01/87-06/30/90 4,541 5,816 6,770 7,447
08 10/01/87-07/24/90 4,453 5,388 6,499 7,149
08 t0/01/87-03/04/9Q 4,264 5,160 6,228 5,851
08 10/01/87-07/09/90 4,541 5,616 5,770 7,447
08 10/01/87-12/11/90 4,264 5,160 5,228 5,359
08 10/01,/87-05/23/90 1,075 4,33] 5,957 5,553
07 10/01/87-03/01,/90 2,953 3,573 4,346 4,781
05 10/01/87-11/18/90 2,369 3,108 3,793 4,172

07 10/01/87-11/15/9¢ 3,693 4,468 5,408 5,949



B TITLE/DESCRIPTION

Secretary (Angeles)
Chauffeur (Angeles)
Maint. Man (Angeles)
Prog Spec (Priv Sect)
Zecretary

Secretary
Secretary
Engireer (AID)
Engireer (AID)
Engireer (AID)
£ngireer (AID)
tngiresr (AID)
Engr (AID)
Ingr (AID)-Davao
g£ngr (AID)-Angeles
Prog Spec (Cap Devl)
Prog Spec (Cap Devl)
Prog Spec (Cap Devl)
Prog Spec (Erergy)
Secretary
fecretary {(Steno)
Secretary (Steno)
Secretary

TOTAL

7il1C

Tahle VIII (b)

{Continued)
POS CONTRACT DOLLAR C3STS
GR TERM COVERED FY 1987 ¢V 1588 7Y 1985 7Y 1990
06 10/01/87-10/05/90 3,360 4,265 4,929 5,422
a3 10/01./87-08/17 /90 2,421 2,330 3,582 3,940
03 10/01/87-04/08/80 2,164 2,619 3,213 3,535
10 10/01/87-02/P /90 6,044 7,313 8,784 9,663
06 10/01/87-05/25/90 3,360 8,065 4,929 5,422
a6 10/01/87-11/12/90 3,360 4,065 4,929 5,422
05 16/01/87-0 /1590 2,569 3,108 3,793 4,172
11 10/01/87-0/05/90 8,895 10,763 12,378 14,156
11 10/01/87-02/28 30 9,598 11,613 13,387 15,276
11 10/01/87-08/2L/90 9,598 11,413 13,887 15,276
11 10/01/87-06/30/5C 9,246 11,188 13,383 14,721
11 10/01/87-12/31/90 9,598 11,613 13,887 15,725
1 10/01/87-05/09/90 8,544 10,338 12,374 13,811
11 16/01/87-05/® /90 8,544 10,338 12,374 13,811
11 10/01/87-0 /0990 6,497 9,913 11,369 13,056
11 10/01/87-02/15/90 7,138 3,637 10,356 11,392
10 10/01/87-06/15/90 6,044 7,313 3,784 3,563
11 10/01/87-02/03/9 7,138 8,637 10,356 11,32
1 10/01/87-08/23/90  8,5a4 10,338 12,373 13,30
06 10/01/87-11/30/80 4,661 5,043 5,107 5,379
05 10/01/87-06/30/90 2,651 3,256 3,363 4,366
a5 10/01/87-08/® /90 2,569 3,208 3,793 3,17
26 10/01/87-06/17 50 3,578 3,737 a,Eag éﬁ
g- ’70!500 12,-35 §979,386 51,377,328



Organization: USAID Philippires

TABLE VIII (c)
Manpower Cantract Detail

Description FY 1987  FY 1988  FY 1989  FY 1990

None
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Organization: USAID/Philippines

TABLE VIII (e)
Obligations for Acquisition, Operation
and Use of Information Technology Systems

FY'87 FY'88 FY'89 FY'90

1. CAPITAL INVESTMENT:
A. Purchase of Hardware

WANG
External Chassis (VS-6554) 2.1
128 K Comm Controller (VS—TCl) 2.1
Front Panel/External Chassis (VS-FP6554) -2
Connector for RS232 (TCP-RS5232) .2
Netcore (VS-WSNS—CORE-5) 1.4
VS Pt to Pt Transport (VS-WSNT-1-PP-5) .4
VS Terminal Emulation (VS-WSNS-1-LGN-5) 4
VS File Transfer Service (VSWSNS-1-FT-5) 4
VS DP/WP Workstations (4230A-VS) 3.3
PC 8 Slot, 512K, 360K/20MB (PC-XCS5-3) 10.8
WANG/IBM Monitor Card (PC~PM1QL)
WANG Graphics Card (PC-PM002)
Monochrome Monitor (PC-PM(04)
PC VS Local Coum Option Card (PC-PM14L-VS)
PC Integrated Word Processing (PC-4S002-2)
PC 60 CPS Daisy Wheel Printer (PC-PM018)
¥S 60 CPS Daisy Wheel Printer (DW/0S 60)
Bidirectional Fomms Tractor {(BFT-1)
WANG Laptop Computer (WLTC-S1-US)
360 XB Diskette Drive (WLTC-1-1-US)
IWP Release 2.6B (WLTC-AS002-D-9)
European Battery Charger (WLTC-5-4-EU)
Extra AC Transformer 220VAC (WLTC-53-3-EU)
NICAD Batteries for the WLTC (725-3317)
EZxternal Numeric Keypad (WLIC-4-1)
512K Memory Board for WLTC {WLTC-3-1)
PC (PC200/300)/Workstation (4220A-VS) 13.8 27.8
Memory upgrade (2 to 4)(4 to §)(UJ-34xx) 12.6
Port Serial IOP (22V27-216) 3.9 1.3
oC 280 (PC-280-3) 1.5
20 Mb Disk/controller card {(APC-PM023) _.0
PC Memory Zxpansion (PM032) 4
¥ouse (725-3461) -1
Laser Printer (LCS15) 3.0
ICS 2 Add'l Zqpt
Large Data Storage Cabinet (2295V-C6) 18.
Streaming Tape Drive (2529V) 3

4ERTS Automatic Voltage Regulator

‘RACAL-MILGO Modem (26 LSI MarkII)

IPSON Matrix Printer (FX-286)

HP faserJet II Printer 4.9

HP Scanjet 2.8

Tape Cabinet (2) 1.5
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Organization: USAID/Philippines

TABLE VIII (e)
(Continued)

B. Purchase of Software
LOTUS 1-2-3 Upgrade to 2.01 (WANG Version)
PROPLAN System Software Package
LOTUS 123 IBM Version Release 2.0L
WLTC RH Thesaurus (WLTC-AS009-D-9)
WANG 0S 7.13 upgrade
WANG Pagemaker
Dbase3+,Foxbase+,Think Tank ,D0S 3.2

C. Site Faciliry
SUBTOTAL Section 1

2., Persoanel:

A. Compensation, Benefits and Travel
B. Workyears

3. Equipment Rental, Space and_Other Operating Costs:
A. Lease of Equipmeat
B. Space
C. Supplies and Other Material
D. Non~Commercial Training
SUBTOTAL Section 3
4. Commercial Services:
A. Computer Time

B. Leased Telecommunications
Services

C. Operations and Maintemance
(1) Operations
(2) Maintenance
Other than WANG ~quipment

WANG Equipment (AID/W
paintenance)

51.

3.5

6.0

9.5

43.8

s
.
o

6.4

10.4

5.0

18.8

54.0

4.6

6.9

11.5

5.9

28.7

39.9

5.3

7.5

12.8

5.0

22.8



00rganization: USAID/Philippines

TABLE VIII (e)

{Continued)

D. Systems Analysis and Programming:

E._Systems Design and Engineering

F. Studies and Others

SUBTOTAL Section 4

5. TOTAL DOLLARS

TOTAL WORKYEARS (From item 2A)
6. MISSION ALLOWANCE LEVELS:

A. Existing systems

B. New or expauded systems

89.2

150.3

98.7

51.6

23.8

78.0

3.2

43.8

25.7

91.2

37.2

54.0

27.8

80.5

40.6

39.9



Country/Office _ PHYILIPPINES

&
FY 1990 ANNUAL BUDGET SUBMISSION

! TABLE XI

P.L. 480 TITLE 1/IT1 REQUIREMENTS

( Dollars in Millions, Tonmage in Thousands )

ACTUAL ESTIMATED PROJECTED
FY 1988 FY 1989 FY 1940
$ MT $ MT % MT
Vs
COMMODITIES '
Title 1
Rice - 30 N - - - -
Wheat &/ - - 1% 29 50 413
Total .30 91 35 289 50 413
Ocner
- /'
P.L. 480 Title II
Section 206: 3/ 4/
Rice 20~ 48 —
Total 202/ 48 8/

COMMENT :

1/ Wheat tonnage based on dols 121 per metric

2/ USAID requests $35.0 milifen in Title I to
available for private sector initiatives.
miliion in FY89, USAID requests 3$30.0 million in Title I and 35.0 aiilien in
P.L. 480 Title II Section 206.

3/ includes ocean freight costs

4/ estimated rice tonnage to be provided under this orogram

ton ser State 386498 dtd 12/12/87.

ensure sufficient support will be
Failing the availability of 335.0



FY 1990 ANNUAL BUDGET- SUBMISSION
TABLE XIIX

PL 480 TITLE II

1. Country PHILIPPINES
Sponsor's Mame - CATHOLIC RELIEF SERVICES (CRS)

A. Maternal and Child Health........... Total Recipieants _ 450,000~

No. of Recipients {Thousands)
by Commodity Name of Commodity XGS DOLLAZS
456,00 Corn Soy Milk(CS5M} 9, 828 . 2,844
450,000 Non Fat Dry Miilk(NFDi) 3. 828. 1,281,

¥

- \

Total MCH_ s 19,636 3,725
B. School Feeding..........c<cuv.vve....Total Recipients
No. &f Recipieats (Thousands)
by Commodity Name of Commodity RS DOLLARS

" Tocal School Feeding

C. Other Child Feeding......eceeeeve-....Total Recipienrs_ #0C, 3200

No. of Regipients. (Thousands)
by Commodity Name of Commodity KGS J0LLARS
430,000 ° Corn 3ov Milk(CSM) 5,328 1,738
406,000 ___ Nor Fat Drv Milk{JrdM) 8,726 _ 951 .
Total Other Child Feeding 22,28~ ST
D. Food for Work.......... cesassaseens..lotal Recipients_ 23 300
No, of Recipiencé {Thousands)
by Commadity Name of Commodity £GS DCLLARS
25,000 Bulgur wheat {3W) 2,272 YA
Total Tood for Work ) 2,272 - &3 .

E,. Other (Specify) ..cccceemcccecacu----Total Recipients

No. of Recipients

: {Thousands)
by Commodity Name of Commodity XGS DOLLARS
Toral Qther

IT_ Spoasor’s Name CRS/Philippines




FY 1990 ANNUAL BUDGET- SUBMISSION
TABLE XIlI

PL 480 TITLE II

1. Country PHILIPPINES
Sponsor's Name COCPERATIVE FOR AMERICAN RELIEF ZVERYWHERE (CARE)

A. Maternal and Child Health........... Total Recipients _623,000

No. of Recipients {Thousands)
by Commoditvy Name of Commodity KGS DOLLARS
523,000 Nen Fat Dry Milk{NFDIM) 16,308 1.794
Total MCH 16,308 L, 794

s

B. School Feeding..............u........Total Recipients_1, 630,000

No. 4f Recipients 7 ‘__(Thousands)
by Commodity Name of Commodity KRGS DOLLARS
500,000 511 Purpose Flour(&PF) 4 868 1,110
1,190,000 Bulgur Wheat (BW) 7,854 1,331
1,19¢, 0C0 Non Fat Dry Milk(NFDM) 5,891 648
Total School Feeding 18,513 3,289

C. QOther Child Feeding..................Total Recipients

No. of Recipients (Thousands)
by Commoditvy Namwe of Commodity XG5 DOLLARS

Total QOther Child Feeding

D, Food for Work...e-ccv... e et ceanns Total Recipients
Yo. of Recipients {Thousands)
by Commodity Name of Commodity XGS DOLLARS

Total Food for Work

E. QOther (Specify) MONETIZATION .. Total Recipients
No. of Recipients (Thousands)
by Commodity Name of Commedity XGS DOLLARS
Buik wheat 8.000 1,032
Toral Other 8,000 1,032

IT..Spouscr’s Name CSRE/Philippines




MISSION PRIVATIZATION PLAN

A. THE PRCBLEM

The movement of the Philippines from a germerally private sectaor-criented
economy toward a mixed economy with a growing and inefficient public corporate
sector gained impetus as long as fifteen years ago. 0Ouring the 1970s neither
the donors nor the international financial community gave due attention to the
trend toward ever greater public sector domination of industry and large-scale
service sector businesses such as airlines and banking. However, the
subseguent emergence of "crony-capitalism"--private monopolies leveraged with
public funds-—cCaught the attention and interest of the world financial
community and signalled the extent of the structural charge in the Philipoine
business sector. As the complex architecture of crony capitalism was
gradually revealed during the waning years of the Marcos acministraticn, the
full extent of the govermment's awnership and involvement in industry and
business became increasingly clear.

The government owned the only airline, banks, steel mills, cement
corporations, mining corporations, shipping lines, oil corporations,
refineries, urban bus companies and trucking fims. On top of this mass of
chartared public business, the govermment's domination of financial and
capital markets, as well as the liberal use of soversign guarantees to shors
up private credits, had given the Philippine government =nomous sxcosure :9
the nominally private businesses operated by the cronies. When the weaknesses
in the financial structurs of the Philippines were dramatically exoccsed during
the crisis of confidence following the assassination of 3enigne Aguino in
1983, the reality of this massive goverrment exposure tgo orivate “imms Secame
clear. OQOver the next three years an increasing number of —~rony and other
fims failed to meet their debt obligations. Many owners walked away from
their companies with little regret, having made their profiis in the
mobilization and procurement phases of projects, leveraged with jublic funds.
Others skillfully stripped their assets, undetected by the inexperienced and
aften unconcerned public sector bankers who held their paper.

As the defaults to the goverrment banks cascaded, with single company
defaults triggering the collapse of holding companies and ccroorate snells tc
which many of the goverrment loans had been extended, the size 27 tre 2uplic
sector portfolioc grew apace. Today, the public sector, chartaresg and
acguired, =2ats a quartar of the national budget. Fresident 3iguine anc er
aconomic cabinet officers have gqiven nigh oriority to sivestiture and
srivatizatian.

This priority nas been underscored by the domor communiiy. The IBRDC nas
required divestiture and restructuring plans for public financial corporations
and “or non-financial (industrial and service; companies 5s 5 conditlon for
orogram loans. WUSAID nas tied food aid to privatization conoiticns In the
agricultural and food processing areas. These 2fforts nave ceen relatively
well-received by the economic technocrats of the GOP #nc share :the Joncrs'
sense 2f urgency in stanching the budgetary sleeding of the publiic zcroerate
accounts and in restoring leadership o the private sectar in mcst ingustrial
and coroorate activity.
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Before examining the specifics of privatization in the Philippires, it is
useful to consider the overall financial magnitude of the issue. The GOP's
budget deficit for 1986 was an estimated $1.4 billion, or around 4.7 percent
of GNP, caused in large part by govermment expenditures in the form of
subsidies, net lending and equity contributions to chartered public
corporations, and by debt servicing for the three largest goverrment financial
institutions. In 1986, GOP eguity contributions and net lending to public
enterprises amounted to 27.7 billion pesos, or 26 percent of total budgetary
expenditures. Outlays to the govermment finmancial institutions absorbed 58
percent of this assistance. To reduce this burden and %o reverse the statist
policies of the previous administration, the present admlnlstratlon must
divest itself of three classes of assets.

1. Onhartered Public Corporations (Non-Financial):  The pravious
Administration pursued interventlonist policies which led to the establishment
of inmefficient and heavily subsidized parastatals, most in direct competition
with the private sector. The fommation of public sector companies expanded
rapidly in the 1970s and early 1980s, quadrupling from 65 in 1970 to 264 in
1386. A core of 14 very large chartered corporations constitute about half of
total public corporation assets, and 74 smaller corporations and 174 :
whnolly-owned subsidiaries make up the remainder. These antities rarge from
the Philippine National 0il Company (PNOC) and PRilippine Airlines to a
varisty of corporate subsidiaries in transport, trade and manufacturing. In
terms of gross value added (GVA), this sector grew faster than the economy
between 1975 and 1984, growing by 24.6 percent per annum compared to 14.1
percent for Gross Domestic Product (GOP). However, the contribution of this
sector to total employment has been insignificant. In 1984, employment in
public enterprises accounted for less than one percent of total employment.

2. Chartersad Public Corporations (Finmancial): Policies of the prsvious
govermment perpetuated an over-reliance 1n the economy on tank borrowing to
finarce medium- tc long-term capital reguirements. The volatility of the
Philippine econamy over the past five years caused many companies to default
on their loans to the govermment financial instituticns, which then acguired
assets through the conversion of loans to egquity. In most instamces the
financial obligation to the banks exceeds the value of the assets. To avoid
decapitalizing the govermment financial institutions the govermment has had to
provide them with massive finamcial swport from the btudget. There is an
urgent need for the government to relieve itself of this financial burden, zand
ta aventually divest itself of finmancial imstitutions such as the Cevelopment
3ank of the Philippines (DBP), Philippine National Bank (PNB), the Land Bank,
the Philippine Export and Forsign Loan Guarantze Zorporation (FEFLGC), and
numerous insurance and special purpose fimancial fimms, because of their drain
an the budget.

Both 08F and PNB have undergone financial restructuring as part of the
conditionality attacned by the IBRD to its Economic Reccvery Program loan (see
Section C.1). an obligation basis, net lending to DBP is sxpected to
decrease from 7 6 billion pesos ($371 M) in 1986 to a projected 5.7 billion
pesas (5278 M) in 1987. Net lending and equity investments for PNB are
projected to drop from 11.0 billien pesos (3537 M) in 1986 to 2.8 zillion
pesos ($137 M) in 1987.
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3. Acguired Assets: Goverrment financial institutions acquired rnundreds
of assets in the form of private companies that defaulted on their lnans. The
case for divesting these assets has been evident to the domestic and
international financial community for many years. The previous IMF Stand-by
Agreement with the GOP sought to force a measure of financial discipline on
OBP and PNB. The key ecanomic team members in the new Administration's
Cabiret know that privatization is imperative and have arrived at a mechanisa
to undertake this task, as discussed in Section B below.

B. GOP APFROACH TO PRIVATIZATION

After several ad hoc attempts to privatize individual antities, the Aguirno
administration issued Proclamations 50 and 50-A in December 1986, formally
launching a program for the expeditious disposition and privatizaticn of
certain goverrment corporations and/or assets thereof. Proclamaticn Ne. 50
created the Committee on Privatization (COP) and the Asset Privatization Trust
(APT) and 50-A, issued shortly thereafter, refined the requirements of the
original Proclamation (to the satisfacfion of the IBRD).

The COP is a Cabiret-level committee tasked with identifying for the
President those non-performing assets and goverrment corporations to be
orivatized, detemining which assets will be transferred to the APT,
establishing guidelines for privatization, and approving the sale ard
disposition of assets.

The APT was cr2ated to serve as the disposal unit in the process, w»ith
five full-time trustees from the private sector. The APT will focus primarily
on the icquired assets of PNB and DBP and the govermment-owned corcorations or
parastatals. Operating guidelines for the APT have been finalizec and issued.
These guidelines address: the transfer of non-performing assets to the Trust;
nriorities for asset disposal; policies on conservation, rehabilitation,
restructuring, mergers and other reorganizations; the choice a7 markets far
disposition; valuation; sales methods; sale to previous owners; and ccerations
and administration. The guidelimes for the dispesal of goverrment
cormporations have alsc been issued.

C. OTHER DONOR PLANS

1. The World Bank (IBRD): The IBRD nas 2een a vital force in oromoti
srivatization in the Philippirmes. It conditiorea its $31C niilion Zconomic
Recovery Loan on reforms in the governmment financial institutiocns, incluairg
zhe astablishment of a mechanism for the privatizatior of acquireg assets a
the restructuring of the DBP and PNB. In addition, the IBRC arc the 3P nave
reached agreement on a $150 million Public Corporate Sector Rationalization
loan, to privatize selected non-financial govermment corporaticns ana ircrease
the operating efficiency of the remaining public corporations. The BRD is
requiring Philippine Joverrment agreement on the structure and impismentation
of the rationalization effort as a precondition to both the 2uplic Zorporate
Sector Loan and the second tranche of the Zconcmic Recovery L2an.
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2. International Finance Corporation (IFC) has committed $12.5 million to
the First Philippire Capital Fund for the purpose of converting part of the
Prilippines' foreign debt into equity investments. This Fund will likely be a
contributor to the privatization process through the purchase of investment in
the acguired and distressed assets of the GFIs. The IFC might also provide
general technical assistamce ta the APT as required by the GOP., In the GOP
execution of specific privatization deals, IFC may provide specialized
technical assistance to potential buyers.

3. Asian Development Bank (ADB): ADB has no plans for significant
near-term lnvalvement inm privatization, but is providing grant technical
assistance for privatization-related studies, ircluding $350,000 for the
development of a privatization strategy for Philippire Airlines. ADB has made
a $500,000 equity infusion to Planters Oevelcpment Bank and is negotiating
opening a $10 million window for direct lending to private corporations
without requiring a govermment guarantes.

0. THE MISSIOCN APPROACH TO PRIVATIZATION

The Mission envisions its major contribution to the privatization process
as assisting the GOP to develop its privatization strategy and implementation
Framework. The Mission's approach adneres to the principlse that the process
of privatization generally and divestiture specifically is a market process
which must be implemented by private sector entities qualified to do sag, i.e.,
crivate investment/merchant banks, accounting and consulting engineering
fimms, lawyers, etc. This approach sets us apart from the multilateral
development banks {MDBs} who have indicated a willingness to provide financial
and technical resources to review, classify and selectively rehabilitate
assets before their disposal or leverage the sale itself.

£. SPECIFIC ACTIONS

The initial thrust of the Mission's privatization plan has been to act as
a catalyst to focus the GOP's policy makers on the need to divest the
government of non-perfoming and public corporate assets in an expeditious but
arderly manner. The Mission has identified short- and long- term targets of
opportunity for assisting the privatizaticn process in the ~hilippines, as
presented below.

1. Short-Term Privatization Assistamce

a. Accomplishments to Date

1) Studies: Initially, the Mission funded several studies on the
public corporate sector in the Philippines, which were used by the IBRD in its
appraisals Tor the economic recovery and public corporate sector loams.
Subsequently, the Mission used the PRE Bureau contract with the Center for
Privatization for a key study performed by the First Boston Corporation
entitled "Recommendaticons on the Privatization Program for the Reputlic of the
Milippines."” This study provided significant irmput to the GOP's decision not
to undertake a massive physical and financial rehabilitation of assets prior
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to their sale because costs incurred would probably not De recayvered. The
study further stressed the importance of centralization, simplicity,
flexibility and speed for the GOP to succeed in privatization.

2) Privatization Conferemce: An internmational conferemce callsd
"Philippine Opportunities for Entrepreneurs and Investors (PHOENIX),"™ focusing
on the divestiture of goverrment corporations, was held in December 1986. The
Conference was hosted by the Presidential Commission on Goverrment
Reorganization (PCR) and involved key GOP of ficials in a presentation of
investment policies and opportunities. This conference representad the
launching of the GOP's privatization program and the first in a serias of
marketing activities to generate interest in the assets being privatized by
the GOP. The Mission deemed this an excellent opportunity for AID to ke
publicly associated with GOP privatization efforts and received the assistarce
of the PRE Bureau to financially support this confererce. AA/PRE Nezl Paden
attended the conference and was featured as a speaker, and PRE recruited and
finarced several individuals skilled in asset evaluation techniques who led
and particinated in a panel discussion on this topic.

3) Natiomal Food Authority (NFA): Since the Mission's
development thrust is agriculture and rural development, special smphasis is
beirg given by the Migsion to the privatization of govermment agribxsiness ard
agri-marketing fims such as the National Food Authority (NFA) and commodity
marketing fimms such as the Philippine Cotton (PCC), Dairy (PDC) and Tobacco
(PTC) Corporations. The fommer Minister of Agriculture fommally requested
agdvisory services to establish a framework for the divestiture of the NFA, A
review of the NFA non-grain business operations was made, their commercial
viability assessed, net worth and fair prices ramges were established ard an
action plan for divestment developed and recommended. The study's
recommendations have been well received by the new Secretary of Agriculture.

The Philippine Cotton Corporation is being orivatized py &
Government's Asset Privatization Trust; bidding for PCC's assets was recently
completed. The privatization of the Philigpine Dairy Corporaticr has been
apprcved by the Department of Agriculture, and bidding for PGC assets is
currently in process.

0. Planned Advisory Services

The Secretary of Agriculture has requestec that the “4ission “urd
assessments similar to the WA study for the Philippine Jotion ang Jaily
Corporations. The Mission has responceg favorably to this recquest, and
axpects to have both U.S.-based and loczl advisory services in slace during 7Y
19838,

2. Lomg-Temm Privatization Assistance

a. Privatization Project (492-0428)

The Privatization Project was authorized by the Mission in May
1988; execution of the Project Grant Agreement #ith the Govermment sf the
Philippines is anticipated in early June 1988, The purpose of :this project is
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Eo reduce the privatization policy of the Government of the Philippines by
supporting the GOP's divestiture of salected govermnment owned and controlled
corporations (GOCCs) and acquired assets, thereby improving the GOP's budget
situation.

The project's approach is to assist the govermment to divest
itself of state-owned corporations and acguired assets. The newly created
Asset Privatization Trust and other govermmental disposal units will require
assistance in evaluation, finance packaging, identification of foreign
investors and marketing. The project will provide technical assistarca in the
form of investment banking, accounting, marketing, and technical services for
the following activities: a} evaluation; b) finmarcial packaging; c)
preparation of prospectus; d) presentation of fommal opinions on the
"fairness" of the terms of the sale; e) identification of potential direct and
portfolio investors, particularly direct foreign investors for the larger
entities to be privatized; f) assistance in negotiations with prospective
investors; and g) issuing shares of state—owned companies in the public
securities exchanges.

e

b. Philippine Agribusiness Industrial and Investment Company (PAIICO)

The purpose of this planred FY 1989 project is to mobilize private
term capital for investment in fimms slated for privatizationm, for
fimancially-distressed privately-held fimms, and for new and existing
agro-industrial enterprises.

The project will provide technical assistarce for the start-up and
partial capitalization (on a subcordinated debt basis) of PAIICO. PAIICG will
pravide investment capital for agricultural projects with high return
potential, and will-act g5 an intermediary/broker in obtaining investorss
duyers to provide new capital and managerial expertise in ™urning around"
existing financially-distressed businesses. PAIICO could alsc act as a
orircipal in the purchases of such businesses, "turning them arocund® and then
orofitably reselling them.

_¢. Capital Markets Development

This planred FY 1989 project will assist appropriate government
and private sector entities to stremgthen the capacity of the Philippine
capital market to mobilize orivate temm capital and emcourage an ircrease in
the supply of securities. Expected project outputs include proposals for
revised legislation and regulations submitted to Corgress, an improved
Securities and Exchamge Commission serving in both developmental and
regulatory capacities, and more efficiently operating stack exchanges.

d. Venture Capital

The purpase of this preposed FY 1989 project is to mobilize equity
risk zapital for newly-established small to medium sized enterprises in
high~-growth areas. The project will provide partial capitalization on a
subordinated debt basis for a venture capital fund sstablished by a U.S.-based
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venture capital fim. The fund would be organized like a closed-end mutual
fund, with its equity privately placed. Other capital sources would irclude
multilateral development banks as well as private Philippine financial and
nonf inancial firmms. The fund would invest in small and medium sized
Philippine companies with emphases on technology transfer, labor-intensive
export-oriented marketing, agribusiness, asset privatization and the "turn
around™ of distressed assets.

e. Accelerated Agricultural Production (AAP) Project

The Mission plans to assist the GOP to undertake privatization
activities related to agriculture througn the Market Dewvelopment Component of
the AAP project, signed in August 1986. Current discussions with the
Department of Agriculture center on the provision of technical assistarce for
the privatization of seven NFA peripherals ard four GOCCs.

3. Resource Allocation

a. Privatization i

A fundimg level of $5 milllion is planned. This project comprised
one of the two components of the Mission's Finpancial Resources Mgbilization
Pro ject, authorized in AID/W in 1987. The FRM Project did not go forward as
negotiations with the GOP broke down over the capital market development *
component. Project activities are expected to commence in late FY 15988,
Project-swported privatization activities would be urdertaken gver five
years, FYs 1988-1992.

bh. PAIICO

Propased LOP funding for this project is $4,000,000, w»ith $1.0
million expected to be aobligated in FY 1989,

c. Capital Markets Development

A funding level of 34,000,000 is planned for this aroject.
Anticipated FY 1989 obligation is $1.5 million.

d. Venture Capital

Life of project funding for the planned Venture Zapital Project is
$6,000,000. The expected FY 1989 obligation is $2.0 million.

e. Accelerated Agricultural Production (AAP)

. $470,000 has heen budgeted to suwpport privatization activities
under AAP. Current a2stimates are for 24 person-months of technical
assistance. The project's PACD is December 31, 1991; however, the
orivatization activities the project will support are likely to be comoleted
in FY 1989.




MICRO AND SMALL ENTERPRISE PROGRAMS
.5, DOLLARS THOUSAND

PROJECT ASSISTANCE (OBLIGATIONS)l/ FY 87 FY 88 FY 89 FY 80
ACTOAC EST. EST.
1. .ESF Dollar Obligations 0 0 0 0

Il. DA Dollar Obligations
A. Far Micro-enterprises

1. For Credit 412 450 750 1,550
2. For T.A./Training 602 1,550 150 350
B, For Small Enterprises
1. For Credit e 1,500 3,000
2. For T.A./Training 8, 000
€. For Small Farmers
1. For Credit 305 1,517 800 1, 600
2. For T.A./Training : . 645 2,119 1,200 2,200
NON-PROJECT ASSISTANCE (DISBURSEMENTS)1/
I. From ESF Generations 0 0
A. For Small Farmers .
1. For Credit 8,000 12,000
2. For T.A./Training 4,000 6, 000
II. From DA Generations : 0 0 0 0
[II. From PL480 Generations 0 0 0 Q

1/ As in our previous response, we have used the AID terms “obligations and
"disbursements" where the instruction cable speaks of "commitments" and
“expenditures," respectively. .





