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INTRODUCTION

This document, the Development Agsistance Program for the
Philippines, is a formal presentation of a concept of and plan for
development which have evolved during the past three-four years, In
that sense, the DAP has been in process of preparation for a long
time. It presents U.S, Mission views on the rationale for U.S5. eco~
nomic asisistance and the strategy and programs which that rationale
dictates. The validity of these views will be tested by the results
achieved: benefits delivered to the least advantaged segments of
the Phil:ppine population during the coming years.

In our view the rationale is straightforward and clear: it is
in our owvm interest as well as in the interest of the Philippine
people ttat the economic and material conditions of life of the
majority of Filipinos be improved; and accomplishment of that im-
provement requires not only tremendous effort by the Philippine
Government and people but subtantial assistance from external donors,
including ourselves.

The strategy which we have presented has been formulated in
careful csllaboration with the Philippine Government. It is an
integral »art of the total package of external development assistance
which is coordinated through the IBRD-chaired Consultative Group.
Consisten: with our Congressional mandate it is a strategy which puts
people, particularly poor people, at the center of our intentions and
efforts.

Accordingly, our programs are designed to deliver lasting benefits
directly to substantial numbers of the rural poor. To optimize benefits,
thegse pr-grams are concentrated in only three sectors: Population/
Family Planning, Nutrition and Rural Development.

We believe that with continuation of the current will for develop~
ment and effective use of proposed resources, the Philippines can
achieve major progress during the coming years in improving the living
conditions of its people,



The Philippines:

A Country Profile

Area
297,000 km 2

Population

41.5 million (mid-1974)
Rate of growth: 3.0% (estimated
from 1960-1974)

Gross National Product, 1973

GNP (million US $) $10,490
GNP per capita $ 250
Ewployment, 1973
Labor force (millions) 13,9
Unemployment rate (%) 4.5
Education
Literacy rate (%) B3 (1970)
Primary school enrollment

ratio (%) 112 (1971)

Health, 1972

Infant mortality (per 1,000
live births)

Life expectancy at birth
{years) 59
Population per physician 3,000
Population per hospital bed 300

65 b/

Access to Electric Service, 1973

% of population 0%

Transportation, 1973
2
Kms per km of land area

Philippines .24
Manila 20.7
Persons per km. 500

Hectares of cultivated
land per km of feeder
road 470

Density
140 per km 2

Population Characteristics, 1970

Crude birth rate (per 1,000)
Crude death rate (per 1,000)
Total fertility rate
Dependency ratio (%)

% Rural

Income Distribution, 1971

% of national income, highest quintile
fourth quintile
third quintile
second quintile
lowest quintile

Nutrition, 1970

% sufficiency of daily per capita
consumption to recommended dietary
allowances, Calories

Protein, grams

Fat, grams

Access to Potable Water, 1973

% of population

Communications, 1973

Persons per telephone

41.4
11.4

87 af
68

847
93%
73%

45%

100

a/ Ratio of population from 0-14 years and
65 years and over to population from

15=64 years.

b/ No. of deaths under 1 year per 1,000

live births.



THE DEVELOPMENT STRATEGY

THE GOALS

The nited States has an interest in the economic well-being of the
Philippines, This interest is in part sentimental. The Philippines wvas
formerly 4 colony of the United States and is now our cldest ally in Asfa.
As a nation, we have & great affection for the Filipino people, who have
reciprocated by considering themselves close and dependable friends of the
United Stittes.

Over and above sentiment, however, {t is in our interest for pragmatic
reasons that the Philippines should be financially viable, that its economy
should be robust, and that its people should be prosperous, Moreover, it
is in our interest, as well as the interest of the Philippines itself, that
the prosperity should be shared equitably and with social justice by all
Filipinos,

If it were otherwise, the Philippines could become either a heavy
drain on American resources required to sustain it, or else a vulnerable
weak spot in Southeast Asia which would invite external subversion, inter-
nal revolt and general instability. If either of these unhappy situations
were to eventuste, it is predictable that the United States would be drawn
into sn unpleasant, costly, and eventually hopeless involvement which would
have disruptive consequences both internationally and domestically.

THE PROBLEMS

There:iore, the United States should study the economic problems cone-
fronting the Philippines, have 2 clear understanding of what is required
to cope successfully with them, and make a careful calculation of what
contribution we should make to that effort, We need not do this in a
vacuum, because the Philippine Government has taken a vigorous lead in
addressing the sfitustion {tgelf and many other authorities, notably the
Japanese Government and the international lending organizations are pre-
pared to do their share,

The economic problems of the Philippines can be stated in fairly con~
crete terms, They involve the pressure of population on developed re-
sources and the need for restructuring a traditional and dualistic society
wvhich has been overtaken by vast technological and, to a lesser extent,
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social change. The population of the Philippines, when it regained its
independence in 1946, was approximately 28 million. In 1974, it is about
42 million and an estimated one-third of these are malnourished or are re-
ceiving diets considerably below standard. At current growth rates, the
population would exceed 85 million in the year 2000. This means that, in
the next 26 years, the Philippines wust feed an average of more than 1.5
million additional people each year. ' It also means that work must be found
for 600,000 or 700,000 new job-seekers each year.

These factors make it clear that the Philippines must run fast merely
to stay even with itself. But, unhappily, there is very little running room
left in the Philippines., While estimates of the amount of arable land not
under cultivation vary, signs of .the closure of the land frontier for Philip-
pine development are apparent. Therefore, solutions to Philippine economic
problems have to be found mot in extensive agricultural techniques but rather
in increased agricultural productivity and diversification and geographically
dispersed and greatly increased non-agricultural employment.

Given the nature of the development problems facing the Philippines,
there is a consensus generally shared by most observers, both Filipino and
foreign, on the manner in which development problems should be addressed.
From this consensus, a program has been fashioned, although not always co-
herently articulated. It is considered useful, at the outset of this De-
velopment Assistance Program paper to state the concept of this program
concisely and specifically, Essentially, it consists of six dominant lines
of action, all of which must be pursued simultaneously.

THE SOLUTIONS

1. The first, and mos:t critical, line of action concerns the reduction
of rapid population growth, through the provision of family planning Se&r-
V!Eﬂﬁ'ﬁﬁa-afﬁz?-ﬁgzgé;zg'designed to generate greater social support for
lowered fertility. The Philippine Government is activelv pursuing this line
of action through the establishment of clinic services, information and out-
reach motivational activities, non-clinical and expanded commercial distri-
bution of contraceptives and the integration of population/family planning
objectives in other development efforts such as health education, provincial
planning and local government. Improved nutrition efforts also have a close
relationship to the success of the family planning program. Since the cur-
rent rate of population growth in the Philippines is caliculated at about 37
per annum, family planning will require constant and leng-term attention,
particularly in the countryside, if it is to succeed.

2, The second, and perhaps equally complex, line of action concerns
reformati he agrariap order through measures designed to increase the
production of food crops, export crops and other agricultural produce and
to assure that the benefit of the increase accrues to the swmall scale pro-
ducer. These measures include the distribution of land to tenant farmers
on rice and corn lands, the provision of banking credit to farmers on
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favorable terms, the introduction of new seed varieties, fertilizers,
pesticides and other improved agriculturel techniques, the elaboration
of agribusiness ties between town and country, the establishment of co-
operatives for storing and marketing crops, the construction of irriga-
tion projects, feeder roads, and other infrastructure, the dispersion of
non-agricultural sources of employment more widely into the countryside,
as well as a general educational improvement of farmers and homemakers
through extension services.

3. As a complement to these first two lines of effort, a major pro-
gram ia being evolved to disperse 1i§ht industry and cottage industry into
the countryside, This program has for one of its major purposes the absorp-
tion of the growing rural population into productive non-agricultural
enterprise., In this way, it is hoped to feorestall two traditional trends
of the development process, i.e., the uneconomic subdivision of the tillable
land and the large scale internal migration of ill-equipped rural dwellers
to urban areas ill prepared to absorb them. The key steps in this line of
action involve provincial level infrastructural development, including a

program of rural electrification, designed on a nationwide basis to make
rural industry, as well as agriculture, more efficient and feasible.

4, Tae fourth line of action is the development of basic inf uc-
ture such as trunk roads, flood control prﬂﬁm%
electric generation projects (hydro, thermal, nuclear, &nd geothermal),
railroad, jort, and bridge construction, and all the other capital inten-
sive work which has been traditionally associated with the industrial de-

velopment process.

5. The fifth line of action is the expansion of basic industries,
especially those which can prepare and fabricate the raw materials which
are curren:ly produced in country but exported elsewhere for the more ad-
vanced phases of refining and processing. Ancillary to this expansion is

the expans:ion of consumer product and service industries, to cope both with
the increase in population and the expected rise in the standards of living.

6. The final line of action attempts to increase wm_u\?&e
developmeni. process. The focus is on the more effective marshalling an
use of humin, organizational and financial resources for development pur-

poses, largely through decentralization of planning and implementation
functions clown to the regilonal, provincial and, ultimately, barrio levels.

These six lines of action constitute a coherent plan for dealing with
the main economic and sccial problems of the Philippines. Despite the
long existence of the problems, the planned approach is rather recent in
origin., It has yet to be statistically refined to the point that particu-
lar goals (e.g., in population, GNP, per capita income) can be established
accurately against defined periods of time, These will doubtless materialize
in due course, But both internal and external development managers will have
to exercise great caution to be reasonably certain such goals are realistic
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as far as their potential achievement is concerned at one end and, in
terms of their adequacy in terms of needs and expectations at the other,

At the current moment, with the world economy, international trade,
and commodity prices in a state of extreme flux, it would be imprudent for
the Philippines to attempt to calculate with precision just how many amd
what resources it can bring to bear on its development programs in any
but the near term. Nevertheless, medium and long term strategies and basic
goals have been broadly defined and generally accepted. They will need to
be continuocusly refined and sharpemed. Multi-year development plans are G
form:lated and revised approximately every other year and fumction as
guidelines for selection of activities and for resource aliocatioms.
For the time being, therefore, progress is being made pragmatically,
keeping all six major lines of action open with the resources tangibly
available or foreseen.

o

1f and when the world econowy settles into more predictable patterns,
effort should be made to set quantifiable goals to be achieved at specified
intervals of time, probably aimed at an ultimate achievement point which
would be coterminous with realization of a relatively stabilized populatiom
size, at minimum a 25-year plamming horizon. Within the context of these
uncertainties, medium and short-rauge goals need to be formulated centered
on per capita income targets for the poorest elements of the population
and on related measures such as food consumption and availability of a
range of social services. The time required for achievement of these goals
will, to a large extent, be a function of the levels of resources devoted
to them and the effectiveness of program implementatiom.

THE RESQURCES

In broad terms, at current dollar values, the Philippines is looking
in this decade towards public and private investment of well over two billion
dollars a year in economic development activities. Much of the required in=-
vestment will continue to be borne by the private sector as well as financed
by domestic savings. Public investment, however, is expected to expand
rapidly, increasing its share in total investment from a current lLevel of
12 percent to 18-20 percent by the end of the decade, Beyond this decade
much scope will continue to exist for increasing public investment. The
projected share of the government in totel investment by 1980 is half of
that of Taiwan in 1973,

Based on its recent balance-of-payments projections for the Philippine
economy, the IBRD has concluded that about $1,2 billion in external capital
per annum is needed currently in order to sustain import growth consistent
with investment requirements, and to provide for amortization of external
debt and other capital outflows. If inflationary pressures continue beyond
projected levels this figure could easily exceed $1.2 billion.

Partially due to a comfortable reserve position, Philippine credit
ratings both in terms of government borrowing and of nrivate industrial
borrowing, are high and therefore loans are availabie for the various lines
of action encompassed in the development program from international lending
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institutions and from private banks. The current debt service ratio of
Philippine obligations against current foreign exchange earnings is about
15%, vhich means that loans currently being serviced or contemplated are
manageable, However, with international credit being as tight as it cur=-
rently is, there are definite limits to the amounts which can be expected
to be acquired through these means in the near future.

There fore, if its development program is to be carried through success-
fully, the Philippines will need funds on concessional terms on & bilateral
basis from friendly governments and from the internatiomal lending sgencies.
In recent years, since the establishment of the Comsultative Group for the
Philippines which meets annually, usually in Paris, several domor nations,
led by the United States and Japan, have contributed regularly to various
aspects >f the development program, partly through grant aid, but mostly
through :oncessional loans. '

If the external assistance to the Philippines is to be further ration-

" alized and placed in better relationship to the lines of action being pur~

sued in the development program, it ought to be possible to allocate certain
areas of concern to the various sources of both internally generated and
externaliy supplied funds. It also ought to be possible to make some rough
division between those elements of the economy which will be fomented pri-
marily by the private sector and those which will require Government stimu-
lation, leadership or investment.

In general, the formation and expansion of basic industries can be
left to the private sector. The funding for these enterprises can come
in part from private domestic savings and in part through private borrowing
from foreign banks or through private foreign investment. Government may
have somt: association with the process through the development of tax or
other incentives, through loan guarantees, or through the functioming of
export=import banks.

Basic infrastructure, on the other hand, should clearly be a govern-
mental responsibility. Primary resources for basic infrastructure should,
and do, come from the national budget. As far as external resource re-
quirements are concerned, it would appear that international lending in~
stitutions, such as the IBRD and the ADB, are best equipped to supply them.
Some foreign governments, such as the Japanese, also seem to prefer chan-
neling their assistance to iunfrastructure projects of major dimensions,
This should be encouraged and reinforced by greater technical assistance
and use of feasibility studies to identify and formulate important infrae-
structure projects.

It is in the other four lines of action that the problems are wmost
complex...Population/family planning, agrarian reform, rural industry and
infrastructuire {including institutions) and broadened participation in the
processes of development, These "people-intensive” programs depend more
upon adrcit execution than they do upon massive infusions of funds. Never=-
theless, a very necessary part of the art is to learn and know just vhere
funds shculd be spent and how they should be directed. The costs of these
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four lines of action may be significantly less, over the years, than the
costs of the other two and immediate payoffs are likely to be more obvious.
In any case, if the Philippines is to solve its basic economic problems,

it must succeed in effectively resolving these lines, or all the "successes”
in the other fields may not be sustainable or particularly meaningful to
individuals, .

IMPLEMENTATION APPROACHES

This development imperative forms the basic rationale for the U.S.
development assistance strategy. Ithis strategy in turn is based on the
Prilippine development strategy which proposes to move the country's
economic system from the narrow participation and unbalanced growth of
the past to the broad participation and balanced development of which it
is capable in the future.; This move eequires, among other things, that the
Philippines seek to mobilize the rural sector in a balanced, persistent
and sustained fashion, and permit the expansion of the industrial sector
into the rural areas. i(his strategy is required so that the rural economy
can hold its people in productive employment, absorb a substantial propor=-
tion of the inevitable increments in population and generate the rural
surpluses of which it is capable and which are needed by the rest of the
economy. The large, regionally diversified rural sector must be mobilized
in terms of the accelerated growth of both agricultural and non-~agricultural
employment and output-creating activities over a widely dispersed area of
the Philippines.

Close to seventy percent of the Philippine population (who are the
major long-term beneficiaries of the AID assistance program in the
Philippines) reside in the rural areas., It is in these areas that poverty
within the Philippines is the greatest., Twelve of the fifteen wmillion
Filipinos who fell in the lower 40 percent income distribution bracket in
1971 resided in rural areas. Within these areas there are considerable
regiona) varlations in income levels and poverty. In terms of total numbers
of people, poverty is most serious in Southern Tagalog, Eastern Visayas and
Southwest Mindanao, but in terms of the incidence of poverty in the popula-
tion, Ilocos, Cagayan Valley, Bicel and Eastern Visayas stand out.

By emphasizing rural development, including integrated area develop-
ment where appropriate, the Government hopes to make some DPYOETESE in re-~
aucIng these inequalities in regional living standards and in improving
the opportunities for economic and social advancement, Some of the large,
capital-~intensive projects that may start later this decade with IBRD, ADB
and Japanese assistance, combined with AID rural development achievements,
could provide new growth poles, In the past decade, the Central Luzone
Southern Tagalog reglons and Mindanao have been the two main growth poles and
they now account for a large share of the nation's output. Because the Greak-
er Mamila area and Mindanao each appeared to present greater access to oppore
tunities for economic advancement, they attracted large numbers of people
from other parts of the country, particularly the Visayas and Bicol regiomns.

w8
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Over the past decade sbout 1.3 million people have moved out cf the
Visayas «ind the Bicol. Perhaps as many as a million went to the Greater
Manila area and s third of a million to-Mindanao « particularly to south=-
west Mindanao. While such a high inter-regional mobility of population

in resporise to economic opportunities may allow for a more efficient ree
source allocation in the long run, it has created formidable social and
economic problems in the near-term. The social costs of the Manila agglo-
meration have been mounting., Despite relatively rapid growth in industrial
capacity and output, the continued flow of rural migrants into Manila has
produced urban wage stagnation in real terms, continued unemployment and
high rates of underemployment. The increased unrest in Muslim Mindanao
underscores the social and political tensiomns generated by the spontaneocus
movement of large numbers of settlers from the Visayas onto apparently
unoccupied land « traditional Muslim land. Solutions to urban poverty and
to the peaceful development of Mindanao are heavily dependent on progress
in dealing with rural poverty, especially in the Visayas and Bicol as well
as other areas,.

The Philippine Govermment policy framework and direction are increasing-
ly in harmony with the lines of action outlined above. Its development pro=
gram is based on the understanding that the Philippine private sector will
continue to exercise responsibility for a major portiom of Philippine econ=-
omic and social development, Private organizations and individuals, both
foreign and domestic, will run an expanding and increasingly complex range
of enterpiises, raise capital and provide technology for the country's de-
velopment. However, a critical and growing role will be played by the '
Philippine public sector. It will have to finance and execute (employing
the privale sector to a large extent) the country's physical infrastructure
program, It will have to conceive, organize and carry out & range of proe
grams to support agricultural and induvstrial production and to strengthen
developmert institutions and it will have to provide a framework of econ~
omic and financial policies appropriate to the country's development needs.

The past five years have produced enormous improvement in the Philippine
Government 's ability to plan and manage the country's development efforts.
One of the most important factors in this improvement centers on the
strengthened commitment of national leadership to the country's ecomomic
and social development and the increased effectiveness with which that
commitment can be translated into intended policies and actioms.

President Marcos and key memberes of his administration are responsible for
a range of policy decisions which have defined national needs, prepared
axpanded development programs and strengthened the economy's capability to
carry out these programs. Philippine Government revenues have increased
almost fifty percent anmually for the past twe years, and developwent spend-
ing increased by over 150 percent in fiscal year 1974, During fiscal years
1975«78 the: Philippine Govermment plans to finance about 80% of its develop-
ment programs from domestic sources and the remaining 20% from foreign
sources, [f comparable progress in raising domestic revenues and zxpands
ing exports could be maintained over the next ten years the foreign share
of Philippine development financing could be expected to decline steadily.
On the other hand, either a precipitous or premature decline in domestic
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effort or foreign inputs in the face of the Philippines demonstrated com-
mitment and absorptive capacity could regult in a serious deterioration of
_the development environment and prospects.

THE DONORS ROLE

The support of foreign govérnments and international development in-
stitutions for Philippine development is expected to rise in the near term
(but at & much slower rate than that of the Philippine Government).

Foreign economic assistanég for the present, provides important and
substantial support to Philippine development. The foreign role is a se-
lective one with areas of concentration worked out within the loose con-
text of the Philippine Consultative Group or bilaterally in accordance
with the needs of the Philippines and the particular interests and capabili-
ties of the individual donors. The Consultative Group is chaired by the
International Bank for Reconstruction and Development which expects to be
providing upwards of $200 million annually in economic assistance to the
Philippines for the next several years. The Bank's areas of primary in-
terest include transportation, power, irrigation and industry. Indications
are that future Bank lending will continue to be concentrated on public in-
frastructure and industry. However, the Bank clearly wishes to provide an
increasing level of gssistance to agriculture and to social sectors such
as populaftbn, health and education. Japan is expected to continue economic
assistance to the Philippines in the $75 to $100 millien annual range for
some years also with an increasing portion in the form of project rather
than commodity type loans. Japanese areas of interest have not been as
well defined as those of other donors, but transportation, power distri-
bution, irrigation and integrated development are likely to be expanding
areas of interest, The Asian Development Bank is expected to provide up~-
wards of $75 million annually to the Philippines for the next five to ten
years for programs in power, irrigation, transpor tation, industrial develop=-
ment, municipal water and regional development, 1It, too, is interested in
providing some assistance to activities geared more directly to social
equity type benefits but some Bank officials frankly admit the difficulty
of achieving this, The United Nations, Germany, Australia, the United
Kingdom, France and other donors are expected to provide another $25 mil-
lion annually over the short term at least in technical and other economic
assistance for activities in virtually every sector of the economy.

The principal focus of the U.S. and the Consultative Group's thinking
about Philippine development has been the period 1975-

Wmﬂers gbout_:__l_:h_e;__ﬂ_imnai
¢ Philippine external sssistance requirement and the_.paiterns the as-
gistance should take over this period, Examination of Philippine require-

mente beyond 1980 has, however, not yet been dome in any systematic way by
either the Philippine Government or the Consultative Group, Much of the
analysis of Philippine needs for this period will depend upon the outcome
of the current effort to spur Philippine development. If this effort is
succeseful, Philippine per capitas income levels will have risen about 25
percent, population growth will have slowed markedly, significant steps to
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reduce rural-urban and regional income inequalities will have been carried
out, a number of key development programs will have acquired momentum of
their own, the country will be comfortably self-sufficient in rice and the
Philippine Government will have sharply increased its resource mobilization
capability., Progreas of this wmagnitude could be expected to permit harden-
ing terms and declining levels of assistance to the Philippines and would
wndoubtedly call for changes in the content of assistance,.

The need for external assistance to the Philippines will, nevertheless,
continue :nto the 1980's. 'The World Bank, the Asisn Development Bank and
the United Nations agencies will almost certainly continue to provide
leadership and economic assistance in support of Philippine development
in these vears. The role of the countries belonging to the Consultative
Group in these years will depend directly on the continuation in these
countries of policies favorable to assistance and specific determinations
about the nature and level of assistance appropriate to the Philippines,
There appear good chances that the interest of Japan in Philippine develop-
ment during this period will be sufficient to cause it to continue its sup-
port in some form.

The U.5. interest in the success of Philippine development efforts
can also te expected to extend into the 1980's. However, the level of U.S.
support or its likely priorities cannot be anticipated at this time. In
1977 or 1978 the Consultative Group will undoubtedly examine comprehensive-
ly Philippine development prospects and requirements for the early 1980's.
Such an eamination would provide a necessary foundation fora review of
U.S. assistance policies toward the Philippines either in the context of
another DAP or elsevhere.

THE U,S, ROLE

Congressional directives define U.S. areas of developmental interest
to include agriculture and rural development, population, nutrition and
education, all focussed on bringing an increasing level of development
benefits to the materielly poorest segments of society, particularly, the
rural poor majority. It is this focus = or more broadly the need to pursue
development in ways that will not only gain high levels of aggregate growth
but, and perhaps more importantly, will also assure a more equitable distri-
bution of the economy's output - that provides the chief motivation and iden-
tifying characteristics of U.S. economic assiatance programs planned for
the next few years. While these programs are expected to be modest in
terms of cver-all external resources, they are intended to have a measurable
and significant impact in terms of the Congressional mandate,

It was from this perspective that the idea of a relatively early phase~
out of U, S, economic assistance was considered. The essential line of the
appraisal respecting possible early phase-out was developed, for the most part,
before the Fall 1973 accentuation of the energy crisis and the mid-1974 goften-
ing of prices for some of the Philippines major export crops, and did not take
into comsideration the actual level of Philippine achievements in those sectors
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critical to self-gsustaining development'which the U.S. has sought to sup-
port. The analysis was built on a few {now larpely dated) factors: Phil-
ippine foreign exchange reserves had been built up to historically high
absolute levels; a positive balance of payments position had been achieved
during the past 2-3 years; per capita income was increasing and in 1973
approximated $250 per year; numerous institutions and trained manpower
were in place; and Taiwan and Korea offered good potential examples of

and experience on which to base a phase-out of AID efforts in the Philip-
pines.

While even the macro-economic situation sugpgested by the above factors
has deteriorated considerably, particularly during the past few months (see
the Economic and Social Overview section), the need to defer consideration
of a phase~out of AID assistance is based primarily on the conclusion that
much still remains to be done to improve the conditions of life of the
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directly tc substantial numbers of the population while simulataneously
creating ar. indigenous capability to adapt, continue and expand the sub-
stance of the activities. These projects are particularly well suited to
the Philippines because of the availability here of & relatively good in-
stitutional. base and a broadly based, trained and trajnable humén resource
pool.

These same factors, combined with the wide use of English and the per-
vagive crous cultural exchange between Philippine and U.S. educational and
scientific institutions and ataff augur well for expanded and lasting re-
lationshipin. Such institutions seem particuarly well-suited for increased
flows of tuchnology and technological training at both government and pri-
vate levely. Other innovative approaches to technology transfer also need
to bs developed.

The U.S. programs will continue to be planned and iwmplemented in the
closest collaboration with the Philippine Government. They will function
in support only of those programs to which the Government assigns highest
priority aad commits required resources. Our role remains distinctly
secondary to that of the Government yet critical in terms of the skills
and "risk capital” invested in programs both new to the Government and es-
sential to development. The capital inputs of U.5. economic assistance
programs planned during the next few years are quite small in terms of
Fhilippine total capital needs. Yet they are critical in terms of testing
and gaining establishment of innovative programs needed to deliver real
benefits to major portions of the population.

Similsrly, the number of American personnel (say 130-200 and divided
equally betwesen U.S. government and contractors) needed to assist in formu-
lating and mounting these programs and getting them established as major
Government or government-supported ventures, is insignificant in terms of
Philippine skill and talent avajlabilities. Yet, these people are genuine-
ly essential not only to oversee and manage U.5. Government inputs but as
instruments for communicating the fundamental concepts underlying the
results - oriented programs we will be assisting.

In tke Philippines then, it happens, not by chance, that the most
critical areas of Philippine development requiring external assistance,
technical and financial, are the same areas which are the focus of current
U.S. legislative authority for A,I.D,-population and health, food and
nutrition and rural development. Consequently, these are the areas which
comoand current attention by the United States in its address to the needs
for agsistiance to the Philippines and the modes by which assistance can be
made to have optimum impact.

This assistance is being provided to a society which is characterized
by a: relatively advanced position in regard to the status of women in it.
In observing the role of women in the Philippines numerous examples of
women successful and prominent in the professions, in business, in govern-
ment services, in politics and in civic, soclal, educational and religious
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positions can be cited. The status of such achievers in the family, com-
munity and in the nation is high and compares favorably with the status of
women in most other countries.

In the design, development and execution of its programs USAID has
identified and established close working relationships with such leaders
whose involvement in the development programs of the country is extensive.
In the fields of family planning and nutrition, the female Secretary of
Social Welfare plays a major role as head of the Population Cowmission and
member of the Board of Directors of the National Nutrition Council. Both
of these natjionwide programs utilize the leadership and support of the
medical profession, one third of which is comprised of women and public
school teachers, the latter numhering some three hundred thousand.

In the twenty odd provinces where the Provincial Development program
is being implemented, two of the six provincial lady governors in the
Philippines are involved together with hundreds of other women at the munic-
ipal mayor and municipal official level. Although this enumeration is only
partial it is illustrative of the Philippine Government and USAID's effort
and success in enlisting the support and resources of women who can direct-
ly influence the development process.

It would be inaccurate, however, to conclude that the “typical" Fili-
pino woman is a professional, highly educated and enjoying social and
economic advantages; such advantaged women belong to the still very small
middle and upper class. The majority of Filipinos, men and women, are
poor and have little access to the educational, political, economic and
social advantages available to their more fortunate sisters. Since poverty
is no respecter of sex, their suffering is comparable to men sharing the
same economic conditions. Attention to this group - the poor majority -
is the essence of the USAID program.

Finally the joint GOP/USAID program is planned and implemented with
increasing concern for preservation and improvement of the Philippine en-
vironment. The effects of all new projects on the natural environment are
examined carefully during project preparation and must be determined to be
benign if the project is to he proposed for AID funding.

The Philippines itself accords higher priority to those eavironmental
problems generally seen as consequences of underdevelopment, i.e., those
centered on inadequate food, water and shelter, than to those seen as con-
sequences of development activities such as air and water pollution which
frequently result from infrastructure and industry project implementation.

As explained above, the GOP's major attention at the policy and opera-
tional levels is focussed on alleviating and correcting the first set of
environmental problems. The USAID program may be viewed as totally direct-
ed toward that end.
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Toward the second set of problems, the GOP has only recently begun
to develop the policies, concepts and instruments needed. Major efforts
to stop tha denuding of forest areas and to rehabilitate selected waterways
such as Manila's Pasig River and Laguna Lake are well underway. A National
Water and Air Pollution Control Commission has been established to coordinate
& number of programs and organizations aimed at controlling and preventing
pollution.

The remainder of this paper will describe in some detail the economic
and social context within which the U.5. assistance program is operated and
the manner in which U.S, assistance plans are designed to fit into the
Philippines' development strategy and programs. The paper will also sum-
marize the three sectors in whi¢h USAID efforts are concentrated, the GOP
position i{n each of these sectors and what we believe to be the requirements
for success of each project for which AID financing is proposed.

THE U,S. FROGRAM SUMMARIZED

A brief description of the main U.S. economic assistance programs
planned for implementation during the next few years follows.

1 Pogulatiou[Familx Planning

The U.S, has played an essential role in the establishment of large
scale fami.ly planning prograws in the Philippines. U.5. leadership and
resources of approximately $30 million (about $5 million per year since
1970) have helped to create the present strongly positive public environ-
ment for family planning. The opportunities for expanding family planning
service coverage and increasing and expanding popular acceptance of family
planning concepts, needs and practices in the Philippines over the next 5-10
years are more favorable than could have been anticipated as recently as
four or five years ago. Given the powerful effect of population size and
characteristics on Philippine development objectives, we propose to continue
to devote substantial resources {approximately $5 million per vear) and
efforts working with the Philippine public and private sectors to achieve
major gains in reducing population growth, Particular emphasis will be
placed on strengthening a full coverage delivery system and the adoption
of lower size family norms.

IT Nutrition
Nutrition

The U.5. has long been a major source cof support for Philippine
nutrition programs, particularly those aimed at improving the diet of
pre~school and school age children. Continuing U.S. technical assistance
aimed at interventions which will improve use of local resources for direct
human corsumption, and continuing but lower level U.S, food contributions
will provide vital support to improved nutrition. 1In addition to the
supplemertary feeding program work will continue in other interventions
such as education, local food production and research.
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Agquaculture .

After rice, fish is the most important source of total protein in the
diet of low income Filipinos and is the single most important source of
animal protein. Current fish production is neither efficient nor sufficient
to meet current needs and will have.to be greatly increased to enable the
poorer half of the Philippine population to improve its nutrition and over-
all health standards. The Philippines with its wealth of natural resources
has high potential for significantly increasing fish production and at the
same time providing substantial employment opportunities. USAID will, in
concert with the GOP, continue a program of aquaculture research and extension
for both fresh and brackish water fish culture to realize that potentizl. In
addition the GOP may request grant and/or loan assistance of between $5 and
$10 millfon to strengthen its institutional base. This would be accomplished
primarily by improving and expanding facilities to enable the Department of
Inland Fisheries of the University of the Philippines College of Fisheries
to move from its present location near Manila to the site of the USAID-
assisted brackish water research station on Panay Island.

ITI Rural Development

This sector is a principal target of U.S. economic and technical
assistance to the Philippines. The Philippine Government and members of
the Philippine Consultative Group are allocating substantial resources
directly and indirectly to this sector, including its agricultural component.
The U.S. role in this sector is focussed on the small farmer and other elements
of the rural poor. U.S. contributions are planned for a variety of fields
such as small scale irrigation systems, applied research, improved delivery
systems, fishery technology and administration of agrarian reform programs.
Other U,S. programs supporting rural development are feeder roads, rural
electrification and establ ishment of potable water systems,.

Local Government Development

The central place of provincial and lower level governments in rural
development is a critical factor in the Philippines. TImprovement of govern-
ment performance at these levels is essential if the development process is
to have beneficial impact on the life of the rural poor. The Philippine
Government's Provincial Development Assistance Project (PDAP) has been the
focal point of GOP/USAID efforts in this area and is aimed at strengthening
the capability of provincial governments to plan and implement rural infra-
structure, equitable taxation, and improved management programs. As part
of this effort which is directed toward improving the economic position of
the rural poor, a program for the systematic development of secondary roads
is being initiated. During the next decade improvements to existing pro-
vincial roads and the construction of new penetration roads may require
$400 million. AID assistance is being provided to this program and includes
a loan of $15 million for construction of over 250 all-weather roads and
bridges. Future AID loans for rural roads are anticipated.  Another PDAP
managed program centers on development of effective small irrigation systems
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in an institutional structure which will facilitate improved management,
operation and expansion of such systems. Proper water mansgement could
nearly double rice production and aignifdicantly increase production of
other food crops. It is expected that future programs of small irriga-
tion syitems will cover approximately 100,000 hectares and serve 40-50,000
small farmer families; such programs would cost in the order of $50 million,
of which $25 million would be required from AID and other donors.

Rural Electrification

The key role played by electrification in rural development is well
recognized/ The U.S. is especially well equipped to assist the Philippines
to create institutional structures which will enable the expansion of
electrification services to all the Philippines within this century. Although
the tasic ia enormous, & promising beginning has been made. Pilot projects
have demonstrated the feasibility of rural electrification by cooperatives:
a4 program to establish 72 cooperatives serving over five million rural con-
sumers by 1982 is well underway and will require $20 million of AID financing
each in FY76 and FY77. Such further U.S. support is essential to continued .§;
satisfactory growth in the Philippines' rural electrification program. . r ¥
Total electrification of rural areas by 1994 will require an average $100 }bgﬂ e
million of foreign exchange and $100 million of peso equivalent each year; ,twﬁk;w
and obviously the participation of other donors and increased Philippine T
participacion. f A i

Agrarian Reform I

Inequitable distribution of rural landholdings and an abgence of
effective supporting services have been long standing obstacles to improving
income and productivity for some one million rice and corn tenant farm
families. The GOP has embarked on a major agrariam reform program with the
dual purpose of transferring land to tenant-tillers and increasing their
productivity through & range of supporting services provided by cooperative
mechanisms, including supply and marketing networks. Compensation payments
to landlords over the next three years are estimated at $100 million which
the GOP will have to obtain from its own or foreign resources, The USAID
is assinting the GOP agrarian reform program through technical assistance
for var:ious aspects of the land transfer operations, for testing cooperative
structures in the pilot provinces of Nueva Ecija and Camarines Sur, and for
agrarian reform research. It is estimated that AID will provide approximately
$4 mill:on in technical assistance for various aspects of the land transfer
program over the next few years. In addition, appreximately $2 million
will be needed to strengthen the Agrarian Reform Institute. AID will also
considerr the possibility of a $20 million loan for the cooperative marketing
program.

Small Purmer Income and Production

Th:..s project is designed to institutionalize and regularize the manage-
ment of the nation's rice and corn production programs to reach the majority
of the country's small scale farwers. The project has three key elements
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each designed to provide benefits to the rural small farmers: Management
Information System; research; applied-on-farm and multi-disciplinary test-
bed; and assessment and strengthening of small farmer production and support
sub-systems. By 1978 the GOP's programs for the small farmer are expected to
reach 1,403,000 rice farm families and 407,000 corn farm families with an
increase in income of 57 and 92 percent respectively. AID intends to con-
tinue to provide about $500,000 per year for the next 4-5 years to assist
the GOP to institutionalize its response to the needs of the small farmer.
The GOP is considering the possibility of an AID loan for the establishment
of an agro-business development corporation which would assist in increasing
the availability of investment capital.

Bicol River Basin Development

Integrated area development is an innovative development technique to
accelerate rural development now being tested in the Philippines in several
rural areas. The technique requires planning and management of development
activities in a delimited geographical area with integration and coordination
taking place both in a governmental sense and in a substantive sector sense.
A.I1.D. is assisting the Philippine Government in carrving out the Bicol
River Basin Development program which was selected by the GOP and USAID for
assistance because of its high development potential and its problems of
high tenancy, periodic flooding and deficient infrastructure. Devélopment
df’fﬁgﬂﬁfis%Lﬁiver Basin will require several hundreds of millions of
dollars. over the coming decades for construction of physical infrastructure
such as irrigation, flood control works and rural roads, as well as for
social infrastructure. USAID plans to continue providing assistance to the
Bicol program to improve its planning and coordination capabili ties and its
data base, including feasibility studies which might be used by the GOP to
solicit loans from external donors. If the Bicol program is successful in
delivering real benefits to the basin's poor, the possibility exists that

the program may be replicated in other discrete rural areas of the Philippines.

Potable Water Systems

The GOP initiated a major program to provide potable water to provinces
in 1974 with the issuance of a Provincial Water Utility Act which created
the Local Water Utilities Administration (LWUA). This Llong-range program
was undertaken as part of the Government's efforts to improve the health
and living conditions as well as the economic productivity of the rural
population. The Philippines has approximately 300 communities of 30,000
population or more in need of reliable water systems. These communities
represent about 407 of the total Philippine population cutside Manila. At
today's prices, an estimated $15 million per year or a total of $450 million,
would be required to provide potable water to these communities. In 1974
AID provided a grant of $750,000 and a loan of $15 million to finance tech-
nical assistance and the design and construction of five pilot projects. '
Feasibility studies are now underway on 10 additional systems which would
cost an estimated $50 million of which $22.5 million would be foreign
exchange. A development loan of $20 million in FY 1976 and additional
grant financing may be required.
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Agricultiral Research

.

The Philippine Council for Agricultural Research (PCAR) was established
in 1972 to give direction to and coordinate research activities of govern-
ment agercies and agricultural colleges and universities, A seven year plan
for the development of capabilities to implement major research programs
has been developed. The plan envisages capital investments of $33 million
for improvements to infrastructure, laboratory equipment, library materials
and farm materials, Recurring expenses for personnel and operations is $107
million cver the seven year period. In FY753 AID will provide a $5 million
loan to assist in financing the development of a research capability at four
research centers located throughout the country, Initially the GOP will
focus on food and feed crops. For the future it is anticipated that addi-
tional AID loan and/or grant funds will be required, in coordination with
other donors, to assist in research on vegetable production, poultry and
swine production and pasture and forages for livestock breed animals.

Layanihan School Building

In 1970, 1972 and 1974 as a result of typhoons and floods thousands of
school classrooms were damaped or completely destroyed and approximately
300,000 school children were without classroom facilities. 1In response to
the GOP's request, AID provided funds to assist with the construction of
1,500 typhoon resistant schools. At present, the Philippines has a need
for more than 48,000 classvooms. To overcome the classroom deficiency the
GOP has proposed an initial outlay of P45.6 million to cover the costs of
erecting 3,300 Marcos-type prefabricated buildings. The GOP has requested
an FY 1975 AID Loan of $6.5 million to construct 1,000 schools (3,000 class-
rooms) in areas vhere typhoon damage is normally extensive. The 1,000
schools will provide classrooms for approximately 120,000 children of the
nation's rural poor. It is of interest that the fixed cost reimbursable
technique, which provides that AID funds are used to reimburse the GOP for
mutually agreed purposes subject to final approval and inspection, was de-
veloped under this program. This is a technique which has been applied
elsevhere in the AID prosram in the Philippines.
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TABLE 1
Lstimated Deneficiaries of USAID Assisted Projects

*

A. FRural Development Sector

Project Target Date Number
Local Development " Individuals By FY 1978 10,000,000 4

{(Including Irrigation
& Rural Roads)

Rural Electrification Tndividuals At Present 1,000,000 +
By 1982 5,000,000
Smell Farmer Income and  Small Farmer By FY 1978 1,000,000 +
Production Families
Agrarian Reform Tenant Families 500,000
By FY 1977
Potable Water Systems Individuals by FY 1977 1,000,000
Bayanihan Schools Rural School By FY 1977 500,000
Children |
Other Users By FY 1977 2,000,000
Bicol Individuals By FY 1985 500,000
Agriculture Research Small Farmers DBy FY 1980 4,340,000
plus Families
. -'. l.. .thgglooo
B. Population/Family Planning Sector
Population Planning Acceptors At present 2,633,738 i
By end of *
FY 1976 4,092,574

C, Nutrition Sector

Nutrition .
Mother Education and Families Ty FY 1978 5,650,000 .
Green Revolution :
Food Assistance for Children Ly TY 13878 2,300,000
Malnourished Children -
Aguaculture Production Individuals All Philippine

consumers in
varyinz degrees
either directly
or indirectly
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Selected Economic Indicators

Indica‘oy 1960 1965 1970 1971 1972 _1973%/
Natiopal Incoms:
Gross national product

{million pesos)

At current prices 12,964 22,029 41,167 50,089 56,869 71,314
At constant .967 prices 18,994 24,647 32,188 34,190 35,613 39,102
Annual real GNP increase 5.2 5.5 6.2 4.2 9.8
GNP per capita (US § at 1970 .

constant pesos) 1/ 155 175 199 207 210 224
Gross capital formation

(million pesos at 1967

prices) 3,288 5,184 6,390 6,667 6,758 7,351

Share of GNP (1) 17.3 21.0 19.9 19.5 18.8 18.7 3/
Domestic Product (i of NDP at 1967 constapt prices)
Agriculture, Forestry and ‘

Fishery 3.8 3.0 33.5 32,2 30.8 30.5
Manufacturing and Mining 18.9 18.6 21.3 22.1 22.5 23.1
Construction, Utilities .

and Transportation 6.3 7.5 6.0 6.1 6.9 7.2
Services 18.8 19.2 18.2 18.1 18.4 17.8

B
Labor force (millions) 9.1 10.8 n.a. 13.2 14.2 13.9
Persons Employed (millions) 8.5 10.1 n.a. 12.6 13.2 13.3
Unemployment rate (%) 6.3 6.2 4/ n.a. 4,8 6.9 4.5
Urban n.a 10.7 n.a, 9.0 12,4 8.0
Rural n.a 4.1 n.a. 3.0 4.6 2.9
Public Fipance
Current Revenuse (FY) 1,865 3,110 4,298 5,110 7,148 5/
Current Expeniiture (FY) 1,843 3,328 3,758 4,837 5,815
Capital Expeniiture (FY) 2/ 356 975 775 1,587 2,113
Net Borrowing 447 1,132 290 918 1,423
Tax Revenue a3 % of GNP 9.4 9.4 10,7 10.1 11.9
«{milliop pegos)
Money Supply 1,896 3,067 5,047 1,567 6,797 8,152
Quasi Money 1,031 2,448 5,480 6,321 6,446 8,685
Domestic Cred:t {outstanding

at end of period)

To public sector 980 3,479 3,907 4,778 6,541 6/
To private sector 8,223 13,396 18,010 22,892 25,377 &/
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Indicator 1960 1965 1970 1971 1972 1973
Prices and Wages (1965-100)

Philippine Consumer Price
Index 76.5 100.0 131.5 160.2 173.4 194.5
Manila 79.4 100.0 133.7 153.2 168.9 187.5
Regions outside Manila 5.7 100.0 130.9 162.0 174.5 196.4

Manila Wholesale Price
Index 77.3 100.0 137.7 159.3 175.4 218.4

Exchange Rate (pesos per
US$ at end of period) 2.01 3.9 6.43 6.43 6.78 6.78

Nominal Wages (Manila -

Skiiled Labor 91.9 100.0 132.8 139.7 146.6 154.5
Unskilled Labor 83.2 100.0 145.2 155.0 164.4 168.7

Real Wages (Manila)

Skilled Labor 115.7 100.0 99.3 91.3 86.8 82.8
Unskilled Labor 104.8 100.0 108.5 101.3 97.4 90.4
External Trade (million US$)

Merchandise Exports 560 768 1,062 1,136 1,106 1,768
Coconut products 179 270 209 254 228 - 372
Sugar and products 143 147 196 220 218 295
Forest Broducts 102 195 295 264 235 444
Mineral products 61 77 224 216 212 319
Fruits and other agric=-

ultural products 62 57 66 71 86 108
Other Manufactures 13 22 72 111 127 230

Merchandise Imports 604 808 1,090 1,186 1,230 1,597
Consumer Goods 100 185 131 175 210 284
Raw materials and inter-

mediate goods 281 339 546 554 586 822
Capital Goods 223 283 414 456 434 491

Major Trading Partners

Exports (7% of total)
Us 50,7 45.4 41.4 40.4 42.4 35.8
Japan 21.9 28.4 39.6 35.1 33.8 35.8
Imports (7% of total)
us 42.3 33.9 28.9 24.6 25.4 28.1
Japan 26.5 24.3 31.7 30.3 31.8 32.5
External terms of trade
(1965-100) 114.5 100.0 110.6 94.1 78.1 99.9
Foreign Exchange Reserves (million US$)
Gross (end of period) 196 280 376 264 735 1,416
Net {end of period) 19 18 -6 =20 80 753
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Indicator 1960 1965 1970 1971 1972 1973
External Debt (milliop US $) 7/
Total medium and Long-term
debt outstanding including :
undisbursel - 2,033 2,230 2,504 2,563
Disbursed - 461 1,679 1,619 1,756 1,866
Public - 272 630 639 773 825
Private - 190 1,049 980 983 1,041
Debt Service Payments - 105 328 37 328 440
Debt Service Ratio (%) - 9.6 24,6 26.5 22,4 18.4
P/ Preliminary
1/ GNP per capita at 196971 average constant pesos‘converted at
1969-71 average exchange rate of P5.60 = $1,00.
2/ Iacludes fureign-financed expenditures
3/ The share .in GNP of gross capital formation for the first half of
1974 was 20.3 percent.
4/ The annual unemployment rate increased to 7-8 percent during 1966 1969,
5/ Estimated revenue for FY 1974 is P11,069 million.
6/ Estimates of the 1974 IBRD Economic Mission
Excludes IMF Standby credits.
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ECONOMIC AND SOCTAL: OVERVIEW

Past Trends

Overall economic growth during, the 1960s and the first half of the
19708 averaged about 6 percent per year in real terms and except in
recent years, was accompanied by relative price stability. Despite an
annual population increase of slightly over 3 percent per year, GNP per

5550.

capita managed to rise from $155 in 1960 to a current level of over
ey S JUNRPNEDESI P

The ma joxr contributors to the overall economic advance were the export
agriculture, industrial, and services sectors. Domestic agriculture,
mainly rice and corn production, stagnated during the greater part of this
period except for the rapid expansion during the latter half of the 1960s
which was associated with the widespread adoption of the HYV-fertilizer
technology. During the early part of the 1970s, rice production actually
declined due largely to adverse weather, but recovered sharply in 1973-74
under the stimulus of expanded government food production programs.

Past economic growth was not matched by corresponding improvements
in employment and inceme distribution. The overall distribution of in-
come, which was already highly unequal, worsened slightly and the worsen-
ing was particularly pronounced in the rural areas. The open unemploy-
ment rate increased to about 7-8 percent during the 1960s while the level
of underemployment also increased steadily. In recent years, employment
opportunities have expanded appreciably but there is still widespread
unemployment and underemployment. 1In large part, the inability to improve
employment and income distribution was due to the failure to mobilize
effectively the predominant rural/agricultural sector, as well as the
continued pursuit of an import substitution strategy which fostered large
scale and capital intensive industries in urban areas, particularly Greater
Manila.

Growth of the Philippine population accelerated during the post-war
period to over 3 percent annually and was reflected in the expansion of
the labor force by 2.7 percent per year. The slow development of the
rural/agricultural sector and the emphasis on capital intensive tech-
nologies in industry, greatly limited the labor absorptive capabilities
of both sectors. Large scale rural-urban migration occurred especially
to the Greater Manila area, and labor was increasingly absorbed, not in
industry, but in the service sector and at very low levels of earnings.
This migration has exercised a continuous downward pressure on urban
real wages and seriously aggravated the urban unemployment and under-
employment problem.

The economy's effort to mobilize resources for growth expanded

during the last fifteen years and was reflected in the rise of the invest-
ment rate from about 17 percent in 1960 to a current level of about
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20 percvent. However, there were inefficiencies and imbalances in
capital. formation. While no reliable information on the sectoral
allocaiion of investments exists, it appears that infrastructural
and agricultural investwents were relatively neglected during the
greater part of the period under review, During the 1960s, public
investient comprised only 10 percent of total investwent and its
ratio to GNP rarely rose above 2-3 percent; moreover, capital
expenditures accounted for less than 15 percent of total budgetary -
expenditurds. The low level of infrastructure investments can be
attributed to a low tax effort and to the serfous gaps in the public
sector's capabilities to plan and manage development programs and
projects. Tax revenues grew slowly and the ratio of tax revenues

to GNP wes stable at about 10 percent. Planning activities were
dispersed among several government agencies, and were not effectively
linked with program implementation and the actual allocation of
government resources., Additionally, there were serious deficien-
ciles ir the project preparéztion and implementation capabilities

of most government departments.

During the first half of the 19708, impressive improvements
were realized both in the tax effort and in the government's
capital development program. Tax revemues have expanded un-
precedentedly as 2 result of tax reforms instituted in recent
years. Consequently, the ratio of tax revenues to GNF has in-
creased to a current level of 12 percent. The share of capital
expenditures in total budgetary expenditures has risen to over
40 percent in FY 1974, and the government now accounts for about
12 percent of total investment.

During the 1960s foreign capital inflows - private coumercial
and official development assistance - were small but have expanded
greatly during the 19708. In recent years, private direct invest-
ment has responded vigorously to the increased political and social
stability in the Philippines, as well as to various investment
incentives. The formation of a Consultative Group for the
Philippines in 1971 has increased the inflow of official develop-
ment assistance, and ha&s resulted in increased coordination among
donor countries and agencies. Official loan commitments from
1965-1969 averaged only $33 million annually, but with fncreased
absorptive capacity and an internationally endorsed developmwent
climate and program have averaged $268 million annually during
1971-1974.

Chronic balance-of-payments difficulties were experienced in the
1960s due to the slow growth of exports and the continued heavy depend-

ence of domestic industry on imports. A significant external debt service
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problem emerged at the end of the 1960g, and coupled with the large ex~-
pansion in liquidity and spending associated with the 1969 Presidential
election campaign, led to a major devaluation of the peso in early 1970,

Since t the balance-of «payments position has been improved and the
external debt burden reduced to manageable levels through careful debt

management and high export growth. 1he econowy Nas betiefitrsd predtly

f?BE‘EHFFEEEHEE?E%T?’Efgh export prices of primary commodities over the
last two years. Since mid=~1974, however, export prices have started to
soften while the prices of oil and other imports have continued to rise,
As a result of the abrupt deterioration in the external terms of trade

since mid-1974, the trade surplds of $274 million in 1973 is expected
to be dramaticallf”EEﬁGE?ted into an estimated deficit of $680 mittfon

. hiapptubiiti gt i

Trade patterns changed slowly during the period under review although
in recent years, trends toward export coomodity and market diversification
have become more pronounced. Exports of manufactures have expanded rapid-
1y over the last two years in response to government incentives and favor-
able world prices. Philippine international economic relationships are
now being revised to reflect the expiration of the Laurel-Langley Agree~
ment with the US, the continued growth in economic ties with Japan, the
opening of trade relations with Eastern European socialist countries and
the People’s Republic of China, snd the rising importance of the Muglim
oil producing countries.

Policy and Institutional Reforms

Since 1970, the Philippine Govermment has initiated numerous basic
economic and soclal reforms to provide the policy and institutional envi-
ronment for the attainment of economic and socifal goals. Between 1970
and the declaration of martial law in September, 1972, a number of signi~
ficant reforms were undertaken. In early 1970, a foreign exchange reforn
involving a major devaluation of the peso and the adoption of a floating
rate scheme was implemented. A stabilization program was also started as
part of a stand=by arrangement with the International Monetary Fund. As
preconditions for the formation of a Consultative Group in 1971, the
Philippine Government complied with the terms of the stabilization program
with the IMF, formulated a realistic four-year development plan, and took
steps to increase its tax revenues, "Technocrats" were recruited into
high=level posts in the government and the quality of development manage=-
ment was improved greatly as a consequence. Major studies and plans were
also developed, particularly for the reorganization of government, and the
restructuring of the tax and tariff, financial, and educational systems.
These studies and plans laid the groundwork for the rapid implemen n
of many reforms initiated under martial law, Thé major reforms under
mart1al TEWTHETMNEThe acceieration of the agrarian reform program; the
reorganization of government; tax and tariff reforms to improve taxation
standards for redistributive ends and to improve the investment climate;
banking and financial reforms to help mobilize resources for development
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and to est:zblish a more stable and better regulated financial structure;

~ liberalization of regulations on foreign investments; reorientation of

industrial policies towards export expansion, industrial dispersal, and
labor intersification of preduction techniqueg;realigoment of labor laws
and policies to make them more employment-oriented; and the intensifi-
cation of the population/family planning program.

A majcr focus of recent reforms has been the strengthening of the
goverment's development planning and management capabilities. Under the
ongoing government reorganization, the past disjointedness of planning
activities has been remedied by merging the various existing agencies and
2d hoc bodies involved in planning inte a single planning agency, the
National Economic and Development Authority (NEDA). The NEDA effectively
links policy-making and planning to program and project implementation
pince its Board is presided over by the President and is composed of
cabinet level officials involved in formulating and executing séctoral
development activities. Program planning and budget plamming and allo-
cation have also been effectively linked with the creation of a Pre-
sidential Budget Coordination Committee (PBCC). in 1970, The PBCC has
been retalned as a permanent agency and has been attached to NEDA. The
Committee continues to determine the level and functional allocation of
government zxpenditures, Alsc attached to NEDA is the Investment Coor=~
dination Committee which coordinates the investment policies of government
financial iastitutions towards development priorities.

The ongoing reorganization also stresses the strengthening of the
planning capacities at the department level. This whould result in a
pipeline of development projects reflecting sectoral objectives and should
contri bute te a more balanced and coordinated public investment mix, Tt
is intended that the NEDA will operate in a review or contrecl capability
by setting —echnical standards, coordinating and integrating agency plans
with overall economic and social priorities and reviewing financing im-
plications in the light of competing needs,.

Anothe: 1mportant aim of the government reorganization is to decen-

traliz . : £ :
ut. Regional offices of national government line agencies are being

Zstablished in each of the eleven administrative regions of the country.

The planning and implementation activities of these regional offices will
be coordinared by Regional Development Councils (RDCs) which are being
establighed by the NEDA. Eight (8) RDCs have been set up and are now
operational. The RDCs will also be responsible for the vertical coor=
dination of plans and programs between the national government (through
the regiomal offices of national agencies) and provincial govermments,
The planning and program execution capabilities of provincial governments
are also being developed and upgraded. Most provinces now have a Pro-
vincial Development Staff which is responsible for the preparation of a
comprehensive provincial development plan that realistically reflects
national priorities and inputs.
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Current Situation

Although steady economic. gains werée achieved in the past, the
Philippines is still largely underdeveloped. Selected social and eco~
nomic indicators cannot portray Philippine underdevelopment in its
totality, but the paragraphs below outline some of the more important
social and economic features which currently characterize the Philippines.

Population ~ The population of the Philippines is large, young and
growing., With nearly 43 wmillion people _in 1975, the Philippines is the
eﬁW 0..in. the developinmorld About 43 percent of
a pinos are under the age of 15. As this youthful population matures
the number of women of child bearing age will steadily increase. At cur=
rent fertility levels, (the average number of children per married woman
during her lifetime is more than five), the population would increase to
almost 50 million by 1980 and to more than 57 million by 1985. Given the
present age structure of the Philippines, the dependency ratio (ratio of
population below 15 years and above 65 years of age to the population
from 15-64 years of age), is about 87 percent.

Health and Nutrition - Many Filipinos are unhealthy and ill fed.
Life expectancy in the Philippines is 59 years. The infant mortality
rate (number of deaths under 1 year) is about 65 per 1,000 live births,
The number of deaths among children under the age of five is about 20
percent of all deaths, a level as high as that reported from other
countries with severe malnutrition problems in the child population like
India and Pakistan, The death rate among these children is estimated to
be 12-14 times higher than in the United States and 4-5 times higher than
in Taiwan, Poor sanitary, housing and nutrition conditions are the major
causes of early childhood deaths, Average daily caloric intake in the
Philippinee is estimated to be 1,700 which is about 15 percent below
estimated daily requirements, Daily protein intake is estimated at
46.4 grams per capita as compared with a minimum estimated requirement
of 50.0 grams per capita.

Education - The Philippines has traditionally supported a large edu-~
cation establishment. The estimated rate of literacy in the Philippines
is about 83 percent, and is among the highest in Asia. Almost all child-
ren of the relevant age group attend primary school, and the enrollment
rates of about 50 percent at the secondary level and 24 percent in higher
education are among the highest in the world., However, the quality of
Philippine education has been vastly uneven, with rural areas receiving
grossly inadequate educational services., Moreover, the rapidly growing
school age population and the widening need for better quality education
will place unprecedented demands upon Philippine educational resources
over the next ten years and beyond.

Income - A great majority of Filipinos are poor. More than two~thirds

of Philippine families earned less than $25 per month in 1971, the last year

for which income distribution data is available. The incidence of poverty
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strikes nmost heavily In the rural areas where about one-half of all

families earned less than $15 per month in 1971. As a result of steady

economic growth over the past two decddes, the annual average per capita
GNP in the Philippines has risen above $250. This is, however, less than
half of Taiwan's and about two-thirds of South Korea's current GNP per
capita levels,

Income Distribution - There are severe inequities in income distri-
bution among families in the Philippines. More than half of total family
income accrues to the top 20 percent of total families, while less than
one~fifth is accounted for by the bottom 50 percent, Great disparities

in regiorial development and incomes also exist. Manila and surrounding
provinces have been the main focus of development. These areas now
account for a disproportionately high share of total production, and for
most of manufacturing cutput. The development of other regions, most
notably Ferthern Luzon, the Bilcol provinces in Southern Luzon, and Eastern

Visayas, has been relatively neglected.

Labcr Force - Over 14 million Filipimos now belong to the labor force.
About twc=thirds of these live in rural areas, and about half of the
labor force 1is engaged in agriculture, forestry and fishing. The un-
employment rate in urban areas is currently -estimated to be about 8-9
percent. Rural unemployment is estimated to be about 3=4 percent, but
subsigtence agriculture accounts for much of rural employment. Overall,
about 4~5 percemt of the labor force is believed to be currently un-
employed while 12-14 percent of the employed labor force is underemployed
The labor force is currently growing at an annual rete of 400,000, and
this figure will rise to nearly 600,000 by 1985, '

Agriculture - Philippine agriculture is still characterized by a
heavy incidence of tenamcy on Philippine rice and corn lands, the lack
of effective institutions and infrastructure to serve small farmers, and
low productivity. Rice yields on irrigated land average 1.9 MT (milled
basis) per hectare as compared with 2.8 MT per hectare in Taiwan. Corn
yields average only 0.8 MT per hectare as compared with 2.0 MT per hectare
in Thailand. Philippine sugar yields are about 95 kilos per ton of cane,
half those obtained by Cuba. In spite of some important improvements,
Philippine farmers still lack adequate credit, fertilizer, irrigation
facilities, production and marketing technology, and storage and market-
ing systems. While the Philippines is a net exporter of food, it is not
self-gufficient in basic staples such as rice and fish and this is re-
flected i1 undernourishment in the child population particularly.
Though coasiderable progress is now being achieved in land reform and
in the development of rural institutions and infrastructure much remains
to be done, :

Transportation - The Philippines lacks the economic infrastructure
necessary to support the movement of goods and services needed to foster
economic Jdevelopment., The country has about .002 kilometers of road
for each lnhabitant and about one-fourth kilometer of road for each square
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kilometer of land area. More than three-quarters of all rosds are sur-
faced with earth or gravel. Road density is greatest in the Manila area
and sparsest in Mindanao and other remote provinces. Philippine ports
are illeequipped to handle present levels of domestfc and internatiomal
cargo, and Philippine airports and air navigation facilities are sub-
standard, The current concentration of the majority of World Bank and
ADB loans on highways, ports and airports with accompanying increases in
GOP domestic revenues for the same purposes, is a much needed development
but will require many yvears of such emphasis to meet the needs of a rapid
development program.

Water Use and Control - The Philippines is now able to irrigate only
about one=-third of all rice lands. Direct diversion of stream waters and
pumping are the most common methods of irrigation, and only two (recently
completed) storage and regulation irrigation systems exist in the country.
At least one-half of all Filipinos do not have access to adequate and
potable drinking water., Most industrial firms must provide their own
water supply. Inadequate water control systems permit extensive flood
damage to both rural and urban areas from normal rainfall,

Pover and Communications - Only about 30 percent of the total
Philippine population is served by electricity. Majority of these people
live in the Metro Manila area and other urban centers in the country.

Most rural households do not have access to electric service and those

who do receive inadequate and unreliable service., Per capita consumption
of electricity in the Philippines is less than one«fifth that in Taiwan
and less than two«thirds that of Malaysia. Per capita consumption of the
one-quarter of the country's population living in the Visayas is about
half of the national average. The Philippines has only 40,000 telephones,
only one per 100 persons with most of these being in the greater Manila
area, Even telegraph service is unavailable to more than two-thirds of
the country's population.

Perspective of Development, 1975-1979

The Philippines enters the second half of the 19708 confronting
serious economic and social problems. In the near term (1975 and possibly
up to 1976), the economy has to contend with & continuing high inflatiom
rate a8 well as a worsening of the balance of payments, Since mid-1973
consumer prices have been rising at an annual rate of more than 40 percent
as a result of a substantial expansion In liquidity since the export boom
began in 1973, and a number of cost-push factors, including the higher
rate of world inflation, domestic food shortages, and the increased cost
of petroleum. Monetary and fiscal policies have aimed at absorbing ex-
cessive liquidity and during the second half of 1974, the rate of infla-
tion began to slacken. The authorities expect the rate of inflation to
drop to about 20 percent by the end of 1974, Assuming no new major up-
heavals in key commodity markets, the rate of price inflation should
moderate further in 1975. Even if this were to happen, it is likely that
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inflation would still remain much above ihe secular trend and would con-
tinue to have unfavorable welfare implications especially for urban wage
earners who have been most affected by the high rate of inflation since
1970.

In/fzz ovember, 1974 report om the Philippine economy, the IBRD pro-
jected a worsen enta gsituation for the Philippines
over the next two years. A current account deficit of $650 million and
$1,070 wmillion is projected for 1975 and 1976, respectively, compared to
an estimated deficit of $450 million in 1974. Given its present debt
service ratio of about 15 percent, the economy has wide latitude for
fimanctny pEoected-TUTTERt Account deflcits CRTOUBh external borrowing.
HowaVet, gubstantial amounts of additional external debt must be on con-
cessional terms if a reversal to an excessive debt burden is to be avoided
(see alsoc "External Assistance Requirements and Sources).

Over the medium=-term horizon and quite possibly beyond, the economy
confronts the problems of reducing unemployment and underemployment and
improving the highly skewed income distribution. While employment oppor-~
tunities have expanded appreciably over the last two years, unemployment
and underemployment continue to be widespread. Aside from mopping up
current unenployment and underemployment, the employment challenge for
the economy during 1975-1979 is to absorb about 2 million new entrants to
the labor force,

In the last two years, the Philippine economy expanded a e
the s&rolaT s > estimated to have expanded by
9.8 percent, pervEnt growth is estimated for 1974. The Philippine

Government [8 committed to maintaining the growth momentum developed in

the last tw> years and is pressing ahead with plans for a series of major
agricultural, infrastructural, and industrial investments in order to lay
the foundation for sustained growth in future years., Given the political
will to maintain the growth momentum and the much-improved policy environ-
ment, and provided that resource requirements indicated in the succeeding
section can be met, "medium level" growth at 7 percent per year as targeted
is feasible. This is higher than the average historical experience but
lower than the Philippines' long-run potential, given her favorable resource
endowments and human resources.

Growth during 1975-1979 is expected to be broadly distributed among
various sectors, particularly agriculture, industry, and infrastructure.
It should bz possible to expand agriculture by 4-5 percent in 1975 and pro-
bably maintiin about the same rate in subsequent years., Greater dynamism
can be expe:ted from domestic-oriented agriculture as a result of land
reform and other institutional changes, as well as the continued expansion
in rural infrastructure, credit, and other supporting services. Rice self-
sufficiency could be achieved by 1977, and maintained subsequently, pro-
vided that the extension of irrigation and HYV-fertilizer technology on
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rain-fed areas, and the expansion of credit, price and marketing support,
and other services are continued. Aside from rice, substantial gaine can
also be achieved in corn and fish production for which the technical base
is either adequate or being improved.

The expansion of export agriculture and its contribution to the
balance of payments depends heavily on overseas market conditions. The
demand prospects for sugar over the medium term appear bright. The
demand for coconut and wood products has been affected in the near term
by the slowdown in major foreign markets, and a recovery in demand by
1975«76 will depend on how quickly major export markets recover from
their present slowdown, The conservation measures on forest resources
and the government's program for phasing out log exports and increasing
domestic processing of wood products, are expected to shift the export
pattern of wood products from logs to processed products.

Favorable industrial performance over the next five years will depend
on sustained agricultural growth, an expansion of manufactured exports,
and success in the selective development of intermediate and capital goods
industries, Sustalned agricultural growth in the future will ensure a
high level of domestic demand for manufactures. Exports of manufactures
are being given incentives and have consequently increased greatly over
the last 2 years. Continued growth 1s expected as major markets recover
from their present slowdown. Some progress in the development of selected
intermediate and capital goods industries will be achieved due to govern=
ment incentives and expansion in domestic markets,

As Indicated in the succeeding section, government spending for infra=-
structure is programmed to expand rapldly over the next five years in order
to meet development requirements, During the next year or 80 an increase
in infrastructure spending is also being planned to take up the slack in
demand induced by the high inflation rate as well as the slowdown in the
economy's major export markets,

Limited gains can be achieved in reducing unemployment and under~-
employment over the next five years but it is highly unlikely that the
unemployment rate can be reduced to 3 percent by 1977, as targeted in the
Philippine Government's Four Year Development Plan for 1974<1977. Future
patterns of labor sbsorption are not expected to vary much from those of
the past. The services sector is likely to absorb much of the increase
in labor force. 1In agriculture, employment will be generated through more
intensive land use made possible through irrigation, and through an expan=-
sion in cultivated area. Additional employment opportunities will also
be provided in industry through an expansion in production and use of
labor-intensive techniques,

Improvements in income distribution can be expected over the next

five years through land reform which immediately benefits tenants through
reduced amortization payments, and also assures that agricultural improve-
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ments such as irrigation, credit, ete., dccrue to the benefit of small
farmers. Improvements in income diatribution are also expected through
present fiscal policies and programs such as &n expanded tax effort
(achieved partly by increased direct tax collections) and an expanded
provision of scclal services. Income distribution is also expected to
be improved through increased employment.

Philippine Development Goals, Strategy, and Priorities

A comprehensive statement of Philippine economic and social goala,
development strategy and prior

lan has the following goals: maximum economic growth;

T Fy 192;—?; "She 7
ximom employment; more equitable distribution of income and wealth;

regional development and Industrialization; promotion of social develop~
ment; and maintenance of price and balance-of-payments stability,

Table 2 summarizes the pgrowth targets of the Plan, GNP i{s targeted
to expand by 7 percent per annum from FY 1974-77. To achieve this
target, gross investments must expand by almost 10 percent annually
(see section on 'Resource Requirements and Sources"). The Plan's sectoral
growth targets are (in average annual growth rates) agriculture, 5.0
percent; mining, 18.0 percent; manufacturing, 10.0 percent; construction,
10.0 percent; transportation, 4.9 percent; commerce, 4.7 percent; and
services, 4.5 percent, The employment target is an ambitious one of
reducing unerployment to about 3 percent by FY 1977. No quantitative
targets were adopted to express the Plan's equity and stability goals.

The Plan's basic strategy for achieving its economic and social goals
involves the balanced and mutually complementary development of the various
sectors of the economy. This strategy of balanced growth represents a
sharp reversal of the strategy pursued during the past two decades which
strongly emphasized import substitution in the industrial sector and neg-
lected the development of the agricultural/rural sector. There are three
major aspects to the strategy of balanced growth. First, greater emphasis
is placed on increasing agricultural output and the production of "wage
goods"” needed by low-income groups. Second, greater stress is placed on
agricultural and infrastructural investments as well as on the provision
of social services. Third, greater attention is paid to the distribution
of growth bernefits. '

Within the general framework of its development strategy, the govern-
ment is concentrating on strengthening and/or expanding selected programs.
The accelerated land reform and food production programs, supported by the
development cf cooperatives and rural infrastructure, are the major pro-
grams for achieving agricultural/rural development. The infrastructute
program 18 also being realigoed with bighisi Jrioricy Loy 8evige
projects directly supportive of increased food production (e g irrigation
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and secondary and feeder roads). In industry, the major thrust of the
government's development efforts is towards the promotion of -exports,
labor~intensive methods of production, and geographically dispersed small
and medium-scale industries. In response to the energy crisis the
Philippine Govermment is attaching high priocrity to non-petroleum energy
development projects, e.g., hydroeléctric, geothermal, and nuclear power.
The major programs for social development are the population/family plan-
ning and health/nutrition programs, and an education and manpower develop-
ment program geared to the skill requirements of agriculture and industry.

The substance of the Philippine economic and social development pro- N
gram is contained in the priority sectoral programs menticned in the parag-
raph above. The objectives for these programs and the necessary imple-
mentation measures have been concretely and specifically formulated by the
Philippine Governmment, and those to which USAID efforts are addressed are
diacussed in the sectoral and project analyses contained in Part II of the
DAP. The implementation schedule for these programs has been largely
adhered to over the past two years. Despite this good performance many of
the programs for structural change are still in the early stages of imple-
mentation. The further implementation of these programs over the next five
years is regarded by the Philippines as essential to the country's further
development and a prerequisite to eventual achievement of a self-sustaining
development capability.

Some consengsus has developed among the Philippines' major donors, in-
cluding the USAID, that the country's strategy and priorities are appro-
priate within the context of the past pattern and the desired future course
of Philippine development. The new strategy basically calls for a shift
to a more balanced development pattern involving the mobilization of the
rural sector and the development of industrial exports. In its November
1974 report on the Philipnine economy, the IBRD also expressed support
for the Philippine Government's growth strategy and priorities as well as
for the Government's move to secure increased support from the international
financial community to help carry out its development program.

Resource Reguirements and Sources

Prospects of continued Philippine economic and social development in
the future depend critically on the success of the economy in mobilizing
resources for various development programs. Total Investments are targeted
to rise by almost 10 percent annually in real terms in order to meet the
growth targets of the Four-Year Plan. At this growth rate, the investment -
rate (the ratio of gross investment to GNP) would rise slightly from 20.7
percent in FY 1974 to about 21.3 percent in FY 1977, the final year of the
current Development Plan.

o

Prirate Secior

The bulk of investment requirements (about 82 percent) will continue
to be in the private sector. Total private investments are expected to be
financed mostly from domestic savings; about one-third is expected to come
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from direct foreign investments, credit und losns. Given maintenance of

the country's recently improved internationel credit standing and a conti-
nuing effort to strengthen the country's attractiveness to foreign investors,
the country should be able to obtain growing amounts of external financing
to meet private sector investment needs.

Bublic Sector

The implementation of the various govermment programs at planned levels
will necessitate a rapid increase i{n total public expenditures, Budgetary
expenditures (current and capital) for the current fiscal year are programmed
at P17.7 billion, an increase of 223 and 27 percent over the FY 1973 and
FY 1974 levels, respectively. About 53 percent of total FY 1975 expendi-

tures have been earmarked for econamics OPen J. 0 percent or soclal
development; and only 12.5 percent fgx ng;;gnal defense. -

————— b

The Philippine Government plans to expand its capital expenditures
rapidly aid to account for an increasing proportion. of the economy's total
inveatment. The share of the govermment in total investment is planned to
be increased from about 12 percent in FY 1972 to 18 percent by FY 1977.

It is plamed that the rapid rise in public capital expenditures be financed
by increased tax revenues and an enlarged inflow of official assistance.

Table 3 summarizes the capital outlays program of the Philippine Govern-
ment for Y 1975-FY 1978. The bulk of the program consists of planned infra~
structure investment. The infrastructure categories that are emphasized are
roads and highways, power, irrigation, waterworks, and rural electrification.
These categories account for 73 percent of total infrastructure investment
programmed for the period, or 61 percent of total capital outlays.

_ Table &4 indicates the sources of funds for the government's capital
cuthy p;ggyam._ Virtually all of the non-infrastructure outlays is planned .
to be finuneed from domestic gources. The bulk of the infrastructure in-
‘vestment "equirements (74 percent) will be met from domestic sources. About
26 percen: ($161 million, FY 1975; $280 million, FY 1976; $312 million,

FY 1977; 4385 million, FY 1978) of total infrastructure investwment is planned
to come firom disbursements of foreign loans, most of which are expected to
be on concessional terms. The planned levels of foreign loan assistance for
infrastru:ture projects appear to be ambitious targets which are not likely
to be realized. In FY 1974, foreign assistance for infrastructure projects
was about $44 million, or slightly more than double the level in FY 1973.
Disbursements of concessional loan assistance for infrastructure and non-
infrastructure projects have been projected by the IBRD to amcunt to only
$105 mill:on and $180 million in calendar years 1975 and 1976, respectively
{see table 5),

 Lxternal issistauce Reguiy

In it8 November 1974 review of the Philippine economy, the IBERD pro-
jected that the economy's foreign exchange requirements will amount to
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$2,340 million for 1975 and 1976 (see Table 5). The projected foreign
exchange gap was based on the following major assumptions with respect to
trade: (a) the deterioration in the external terms of trade which started
in mid=1974 would continue over the next two years; and (b) import growth
would be consistent with the investment and growth requirements of the
Philippine economy. Under these assumptions, the trade deficit is pro-
jected to increase from an estimated $680 million in 1974 to $820 wmillion
and $1,250 million in 1975 and 1976, respectively.. Receipts from mer-
chandise exports are projected to increase by about 30 percent in the next
two years while import payments are projected to rise by almost 40 percent,
including a 30 percent rise in prices. In real terms, exports are pro-
jected to grow more rapidly than imports over 1975-76, but this gain will
be more than offset by a projected cumulative decline in the external terms
of trade of about 23 percent., This would bring the terms of trade back to
the level that prevailed in 1972, thus wiping out the gains made in the
mcent boom in export prices.

The current account deficit is projected to amount to $650 million
and $1,070 million in 1975 and in 1976, respectively. In each of these
yearg, loan repayments would amcunt to $310 million annually. The
Philippine external capital requirements for 1975-76 thus amount to
$2,340 million.

The IBRD projects that of the required external capital, about $190
million is expected to be provided from net direct foreign investment.
An enlarged inflow of foreign equity investment is forecast because of
much~improved prospects for private foreign investment. Short-term trade
credit is projected to provide about $480 million. The greater use of
short-term trade finance is consistent with the much higher level of import
payments and does not represent an unduly large accumulation of short-term
private debt. About $800 millfon is expected to come from disbursements
or suppliers' credits and other medium~ and long-term commercial loans to
the private and public sectors. About $280 million is projected to come
from disbursements of councessional project assistance from Consultative
Group members. The balance of $590 million ($180 million in 1975 and
$410 million in 1976) would have to be provided from other borrowings.

The projected $590 million gap could be financed by Central Bank short-
and medium-term borrowings. This might even increase gross international
reserves, but would reduce net reserves to a negligible level by 1976.
Thig would leave the Philippines with very little room for maneuver if
the terms of trade continued to decline after 1976. Besides the possi-
bility of very quickly having negative net reserves, additional short~
term borrowing could result in having to roll over a large short~term
debt, or to the extent that medium-term borrowing is arranged on commer-
cial terms, a medium-te: = 4'?? riie o ament “(“blam utd sccur., In view
of these adverse implic:: To. e cu a sn eand extecnar dobt
management, the YBRD recommended that excessive recourse to short=- and
medium-term borrowing by rthe banking system be avoided.
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As an alternative to short- and medium-term borrowings, the IBRD
suggested the provision of an appropriate combination of quick dis-
bursing ccomodity assistance with long maturities and medium- and long-
term loans to meet projected foreign exchange shortfalls. A combination
of commodity assistance from Consultative Group members (about $75 mil-
lion) and possible assistance from an IMF special oil facility would
suffice tc meet import requirements in 1975 and maintain at the same
time a reasonable external debt profile, The much larger shortfall in
foreign eschange availabilities projected for 1976 would have to be
financed ty a combination of commodity assistance (about $75 million)
and mediun~ and long~-term loans to avoid an undue increase in debt burden
in later years. The medium=- and long~term loans would be used to finance
capital gcods imports which are projected to reach §1.2 billion in 1976,

The IBRD concluded that if the projected inflows on the capital
account are forthcoming, and if the projected shortfalls in foreign
exchange zvailabilities are financed in the manner suggested, management
of the external debt and debt servicing would not present serious pro~
blems, The IBRD projects that external medium= and long-term debt out=-
standing would rise from $2 billion this year to about $3 billion by 1976,
The ratio of debt service payments to exports would fall from 15 percent
this year to about 13 percent in 1976. It would then grow somewhat,
mainly as a result of the projected increase in public and private com=-
mercial bcrrowing to about 16-17 percent by the latter part of the 1970s,
This assumes that external terms of trade would stabilize beyond 1976,

Consultative Group Assistance

As irdicated inthe preceding discussion, the Consultative Group

members would have to provide up to a er
projected Toreign exchange shortfalls over the next two years. This total
incTudes iBa0t4485 aillion-ef program AEETHCERCE (3150 #ilTion of commo-

dity assietance and $335 million of medium~ and long-term loans to finance
capital goods imports) and about $280 million of project assistance,

The <isbursements of program assistance would have to come entirely
from new commitments, In the case of commodity assistance, the likely
sources are Japan and the US., If the Japanese Government maintains its
recent levels of commodity assistance, about $50-560 million per year may
be forthcoming. Depending on crop availabilities, the US may be able to
provide atout $10-520 million of PLA8B0 Title I commodities, The sources
of medium- and long-term loans to finance capital goods imports are highly
uncertain at this time, and as suggested by the IBRD, possibilities in
this area should be explored by the Philippine Government with donors.

If no loan assistance is forthcoming, ths Philippizo G-ver —aent wonld
have to reassess its growth strategy for 1476, Sone inversiu .
cularly for long-gestation projects, would probably have to be postponed
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About $225 million of disbursements of project assistance are pro-
jected to come from the existing pipeline of project assistance, which
is estimated to -be about $700 milliion at the end of 1974. The remaining
$60 million would come from new commitments, This expected rapid build-
up in disbursements of project assistance is due to the much larger
commitments made by the Consultative Group members in recent years as
well as to the much-improved project development and implementation
capabilities of the Philippine Govermnmemt. Compared with 1971, commit-
ments of project assistance doubled in 1973 to about $200 million, and
are expected to double again in 1974 to over $400 million.

The IBRD recommends that commitments of project assistance from

official sources should be maintained at the 1974 level in real terms,

if disbursements are to attain a level commensurate with the level of
public development expenditures that will be required in the latter part
of the decade. At current prices, this would mean'coggitments of close
to $500 milljon in 1975 and over $500 million by 1976. At present, the
Migsion projects at commitments of project assistance from Consultative
Group members will total between 5400-$450 million annually. The actual
commitment rate of project assistance would therefore have to be higher
than presently anticipated in order to sustain a disbursement rate con-

sistent with public investment requirements during the latter part of
the 1970s.
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Table 3

Capital Outlays Program of the Philippine Government
FY 1975~-1978
(in willions of pesos)
Total FY 1975-1978
Percentage

FY1975 FY1976 FY1977 FY1978 Amount Distribution .

Total Capital Outlays 6,993.8 8,234.4 9,430.0 11,081,5 35,739.7 100.0
Infrastructure Program 5,363.9 "6,838.5 8,044.1 9,692.5 29,939.0 83.8
Power 1,046.0 2,164.0 2,340.9 2,651.3 8,202.2 22.9
Highways 1,434,1 1,707.2 2,058.7 2,666,1 . 7,866.1 22,0
Irrigation . 556.3 581.9 722.3 825.4 2,685.9 7.5
Waterworks 123.6 235.3 553.4 774.1 1,686.4 4.7
Rural Electrification 320.9 357.5 352.1 426.9 1,457.4 4.1
Railways 163.8 181.,7 368.3 583,7 1,297.5 3.6
Flood Control 319.1 273.9 297.8 344.9 1,235.7 3.4
Export Processing

Zone Authority 345,6 247.7 146.1 161.6 901.0 2.5
Naticnal Buildings, .
Hospitals and

Sanitaria 186.,7 158.8 221.4 299.6 866 .5 2.4
Airports 183.5 182.2 194.8 283.9 844 .4 2.4
Portworks 197.8 193.9 196.8 230.8 819.3 2.3
Telecommunications 82,2 162.4 182.4 236.7 663.7 1.9
Schools - 130.4 117.8 134.1 179,7 562.0 1.6
Others 1/ 273.9 274.2 275.0 27.8 850.9 2.4

Non=infrastructure 1,629.9 1,395.9 1,385.9 1,389.0 5.800,7 16.2

Capital Outlays

l/ Includes shore protection, miscellaneous public works, and project cost adjustment.

Source: Budget for the Fiscal Year 1975: Republic of the Philippines




Table 4
Sources of Financing for the Capital Outlays Program

- FY 1975-1978
(in millions of pesos)

Total FY 1975-1978

Percentage
Financing Source EY1975  E¥1976 FY1977 FY1978 Amount Distribution

Infrastructure 5,363.9 6,838.5 8,044.1 9,692.5 29,939.0 100.0

Domestic Sourcas 4,266,6 4,935 5,922.9 7,075.9 22,200.4 74,2

Foreign Loans 1/ 1,097.3 1,903.5 2,121.2 2,616.6 7,738.6 -25.8

Non~infrastructu:e 1,629.9 1,395.9 1,385.9 1,389.0 5,800.7 100.0

Domestie Sources 1,629.9 1,395.9 1,385.9 1,389.0 5,800.7 160.0
Foreign Loans - - - - - C me

1/ Equivalent to $161.4 million,FY 1975; $279.9 million, FY 1976;
$311,9 mitlion, FY 1977; $384.8 million, FY 1978, converted at
exchange rate P6_8:51,00,

Source: Budget for the Fiscal Year 1975: Republic of the Philippines
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Table 5

Foreign Exchange Requirements and Sources of Financing

.(mil_lion $)
Item 1973 1974 1975 1976
Requirements -170 735 950 1,390
Current account deficf® - 475 450 650 1,070
Amortization af 'MLT loans’J 305 285 300 | 320
Supply of funds - 531 660 845 1,055
Direct private investment (net) 64 80 90 100
Short-term trade finance (net) a/ 90 - 200 225 250
Medium and long~-term loans
(gross) b/ 377 380 530 705
Private commercial borrowing 196 190 250 300
Public commercial borrowing 57 65 100 150
Project loans from Consultative
Group ¢/ 26 60 105 180
Commodity loans 98 65 75 75
Deficitr =701 75 105 335

Source: 1973, Central Bank of the Philippines; 1974, IBRD mission
estimate; 1975 and 1976 IBRD migsion projection.

a/ Includes errors and omissions in 1973 and 1974,
b/ Excludes borrowing by the banking system.

g/ Includes project loans for infrastructure and non-infrastructure
projects.
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POPULATION/FAMILY PLANNING



p LY P ING
Overview

Generally accepted demographic and economic data for the Philippines
are presented below:

Population ~ est. mid 1974 42,0 milifon
Crude Birth Rate 41/000
Crude Death Rate . 11/000
Annual Growth Rate 3.0%
Years to Double - at current growth rate 23
Married Couples of Reproductive Age 5.4 million
Percentage Married Couples of Reproductive
Age Currently Using Contraception 18%
Urban Population Ky+4
Lebor Force Employed Agriculture 52%
Per Capita GNP (dollars) ‘ 250
Life Expectancy at Birth , 59
Literacy Rate : 83%
People per Doctor © 3,034

In general, demographic trends in the Philippines have been and
will continue to be unfavorable for economic growth, A high population
growth rate (estimated at 3,0% to 3.4% during the 1960's) has resulted
in a pkewedl age structure (467 below 15 years of age) and consequently
a high ratio of dependents supported by working age adults (about 87%)
in 1970, ‘thile overall economic growth averaging approximately six
percent during the 1960's was satisfactory in comparison with most other
developing countries, GNP per capita growth rate was limited to about
3% a year because of population increase. '

Philippine development prospects will be influenced over the medium
term more ©y past demographic trends than by current ones. In the long
run, prospacts will be increasingly influenced by ongoing population/
family plaaning efforts. On the basis of past trends, the labor force
is expectei to expand by about 2.77% per year in the 1970's resulting in
approximately 4 million net entrants. The total population is expected
to exceed 30 million by 1980 and, should the present rate of rural-urban
migration rontinue, the urban population would increase by about 6 million
to an estimated 17-18 million. Such an increase would make it difficult
to reverse the observable deterioration in urban conditions. Additional
demands will also be placed on the educational system (as enrollments
increase i1 the 1970's by an expected 3.2 million) and health and other
social services as well as on the zntire 2yricultural system,

Despite moderate growth in public expenditures for education and
health during the 1960's, per capita expenditure in real terms on these
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two services showed practically no improvement over the period. A
high rate of population growth combined with substantial price infla-
tion inhibited quantitative improvements in government-provided health
and government services.

Because of the high densities of small farmers in parts of Central
and Northern Luzon and the Eastern Visayas and the large number of en-~
trants in the labor force, there has been heavy migration from these
areas to Mindanao and to urban areas, particularly Manila. The rural-
to-urban migration rate estimated at about 5% a year has contributed
substantially to the deterioration of urban conditions. Further,
despite efforts to reduce the relatively high morbidity and death rates
from tuberculosis and water borne diseases, the Philippines is faced with
the prospect of increased public health problems if population growth out-
strips improvement in water, sewerage and health services.

During the past 15 years or so, the Philippines has imported food
but except for a few commodities, such as wheat and milk, food imports
have normally constituted only a small percentage of domestic require-
ments. Continued high population growth over the next 5-10 years com-
bined with anticipated increases in per capita income will intensify
already strong pressures on the food supply. Self-sufficiency in .
cereals (rice and corn) appears feasible within the next few years given
the central role of agricultural growth in the Government's strategy.

Malnutrition among young childrem - particularly in those families
having large numbers of children or in families with closely spaced
children - remains a serious problem, Ninety percent of Filipino
children aged 1 to 14 are underweight by age when measured against in-
ternationally agreed weight standards. Average completed family size
continues high at almost 6 children per family.

Philippine authorities generally recognize the seriousness of the
country's population problem and have moved much more rapidly than was
deemed likely or even possible as recently as 1970. The Philippines
has shifted from being a country with a pro-natalist policy to one
supporting an increasingly comprehensive population program. This change
has been achieved despite resistance from at least some elements of the
Catholic Church and other more conservative groups. In December 1972,

a Presidential Decree legalized all medically accepted methods of birth
control except abortion. The GOP has increased its budget support
relating to family planning from a relatively insignificant amount in
1970 to $6 million in FY 74, including local in-kind contributions.
Income tax and labor laws had been amended to encourage smaller families,
amnd recently, an official instruction to a11 mun1c1pa1 mayors requires
applicants for marriage llcense to presens 7. U s Livn they have
been counselled about iamily planning.
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During the last three years, the Government of the Philippines has
initiated and implemented numercus other population policies and programs
directed t¢ the goal of reducing population growth. A Commission on
Population established in 1970, administers the national population
program prcviding family planning clinic services, training, informationm,
education and cmnmunication services, and research. The program, which
now includes the operation of more than 2,200 family planning clinics,
is implemented by forty private and govermment agencies and is operative
in all provinces, municipalities and most barrios in the country. '

These efforts will now be sugmented by the activities of the
Population Center Foundation, a private institution established recently
with support of the Govermment of the Philippines, the Agency for In-
ternational Development, and the Rockefeller Foundation. The Population
Center Fourdatfon will function primarily as a grant-making foundation
rather thar an implementing agency and will direct its resources mainly
to the private sector. It will concentrate its efforts in three areas:
regearch, innovative programs and technical assistance.

The Philippine population/family planning program has greatly
benefited from strong support of both President and Mrs. Marcos and key
elements of the government structure. However, greater support involve=-
ment is both desirable and necessary from other quarters. In view of the
gravity of the problem and despite encouraging actions taken over the
past three or four years, further efforts are required to bring home to
various hierarchical levels of Philippine officials a full appreciation
of the consequences of continued rapid rates of population growth,

The Philippines' high population growth rate and its attendant
problems hsve received attention in recent years from a large number of
internatioral organizations and agencies. The Philippines suffers neither
from failure of the international community to recognize the seriousness
of the protlem nor from lack of external resources to attack it.

Exterr.al assistance is provided by A,I.D., the IBRD, the Ford
Foundation, the Rockefeller Foundation, Pathfinder Fund, the Asia Founda-
tion, United Nations Fund for Population Activities, International Planned
Parenthood Federation, Family Planning International Assistance, World
Neighbors, and the Government of Japan, among others. In calendar year
1974, such assistance accounted for about one-half of total program costs.

While AID continues to provide the bulk of external assistance,
gignificant contributions are being made by UNFPA to population-education
programs ir. public schools and to mass communications research and action
programs. Other donors are supporting activities such as management
training for program administrators (Ford Fouwna. sice” - TR
{condom) supplies (Japan); information and moiivai.on \Asia FDuadaL;Uu),
and pioneering in new approaches to providing contraceptives services
(FP1A, AVS, Pathfinder Fund, IPPF and World Neighbors). The Rockefeller
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Foundation is a major contributor to the Population Center Foundation.
The IBRD has recently obligated a $25 million loan to construct or re-
novate facilities for health and nutrition programs.and to further in-
tegrate family planning with health services. IBRD support also will
focus on training multi-purpose workers in health and family planning.
WHO is providing expanded and improved maternal and child health
services aml training, including family planning, in 25 selected pro-
vincial hospitals and expects to extend these services to an additional
75. In addition, selected training and consultation assistance is being
provided by U.S. universities and research organizations.

While much progress has been made in providing contraceptive services,
and surveys indicate the target population is now generally favorably
disposed to family planning, the more difficult task of closing the
"knowledge-practice gap'and persuading a large majority of child-bearing
age couples to take the particular actions necessary for small families
lies ahead. There is yet no reason to revise the GOP goal to reduce
the growth rate from 3% (1970) to 2.5% (1976), although it is increasiogly
clear that this ambitious pgoal will not be achieved without a major ex-
pansion of the availability of contraceptive services, particularly in
rural areas. The estimated 800 to 900,000 couples who are currently .
practicing contraception needs to be significantly increased to 1,500,000
to 1,800,000 users (25 to 30 percent of eligible couples) if a one-sixth
reduction in the birth rate from 43.2 per thousand in 1970 to 35.9 per
thousand by 1977 is to be achieved. The target may be reached if
performance in reducing marital fertility is markedly improved or if
other demographic variables such as increases in the age of marraige
continue to support a declining birth rate.

The program, unfortunately, has not yet developed a demographic
data base adequate to verify and confirm real impact on the birth rate.
Consequently, USAID, with the collaboration of demographic research
institutions in the Philippines, is strongly encouraging special efforts
including national and regional surveys to provide data for a comprehensive
demographic evaluation of the program. Preliminary analysis of the 1973
National Demographic Survey indicates that the continuing increase in
marital fertility experienced throughout this century has peaked and that
fertility rates are on a declining trend, at least among significant age
groups of married women.

In addition to the extensive infrastructure for the delivery of
contraceptive services that has been established, a more comprehensive
approach to population planning is rapidly evolving through the in-
corporation of population activities into the programs of other national
agencies and key departments concerned with economic and social develop-
ment. These include a number of rural-centered programs by Local Govern-
ment and Community Development, Education, Social Welfare, National
Defense, Labor, Agriculture, the Nutrition Council among others.
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An important shift in program emphagis in support of the above
strategy is planned by the new Executive Director of the Population
Commission. This shift is designed to place special emphasis on inter-
relationshiss between family planning per se and comprehensive rural
development. Characterized by major moves to decentralize planning and
program manigement down to regional,. provincial and lower levels. It
lays stress on working from the "ground up" rather than the top down
and is based on the assumption that now that the clinic infrastructure
is largely in place, the main task is reaching the rural barrio family.
It seeks to identify and utilize all available means to carry family
planning to the rural barrio. It recognizes both the importeance and the
limitation »f static clinics. It promises to strengthen both the planning
and operational role of the verious implementing private and public or-
ganizations - under policy guidance and coordination of the Population
Commission, and to enhance the role of local and provincial govermment
in the program. These alterations of the program are in line with views
long held by the USAID and promise to strengthen chances of achieving
program goals.

Froblems ani Opportunities

Future efforts to reduce rapid population growth in the Philippines
will requir: pursuit of two main streams of mutually reinforcing actions.
The first will be directed to further strengthening of a "Full Coverage
Delivery System" of contraceptive services ensuring their complete avail-
ability through both progrsm and non-program channels. This includes
improvement in the quality of these services and the mounting of addi-
tional outraach efforts directed primarily to rural populations. The
second line of complementary action can be categorized as "Achieving

.Greater Soclal Support for Lowered Fertility" by harnessing those natural

"allies" in the development process who can incorporate population/family
planning objectives in their activities.

Establishinz A Full Coverage Deljivery System

Extending coverage, availability and improving the quality of con-
traceptive services should aim at and hopefully result in increasing
the prevaleuace of contraceptive use among married couples of reproductive
age from tha current 18.0 percent to 30 percent or more through program
efforts. With aggressive and most likely subsidized commercial distri-
bution, it should be possible to enlist an additional 10-15 percent of
eligible coiples as regular contraceptive users. It is expected that
the introdu:tion and complete extension of newer contraceptive techno-
logies - particularly male and female sterilization - will contribute
significantly to achieving these goals.

It iz the present judgment of the GOP and USALID that achieving full
coverage and availability will remain a clear priority support objective

for the nex:t two-three years at a minimum. Whereas scme might disagree
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or be impatient with this pursuit of a ‘somewhat conventional program
appreach as opposed to greater emphasis upon so-called "demand creation"
efforts it should be recognized that the Philippines' family plamning
delivery system has not yet reached the stage where maximum impact from
the provision of services has been achieved., On the contrary, abundant
opportunities exist for obvious or gross ad justments to improve program
operations, for example, removal of supply constraints, better manpower
allocation, streamlining clinic procedures {including such fundamental
steps as paying motivators and other staff on time), full extension of
non-clinical supplies, and engaging the approximately 10,000 private
physicians in the nation who remain outside of program involvement.

The above kinds of straight-forward modifications in program operatioms
are essential and entirely possible to complete within a two-three year
time span. Once accomplished, it is reasonable to expect correspondingly
major results in terms of increased contraceptive practice.

Achieving Greater Social Support for lLowered Fertility

Essential as the achievement of the above first priority cbjective
may be, however, at some point soon it must be recognized that completed
Filipino family size now is six and the median “desired" number of
children tenaciously remains at four. This suggests that even full
coverage or availability of contraceptive services may succeed in reducing
Filipino completed family size by only two. To develop an effective
demand comparable to the availability of services and to change patterns
of human reproductive behavior toward an ultimate goal approaching re-
placement will require a better understanding of the culturally-relevant
determinants of Filipino fertility, Additionally, achievement of these
changes may require substantial financial and organizational investments
-~ the dimensions, details and timing of which can be developed in only
general terms at present.

Filipinos must substitute a smaller family norm for the present six-
child norm if serious overpopulation is to be avoided. External resources
can help, but the strategy, tactics and program must be devised and imple-
mented by Filipinos themselves in a "Filipino solution to a Filipino
problem." Fortunately, the Philippines has an impressive institutional
capacity, and social science research base for identifying and attempting
to modify factors critical to changing family formation attitudes. The
Philippines can muster the information, education, communication and
related motivational and social development talent and other resources
needed to influence those critical variables once identified,

In addition, the desirability and, indeed, necessity of linking
population/family planning objectives to other development and modern-
ization activities is increasingly recognized by both the private and
public sectors in the Philippines as well as by major donors. Important
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"“allies" in the effort to reduce rapid population growth have yet

to be fully engaged, e.g. agricultural extension and rural develop-
ment, land reform and local government and community development.
(Education is a stand-out exception and rapid strides are being made
incorporiting population materials in the entire school system,)

Collectively, these potential allies can and ultimately must
{a) serve as sources of information, persuasion and referral for
potential contraceptive users and (b) incorporate in their respective
program .activities specific efforts designed to generate greater
social support for lower fertility and especially the adoption of
new norms3 favoring smaller completed family size.

As achieving a "full coverage delivery system" approaches reality
and viabllity, this yet-to-be precisely designed package of reinforcing
actions should be developed and pilot-tested for feasibility, cost
benefit, political acceptabiiity, and administrative and financial con-
trol. Once such support is routinely and fully forthcoming from other
developmunt sector efforts, it is to be hoped that a major dampening
impact on fertility can be obtained so that any need to resort to more
administratively-determined or restrictive measures can be avoided,

Forward ].ook

There are several ways to grapple with the question, "What con-
stitutes success in population/family planning?" Two concepts, one
quantifiable in terms of measured change in national fertility behavior
and the other, partially quantifiable but also judgmental regarding the
capacity of the host country to effectively reduce rapid rates of popula-
tion growth provide a perspective for elaboratiom.

A ‘rame of reference regarding the setting of short, intermediate
and long-term goalas for fertility levels (and rates of population growth)
can be obtained from the attached graph, "Projected Population Size Under
Varying rertility Assumptions: 1970-2070",

For purposes of determining when external support should be phased
down or completely ended in the Philippines, the following kinds of bench-
marks could be considered:

Measure Action
1. Crude Birth Rate (CBR) 35/1000 or Full, multi-faceted support.

greater (generally equivalent to
annuatl growth rate of 2.5% or greater)

2. CBR 30/1000 and annual growth rate Moderate phase-down sf sup-
approximately 2.0% : port providing younger age-
specific fertility rates
trending downward.
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Measure Action

3. CBR 20-25/1000 suggesting annual Shift to selective,
growth rate of 1.07 - 1.5% . modest support levels,

4, CBR below 20/1000 and annual Discontinue external

- growth rate of 1% or less - assistance.

Examined somewhat differently, the timing of adoption of lower
family size norms could alsoc be used as a gauge for determining levels
of external assistance, (Fortunately, techniques of demographic analysis
can provide insights about trends in fertility without waiting for suc-
ceeding generations to pass beyond child-bearing age.) These bench~
marks might look like this:

1. PFive to six-child family norm Full support

2. Four to five-child norm Full support

3. Four-child norm Full support

4, Three to four-child norm  Moderate support

5. Three~-child norm | Modest, selective support
6. Two to Ehree-child norm Discontinue support

The obvious question arises, "When will a country like the Phflip-
pines adopt a five, four, three and ultimately two child (replacement)
family size norm?" The aunswer, unfortunately equally obvious, is that
"No one knows."” It might be argued that lower family size norms will not
be adopted soon enough to avoid increases in death rates resulting, for
example, from inadequate food supplies. Alternately, economic pressures
related to shortages in food supply, scarcity of employment and rising
aspirations for more material goods may combine to bring about fundamental
changes in reproductive behavior much sooner.

Without debating the ultimate logic of the Malthusian equation, how-
ever, what can we reasonably anticipate? OQur present speculation is as
follows:

1, A four-child norm seems possible by 1980 if vigorous attempts
to provide a Full Coverage Delivery System succeed in the next
two-three years. Any delay in implementing that system will
cause a corresponding delay in achieving the former.

2. A three-child norm might be attainable by 1985-90 if the Full
Coverage Delivery System is supplemented by comprehensive and
vigorous measures to achieve Greater Social Support for Lowered
Fertility by the end of this decade.
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One must also consider measures of the capacity of the Philip~
pimves to effectively deal with reducing rapid rates of growth., As
this capacity matures and gaina confidence (which is rapidly evolving),
the need for external support correspondingly diminishes. As illus-
trated above, the indicators of reduced crude birth rates and adoption
of lower family-size norms will previde overall measures of program
effectiveness. This canm be further disaggregated by separate asasess-
ments of vital program components such as organization, use of tech-
nology, qualifications of persomnel, definition of task and resources
required. -

As this institutional capacity and competence 18 acquired, the
need for extarnal support changes and presumably lessens. At a minimunm,
external support needs become more selective, e.g. continued import of
some contraceptive commodities and continued training but much less
subsidization of local costs.
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POPULATION/FAMILY PLANNING
Background

. The present Philippine population/family planning program began in
June 1967 when USAID signed a2 project agreement with the National Economic
Council. Under this agreement USAID provided funds to establish clinics
and to conduct training programs for a number of private organizations
and institutions, This support included commodities, salaries and
operating costs and was channeled through the Project Office for Maternal
and Child Health in the Department of Health. Subsequent agreements in-
cressed the number of organizations supported and the level of AID
assistance, GOP gssistance to the program however could, at best, be
described az minimal. Indeed, until relatively recently it was thoughit
that although the Philippines had one of the highest population growth
rates in the world, its population was unreceptive to family planning
programs. [In late 1968, for instance, only two-to-three percent of the
women in the Philippines were using modern contraceptive techniques and
contraception was not discussed openly.

This situation changed significantly when, in January 1970, President
Marcos declared that a reduction in population growth rate would be an
abjective of his administration and i{m July 1970 established a Commission
on Population. The scope of family planning activities grew rapidly
stimulated no doubt by the President's amnounced favorable policy but made
possible by substantial USAID financfal assistance which was now channélled
through the new Commission on Population., While formerly the Philippines
exhibited a generally negative attitude toward conception control there is
now a political and cultural climate where the reduction of the population
growth rate is a national goal actively pursued.

Current Effors

The present program enlists numerous private and public organizations
in the clinlcal, research, evaluation, information, training, planning and
management aspects of a comprehensive effort to reduce the number of births.
The majority of USAID funding continues to be channelled through the Com-
missiuvn on Population (POPCOM). The primary goal of the program igs to make
contraceptive service available to at least 80% of the people who need and
want them, along with Iinformation as to how the services may be used effect- .
ively. To this end a considerable proportion of the USAID effort is directed
to providing the present 2,194 family planning clinics with the contraceptives
and medical supplies necessary for their operation. Budgetary support for
the operation of these clinics is also being provided. This support has been
provided on a percentage basls with the USAID share decreasing as GOP budget-
ary support has increased. In FY 1965, the last year for such
support, the USAID percentage will have decreased to 20%.



Other efforts involve the training of paramedics to enable them o
dispose oral contraceptives and insert IUD's; training physicians in
sterilization techniques, providing the equipment necessary and encouraging
the inclusion of sterilization in medical school curricula; supporting a
pilet project to market subsidized condoms through commercial outlets; and
supporting a Barrio Resupply Point project designed to insure a constant
supply of oral contraceptives in the barrios and to greatly increase the
ease with which oral contraceptives are dispensed. In addition, support
has been given to the establishment of il Regional Centers for the
Commission on Population, and to demographic research and surveys. Through
FY 1974 USAID commitments to tie Philippine population program have totalled
$29.6 million.

Future Effort

Full Coverage Delivery System - With regard to our first priority
objective of assisting the GOP to achie ve a Full Coverage Family Planning

Delivery System, USAID intends to:

1. Support the Population Commission as required to implement an
expanding service and motivational program with part1cu1ar empha$is upon
reaching rural populations more effectively.

2. Support the Population Center Foundation (PCF) and through it,
those private sector agencies which can continue to provide a large share
of family planning services throughout the nation. Also, through the PCF
we anticipate supporting the further development of institutional capacity
in research, demographic measurement, amd innovative schemes designed to
increase levels of contraceptive use.

3. Continue vital commodity support, particularly for imported con-
traceptive requirements, for a period of five years or longer depending
upon the development of local productive capacity, government and other
donor support.

4. Strive to maintain a "flexible response capacity" so that
resources required for unanticipated new program activities will be ade-
quately and quickly be available.

Generating Greater Social Support for Lowered Fertility - In the

broad and only partly defined area of generating Greater Social Support
for Lowered Fertility, the possible role of USAID is less clear than in
the first priority area of establishing a Full Coverage Delivery System.
Nevertheless, conventional and emerging wisdom on this subject can be
translated into country-specilic population policict vl actlons that
will assure an integrated exposure for all citizen within the country to
relevant knowledge of the local consequences of different patterns of
reproductive behavior. In furtherance of this goal and as opportunities
present themselves, USAID proposes to:
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1, Support promising research and demonstration efforts through
the Population Center Foundation and other institutions with capa-
bilities in the social sciences applicable to community and rural

progy ams .,

2, Frovide modest "risk capital"” for demonstration activities if
alternate sources of funding are not available.

3. Work energetically within other USAID-supported programs, e.g.
PDAP and Regional Planning, Agriculture and Rural Development and Futri-
tion to determine how population/family planning objectives can be
incorporated and furthered in the entire spectrum of orgamnized develop-
ment activity. (This does not "imply use of Title X funds for elementary
education, cottage industry programs or rural infrastructure development.
Instead, it suggests selective use of population monies for imcremental,
"seeding" activities directly related to population/family planning
objectives with measurable and attributable fertility control payoffs,
The whole thrust of proposed action in this area is to enlist natural
allies and mobilize supporting forces similar to what already is under-
way Iin the fields of population education, home economics and nutrition
extension and social work.)

Support costs associated with this dimension of anticipated program
effort can now only be speculated. Presumably, a major portion of these
actions will be sponsored by the Population Commission, the Population
Center Foundation and more importantly, by the operating departments and
agencies concerned. With the addition of modest institution building and
training support, assistance on the order of $100-150,000 during FY75
gradually lncreasing to probably no more than $300-400,000 in four to
five years now seems reasonable given the pace of developments in this
area and the still untested absorptive capacity of participating organi-
zations, —

Refinements of Future Program - A joint US/GOP program review and
anning eitercise will be conduct uring January/February 1975. The
reqults of this revie ermine in large part the scope and nature
on assistance in FY76 and future years and will provide
the basis or a new joint USAID/GOP/private sector program. The plans
for the program are expected to be ready for submiss1on to Wash1ngton in

the middle of the calendar year. ~—— -
I e etk i A A ST S e,

The currently approved PROP provides a comprehensive statement of
the Philippine population problem and actions being taken to deal with
it, The reader is referred to that document as well as to the various
special documents on population/family planning in the Philippines which
have been provided to AID/W, especially the "Four Year Population Program'

of the Population Commission and the Commission's Annual Reporet.

pe
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End Results and Beneficiaries

If the goal of reducing birth rates is to be met, greater emphasis
on rural areas heretofore untouched by the program must be targeted.
Implementation of the new outreach strategy discussed above will extend
the program's coverage and broaden the base of beneficiaries to the
lowest economic strata of the country as well as to the geographically
inaccessible,

the median age is approaching 28 with more than half of recorded acceptors
having 3 or fewer living children, Those using the clinics to date have
had a higher education than the average for the population and, typically,
have been urban residents rather than rural. Again, the concentration

on rural outreach activities in the future should bring the program to
more of the barrio poor. Cumulative acceptor statistics indicate pro-
bably one million women are practicing contraception under the natiomal
program with the new recruits apparently reaching a plateau at about
50-60,000 per month. This represents about 18% of the eligible population.
Current expectations are that the number of women in this category, i.e,
those practising contraception under the national program, can be increased
to between 1,5 and 1,8 million by 1977,

u Analysis of recent new acceptors into the national program indicates

Future U.S. Role

Organized attempts to reduce rapid population growth in developing
societies are new and only partially proven. Despite the increasing
complexity of such programs, clearly the Philippines' effort is emerging
as one of the most vigorous, comprehensive and promising of any in Asia.
Because it is important for Philippine national welfare that this program
succeed and secondly, because it can serve as a useful model to others,
USAID support should comtinue at levels commensurate with the recent
past so long as our assistance is requested and continues to be useful,

) Pending further review and refinement planned for the first half of
calendar year 1975, we now estimate program assistance during the next
three-five year period should be at a level of about %5 million per year
with approximately half and perhaps somewhat more allocated to purchase
contraceptives and related materials, Estimates of requirements beyond
that time frame cannot be made at present.

-56-



Figure 2
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Figure 3
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NUTRITION SECTOR

Present Situation

Averagz nutritional standards in the Philippines are among the
lowest of any country in the world. The basic reasons for the serious
Philippine nutritional situation are insufficient domestic food produc=-
tion and maldistribution of available foods. Average calories available
per capita are about 2,000 and gverage intake 1a about 1700. Average
proteins aviilable per capita are 50 grams and average intake is about
46 grame. The average or per capita intake data do not accurately ref-
lect the consumption levels of the poorest third of the population. The
daily per capita calorie and protein intake for these people is estimated
to be at least 25 to 30 percent below standard. A large majority of
Filipino farmers, themselves and their fagmilies comprising about 70% of
the populatlon, exist on their own food production at barest subsistence
levels, almost outside the cash economy. The average Filipino on the
island of Samar, for instance, consumes less than 1500 calories per day,
produces ve:y little for himself and much less for the market.

The Philippine recommended daily average (RDA) per capita calorie
intake is 2,000 and protein intake is 50 grams. Estimated daily per
capital calorie intake in nearby countries are: Taiwan, 2,350 calories;
Japan, 2,300 calories; South Korea, 2,200 calories; Malaysia, 2,100
calories.

The very poor nutritional status of the Philippine population is
widely recognized as a major social and economic development deterrent.
The Philipp:ne Govermment and private sectors have become increasingly
aware of th:s critical malnutrition problem over the last 15 years.

Since 1970, both the govermment and private sectors, with the coopera-
tion of private, govermmental, and international assistance organizatioms,
have mobilized resources and organized efforts to combat the problem.

The baszic analysis of the problem has shown that the Philippines,
excluding its major food exports, coconut and sugar crops, simply does
not produce sufficient calories or protein to feed its population ade-
quately nor are the shortfalils in foods imported. Further, this situation
has prevalled for the past 75 years. Even in 1900 when the Philippines
had a population of only about five million, its average caloric and pro-
tein intakes appear to have been no better than those ¢f today. The
Philippines has had to import rice, its major food crop, in all but 3 of
the last 75 years. While increasing, total domestic food production
available for human consumption seems to be barely keeping pace with
population increase.

At the end of World War II the nutritional status iam such neighbor-
ing countries as Japan, Scuth Korea, Taiwan, Hongkong, and Singapore was
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about equal or only slightly better than that of the Philippines. . The
malnutrition problem in most of these neighboring countries was largely
solved primarily through increased per capita agricultural productivity
and improved family incomes assBted by some deliberate nutritional in-
terventions. In a sense, this was an evolutionary solution resulting
from increased per capita incomes more or less equally distributed among
the whole population. Additional food was among the first items pur-
chased from these increased incomes.

Unfortunately, though there has been considerable increase in real
per capita GNP in the Philippines since World War 1I, the increase has
not reached the entire population equally or even proportionally. In
fact, per capita real incomes of more tham 50 percent of the rural
peoples have not increased materially. Consequently, there has been no
particular improvement in their nutritional status resulting from family
income change; nor has there been any significant per capita increase in
their agricultural productivity. While improvements in rural income and
agricultural productivity are expected during the near term, their level
combined with expected population increases wiil not be sufficient to
achieve significant improvements in the Philippine nutrition situation
in the near future.

Current Program

Confronted with the reality of insufficient food and the uncertainty
of rapidly increasing agricultural productivity, the Philippine Govern-
ment and its development partners, in particular USAID, have undertaken
as first priority a direct, targeted, nutritional intervention aimed at
curing the most seriously undernourished children in the country through
age 14, gilving first emphasis to pre-schoolers through age 5.

The approach being employed to implement this strategy is to identify
over a four-year period the most seriously undernourished within the six
moniths to five years age group, an estimated 7,000,000 children or 35% of
all children in this age bracket, and to provide them with supplemental
feeding to correct their severe undernourishment. The major source of
this supplemental food has been U,5, PL480 Title II donations provided
through private voluntary agencies, particularly Catholic Relief Services,
Church WorldServices, and CARE. This targeted effort has been geing on
for nearly three years reaching as many as 2 million school children in
1972~73, 950,000 in 1974, and 450,000 pre~schoolers and their pregnant
and nursing mothers in 1974.

Significant New Developments

Results of this feeding effort indicate that the most serious
under -nourigshment can be corrected among more than 70% of the recipients.
Recognizing that this direct approach to under-nourished Filipino child-
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ren works, the GOP has established it as a major element of its nutrition
program. To maximize the benefits of this effort and to coordinate it
with other activities in the nutrition area, a National Nutritionm Coun-
cil was established in June 1974, which is a central government structure
to coordinate and direct nutritional activities natiomwide, At the same
time, private bodiea under Executive Decree have set up a private nutri-
tion foundat:on known as the Nutrition Center of the Philippines, to
increase private and international support and give guidance for the
Philippine nutrition effort.

A number of activities by both public and private institutions are
carried on 1ir support of the nutritional rehabilitation efforts. Govern-
ment sclentists have developed a low-cost pre-cooked weaning food proto-
type which is currently being explored by private industry for commercial
production. The prototype is based entirely on local produce (rice,
coconut, mongo bean, and fish). _ :

Studies are alsc under way in government and private laboratories
to identify local flour sources (banana, sweet potatoes, cassava, de-
fatted coconut) that can be uged to partially replace the cereal staples
(rice, corn and imported wheat). This is part of a nationwide campaign
to conserve cereals and bring about a greater diversification of the
diet.

Govermment scientists, in cooperation with private medical schools,
are also conducting research to identify ways in which nutrition services
can be integrated with other health services, particularly in delivery
‘systems for reaching mothers and young children. These studies also in-
clude cost/benefit computations of verious interventions which affect
growth and development of infants (sanitation, water supply, food, immu-
nizations, eta).

To insure strongest directisn and coordination for this Philippine
nutrition effort, a highly qualified physician/nutrition scientist has
been appointed concurrently as the Executive Director of both the
National Mutr:tion Council and the Nutrition Center of the Philippines.

National Philippine Nutrition policy, enunciated in z Four-Year
Philippine Nutrition Program, is to carry out a broad-scale attack em-
ploying all types of interventioms in coordinated efforts to eradicate
undernourishment.

Since the reasons for serious malnutrition are broader than the basic
problem of insufficient food, other contributing factors have been iden-
tified., Among the most important of these are inhibiting cultural prac-
tices such as poor basic eating and agricultural practices. Most Filipino
families neither grow nor eat many fruits, vegetables, or root crops.

This circumstance prevails despite the fact that most parts of the
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Philippines enjoy soil and weather conditions conducive to easy pro-
duction of these basic foods. These cultural practices can only be
changed through strong, continuing information, and education efforts.

Prospects for the Future

The GOP realizes this and has launched a four-year home, school,
and community garden program to promote increased local food production
for local coansumption, especially among targeted undernourished. This
Program is known locally as the Green Revolution and stresses local pro-
duction of vegetables, rootcrops, and fruits to supplement and ultimate-
ly replace imported donated food supplies. The Program is linked with
the Philippine Nutrition Program which supports it and other interven-
tions with massive continuing information and education efforts.

Further factors conmtributing to Philippine undermourishment are a
lack of common nutrition knowledge among the vast majority of the popu~
lation, poor weaning practices, poor child spacing, and too many child-
ren, poor public health practices, and poor distribution of available
foods within or between families.

The average Filipino infant, for instance, during the first four
months, grows at a rate equal to that of the average infant in the U,S,
Between the 5th and 12th month, however, severe growth depression sets in,
resulting in an average body weight of only 78-80% standard at one year
of age. This is related to the recognized poor Filipino weaning prac-
tices, namely diluted milk formulas or diluted rice gruel. These weaning
foods are not adequate, particularly since the mother may also be in a
caloric deficit resulting in decreased breast milk for the nursimg infant.
Thus, during the second six months of life, insufficient calories lead to
poor growth and this, combined with an unsanitary environment, which
leads to diarrheas or other infectious diseases, further reduces the ef-
fectiveness of the already inadequate food supply. Close child spacing,
which usually leads to large families, results in infants being denied
mother’s milk as they are displaced by still younger siblings. As a
result, Filipino infants experience twice as much malnutrition if the
next birth in the family occurs early (18 months or less) rather: than
late (31 months or longer). The close spacing results in more malnou-
rishment among the young, increasing from 35% in families with only one
pre-school child to 49% in families with three pre-schoolers.

The GOP is developing interventions to change these debilitating
practices in order to improve the nutritional status of Filipino infants
and young children.

The GOP now realizes the importance of correcting Filipino under-

nourishment and that this must be done by assuring that all its citizens
have enough proper foods to eat. This requires the management and target-
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ing the nation's total food supply and ¢he provision and equitable dis-
tributicn of enough food for every person. To achieve this in view of
population increases will require within the next few years an inerease
of about 20% over current food availabilities.

As a realistic priority, however, the Philippines will first under-
take to fill the calorie and protein gap for its sevem million most
seriously undernourished children. This will require & real increase of
about 5% in total food availabilities. The government expects to make
up this food deficit through obtaining increased food donations from in-
ternaticnal sources, increased local food production from the Green
Revolution and from its regular-national agricultural campaigns for
grains and feeds, from increased food imports financed through con-
cesgional loans,and,finally, thru regular commercial import channels.

Corsideration 18 now being given to developing and improving the
mechanism for getting this increased food supply and other nutritional
interventions to the target groups. A nationwide weighing campaign for
pre-schcolers called "Operation Weigh" has been started which, through
weight for age measurements, identified the most seriously undermourished
children through age 6. Once identified, those in third degree mal-
nutriticn, expected to be about 6% of the total in this .age group or
420,000, will be "adopted” by local barrio school teachers and "barangay"
leaders for correction of their nutritional deficiencies. Since the
Philippines has one of the world's highest child mortality experience
(deaths among 1-4 year old children as a percentage of all deaths),more
than 507 of thore pre-schoolers in third degree malnutrition can be
expected to die without nutrition corrections., This intervention is
seen as an emergency effort aimed at saving lives now. To extend the -
outreach to the maximum number possible within this most seriously
undernourished segment, consideration is being given to the use of a
food stemp-type plan which would enable parents of these children to
acqulre the necessary supplemental foods to cure these children, The
City of Manila is now experimenting with a food stamp plan.

A food stamp plan is also being considered as perhaps the best way
to insure that most seriously undernourished Filipinos gain access to an
equable share of the nation's available food, including the augmented
food supply the government hopeg can be made available both thru local
production and through increased imports.

The GOP is in the midst of a Four~Yesr National Philippine Nutrition
Program to carry out these interventions, By the end of this program it
is expected that the Philippines will have made major inrcads in quanti-
fying its nutrition problem, developing the organization, administration
and supporting research to manage its nutritional responses, and will
actually correct a significant part of the malnutrition of the most
seriously undernourished Filipinos through age 14,
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It will also be preventing sizable amounts of malnutrition from
occurring. There will also be in place program and delivery systems
which will enable the undernourished to take significant steps to
correct their own undernourishment,

Looking shead further, it is expected that by 1985 the Philippines
will be able to achieve its own minimum recommended per capita calorie
intake of 2,000 calories and 50 grams of protein. Even this will still
be below generally accepted world caloric intake standards, and the
Philippines will not be satisfied with its nutrition efforts until
world standards are met. :

The Philippines is already quite far along in developing a compre-
hensive national nutrition effort which may well serve as a model for
other developing nations confronted with similar problems. Just as the
world has turned to the Philippines for its internationally collabora-
tive achievements in miracle rice, it is felt that it can also turn for
- nutritional experience in the years ahead == a period when malnutrition
as a world problem and a deterrent to human development will be of ut-
most concern and importance.

In addition to AID, American Voluntary Agencieg and U,R. agencies
such as UNICEF, WHO, and WFP have played important roles in the
Philippine nutrition efforts to date. Much basic progress has been
made and continued foreign assistance is viewed as both useful and
necessary to that point when it becomes evident that malnutrition is no
longer one of the Philippines' most serious problems and development
deterrents,
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NUTRITION

Background

The GOP has long been aware of a malnutrition problem and its
relatiorship to high morbidity and mortality in infants and children.
During the past two and a half decades, much work has been done in the
field of nutritfom by both government and private sectors. The mal-
nutriticn problem is reccgnized as caused by several factors: inadequate
food supply (under production) and low fncomes (low purchasfng power for
food) s:re major factors but poor food habits and unequal distribution
of food within the families are also major factors in precipitating child
malnutrition.

U.5. support to nutrition efforts in the Philippines started in
1950 when the Voluntary Agencies first mounted large Title III, and
later Title II, food assistance programs to the Philippines in untargeted
efforts to help cover basic Fllipino food shortages among low income
familiesi. In 1957 USAID and the National Institute of Health started
its direct involvement in nutrition by financing a study of the nutri-
tional status of Filipinos. 1In the late 1960s USAID began to plan
activities with the Department of Health to alleviate the extensive
severe nalnutrition found among pre-school children. In 1969, AID/W
providec. Incentive Grants to CRS/Philippines and Foster Parents Plan
to use 1itle II foods in pilot Mothercraft Centers in Manila slums.
These projects monitored by the Nutrition Advisors office provided daily
feeding for pre-schoolers and nutrition education for their mothers.

By 1970, USAID resolved that continuing Title II voluntary agency
food asnistance could only be justified if it were targeted to the mal-
nourished in ways where the results of supplemental feeding could be
measured against definite nutritional targets and a significant number
of the neverely malnourished cured.

Baned on earlier USAID, CRS and GOP pilot projects, the VolAgs, GOP
and USAD developed targeted Title II nutrition programs for malnourished
infants, pre-schoolers, pregnant and nursing mothers and elementary school
children. These programs were called the Targeted Maternal Child Heaith
Program (IMCH) for malnourished children ages six months thru six years
and their pregnant and nursing mothers; and the Philippine School Nutrition
Program (PSNP) for malnourished and underweight elementary school children,

Current Effort
The years 1970 through 1972 were transition years during which these
major T.tle II programs became targeted on the malnourished. Constant

evaluations and refinements were made to assure that they actually
corrected the malnourishment of a substantial majority of the participants,
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Extensive training was provided and private and govermment workers were
enlisted to extend the outreach,

The TMCH program, mounted mainly by CRS and CWS, quickly became the
major national, nutritional, supplementary feeding for pre-schoolers and
mothers. This program is being serviced by more than 200 church-paid .
nutritionists and 400 nutrition aides as well as by 600 government tech-
nicians.

An elementary school nutrftion effort thru CARE, CRS and the De-
partment of Education and Culture was also developed with USAID assist-
ance. This program uses a 500 Calorie, 17 gram protein Nutribun.
Enrollees in the school feeding program are weighed and receive nutrition
instruction. School gardens are encouraged both to provide supplemental
food and to train and direct students to home gardening as an integral
part of the Program.

These well-developed and disciplined TMCH and school programshave
helped create a nutrition awareness throughout the Philippines and serve
as a solid foundation for the accelerating Philippine Nutrition Program.
Though they may employ supplewmental feeding as a main input, they also
include many other interventions such as education, local food produc~
tion, and research. Additionally, they are excellent vehicles for the
introduction of other nutritional interventions planned by the GOP.

Our past and continuing support to the Philippine Nutrition Program
has been spearheaded by the work of contract personnel from Virginia
Polytechnic and State University (VPI) as well as by helpful technical
assistance from Washington arranged through AID/W's Technical Assistance
Bureau (TAB).

VPI and TAB personnel have been particularly involved in overall
planning assistance and in developing local flour extenders, testing
community health delivery systems (with a nutritional component), and
devising pilot schemes on food processing. Another institution, Texas
A & M University, is under contract with AID to develop coconut skim
milk as a high protein infant food and will start fieldwork in the
Philippines in Januwary 1975.

Future Effort

During the period FY 1974-78 USAID has set as its program goals the
following:

(1) The reducing of moderate and severe malnutrition in the pre-school
child population approximately 25 percent, from a prevalence of
about 35 percent to a prevalence of 27%. Further, the GOP has set
as an expanded program goal an intensive nutrition information and
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education campaign which should reduce further malnutrition among
the young, particularly if improved weaning practices are achieved.

{2) The improvement of the nutritional health of 10% of the elementary
school age population through PL4B0 Title II food assistance on a
phase -down schedule. Further, in cooperation with both public and
private agencies (Department of Education and Social Action Agency
of thz2 Catholic Church, Philippines) USAID and the GOP expect to
reach 90% of the nation's elementary schools and 4.4 million house-
holds with a program of home or school gardens and a means of re-
placing requirements for donated commodities in both school and
pre-s:hool child feeding program., Again, if there is reasonable
success in this Green Revolution campaign the improvement of school
and pre-school child nutritional health should be considerably
above the goals set by USAID in its assistance effort.

Recognizing an even further need to marshall public, private and
international regources for a coordinated attack on severe malnutrition
problems, the Philippines First Lady founded the Nutrition Center of
the Philipsines in July 1974, This Center is to help insure the mobili-
zation of all sectors of the country and to solicit interest from abroad
to support its humanitarian efforts of relieving hunger and preventing
retarded physical and mental development and malnutrition in the Philip-
pines with major focus on infants and pre-schoolers. In its research
and planning role, the Center will continually examine all nutrition
activities, public and private, tc determine how improvements can be
made and how new interventions or imnovations can be introduced in fur-
therance of improved mational nutritional health,.

NCP's information, education, and commnication role is to use all

| available media to reach the general public with practical knowledge aimed

at improvewment of dietary practices. Particular attention will be
directed to the education of mothers to improve infant and pre-school
child feeding methods.

Many other nutritional interventions are also underway or being
developed with USAID essistance. They include the development of an
extensive information and education capacity to reach almost every
Filipino citizen with nutritional knowledge on a continuing basis; an
improved research program to develop indigenous food resources that can
be used in place of or as extenders. of donated or commercially imported
goods (coconut flour and coconut skim milk, banana flour, blended weaning
food, leaf protein, etc.). The GOP is also being encouraged to consider
targeting its own food resources to its most undernourished peoples
through use of foodstamp-type plan to insure their nutritionmal correction
and capacity to make a productive contribution toward socizl and econo-
mic development. The GOP is also increasing its own peso contributions
to solving its nutrition problem and is expected to budget about thirty
million penos directly for this purpose in FY 1976,
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Beneficiaries

USAID considers this nutrition project as one of its primcipal
efforts to reach large numbers of the Philippines lowest income peoples.
This effort is particularly targeted on women who play the most im-
portant role in its success while enjoying direct personal benefits of
better family health and increased income. The project outreach is on
a continuing sustained basis. The improved nutrition, family planning,
home food production and family life knowledge imparted directly
benefit millions of Filipino families. This project is a cornerstone
for the social and economic development of the Philippines. Through
the Targeted Maternmal Child Health Program approximately 1l million
families will be reached. Through the School Nutrition Program 650,000
of a million families will be reached. Through the Green Revolution
Program approximately 4 million families will be reached. In all of
these efforts the focus is on low income families, and we estimate that
the lowest third income class is often reached by 2 or more of these
interventions. In addition, improved nutritional health as measured by
better growth and development in children will benefit approximately
800,000 pre-aschool children and an equal number of elementary school
age children.

Summary of Future U,5. Role

USAID is hopeful that these extensive efforts by Philippine public
and private agencies will reduce the malnutrition problem by one third
in the next 5 years. At that time, USAID assistance should be phased-
out or at most extended 2-3 years on a considerably reduced schedule.
Eradication of 90% of the malnutrition problem is possible in one decade
if the program continues to receive GOP and private support at the levels
now being planned. The importance of a successful family planning com-
panion program, however, is of paramount importance since the population
pressure on the food supply and large families vying for limited foods
are major deterrents in achieving an adequate food consumption level.
The families reached by the nutrition program (large families with low
income and inadequate food) are a prime target for population planning.
A continuous, vigorously-supported viable nutrition program can actually
serve as one of the most logical means of entry for family planning pro-
gram in those homes which are in large measure responsible for rapid
population growth and high birth rates.
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Table 6
- NUTRITIONAL DRTERIORATION IN NURSING INPANTs®/

(8ince breastfeeding is still much more common than bottle-feeding
in the rural areas, it i3 felt that the newly-born infant is reason-
ably well-nourished. However, from 6 months of age onward, the
mother's 'poor nutritional state leads to inadequate breast milk,
sarly wesning, and nutritional deterioration of her infant.)

Age (mos.) % of Standard Weight
) 93
7 o 90
8 88
9 86

10 84
1} 82
12 BQ
15 : 79
24 79
48 79

5!Ma. Minda Caedo, Victoria Santiago, and R. W. Engel, "Report
of the Bulacan Province Nutrition and Family Planning Program'",
December, 1972. 1In manuscript form, Nutrition Division, USAID/Manila,
Philippines.
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Table _7_..
AGE-SPECIFIC FOOD INTAKE ADEQUACY, PHILIPPINES-‘-’-’
1959-1969

(The age-specific food intake data reinforces the view that infants,
preschool children, elementary school children, and pregnant and
lactating mothers are at greatest risk.)

CALORIES PROTEIN
Ave, % of Ave. % of

Intake RDA ° Intake RDA

{Cal.} (grams)

Children 1-3 years 829 64 27.3 105
4-6 1,103 69 30.3 94

7-9 1,301 68 39.0 93

10-12 1,439 63 42.2 94

Boys 13-15 1,547 55 49.0 80
16-20 1,695 61 49.6 76

Girls 13-15 1,547 67 35.0 68
16-20 1,352 64 45.2 75

Man 1,742 73 53.3 85
Woman 1,602 B9 44 .8 81
Pregnancy 3,464 64 43.7 67
Lactation 1,339 46 41.7 56

8/"hat is Protein Gap?'", Carmen L1. Intengan, Philippine Journal
of Nutrition, XXV, January-March, 1972.
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AQUACULTURE DEVELOPMENT

Background -

Aquaculture is the production of freshwater and marine animals and
plants through husbandry, Fish, and to a lesser extent shrimp and’
oysters, sre by far the most important organisms in aquaculture from a
stapndpoint of both economics and food production. Today, about 85 per-
cent of thte fish consumed by Filipinos is captured from wild stocks, but
most stocks are overfished or at least already exploited fully and re-
latively few stocks are open to further exploitation, The other 15
percent of consumption is produced in aquaculture or imported {about 2%).

After rice, fish is the most important source of total proteim in
the diet cf low income Filipinos., It is the single most important source
of animal protein in their diet, and ranks ahead of pork, beef, poultry
and eggs. It should be noted that fish is more desirable and higher
quality scurce of protein than rice or corn. According to a survey
conducted in May 1973, among the very lowest income group of Filipinos
(less thar P400 per capita per annum), fish provided about 20 percent
of total grotein intake and made up 61 percent of their animal protein
intake.

The Fhilippines currently produces annually about 100,000 m.t. of
fish in 175,000 ha. of fishponds for an average of 520 kg/ha/yr. This
arearepresents about 8 percent of the world's 2,2 million hectares of
ponds in fish culture, but yields only about 2 percent of the world's
productior. of 5 to 6 million m.t. from fishponds. However, the
Philippines has a very high potential for aquaculturaldevelopment.
Yields can be increased to at least 2,000 kg/ha/yr. Areas available for
fighfarm expansion include about 500,000 ha. of swamplands and other
areas well suited for fishponds but poorly suited for other forms of
agriculture. 1In addition, the Philippines has ideal climate for growing
fish. There are adequate financing institutions and an ideal social
climate, i.e., fishfarming is a highly respected occupation. Aquaculture
fish have high consumer acceptability. Fishfarmers are responsive to
improved technology. People and other agricultural crops are rarely
displaced by aquacultural development,

A highly aignificant aspect of aquaculture in the Philippines is
its large potential for employment generation. Over 130,000 people are
now employed in aquaculture, but many times this number could be in-
volved within the next five years on part time basis if rice paddy fish
culture proves to be as productive as research results indicate (con-
clusive results on the practicality and feasibility of simultaneously
raising tilapia and IR 26 rice are expected by mid-1975).
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Between FY 71 and FY 74 the AID input into fish production was a
two-man Auburn University team contracted under the now completed In-
land Fishery Project which helped to establish two research facilities.
The first of these is a freshwater atation at Munoz, Nueva Ecija, joint-
ly operated by Central Luzon State University (CLSU) and the University
of the Philippines College of Fisheries (UPCF) and a brackishwater
station located at Leganes, Iloilo operated by the UPCF. Under this
project some important research was conducted and perhaps more important-
ly, 12 participants were sent to Auburn University for graduate level
training, 5 of whom now returned and are at work in the research stations.

Current Effort

Under the current Aquaculture Development Project, the scope of
activity has been broadened to include in addition to research and
training of research staff, training of extension workers and private
fish farmers at the two stations. The Auburn University contract has
added one maun, making a total of three highly trained technicians to
work with the research stations and the Bureau of Fisheries and Aquatic
Resources (concerned primarily with extension efforts). Freshwater re-
search currently underway gives emphasis to rice-fish culture, mono and
polyculture of several species, freshwater monoculture of milkfish, fish
production and mass fry production and pond construction and management.
Priority at the Brackishwater station is placed on milkfish production,
the predominant f£ish produced and consumed in the Philippines. Milkfish
have never been spawned in captivity; at present, all fry are caught in
coastal waters and raised in ponds or pens. Since 90 percent of fish
production is in brackishwater, it is necessary to develop artificial
spawning and hatching techniques, suppressing mortality of captured fry
and standardized production techniques, This research will be applied
to better brackishwater extension practices. This is a major target of
the present project. '

Future Effort

Techniques to increase fish production in both fresh and brackish-
water are being developed and more ideas are in the research pipeline.
A framework for continmuing research has been established and capability
for extending information to producers is developing. However, attain-
ment of increased production goals built on a sound economic basis will
require a dynamic aquaculture development program in terms of new tech-
nology through research, education of scientific manpower and faculties
{graduate and undergraduate) and development of an effective extension
system for dissemination of information and techmnology to the producers.
Ideally, these services would function under a single administration,
necessarily linked and totally programmed and coordinated.

The research and extension aspects have received some developmental
attention in the past and efforts in these areas are being continued
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under the present Aquaculture Development Project. The educational
service has been neglected in the past even though it is also essential
to long range development of aquaculture in the country. A lack of
sufficient well trained manpower is "the major limiting factor in deve-
lopment of the country's interminable potential for aquaculture.

Substantial progress could be made by strengthening the institu-
tional franework of the UPCF to provide the highly trained manpower
needed to develop an effective fish production program. The UPCFg under
very able leadership has initiated a masters degree program this acade-
mic year. Graduate training has been started centered on efforts by
returned participants and two PhDs from the Auburn University team who
have been accredited on the UPCF faculty. However, the College of
Fisheries urgently needs additional high quality professional staff to
do the research and train future professional personnel., 1In an effort
to strengthen the Inland Fisheries Department of the College of Fish-
eries, the GOP has expressed considerable interest in moving the Depart-
ment from tthe Diliman campus near Manila to Iloilo on Panay Island, to
take advaniage of the brackishwater research station as well as the
neighboring; SEAFDEC facility, a rather elaborate complex primarily con-
cerned with shrimp production. With these facilities partially builc,
the locale shows great promise for the development of a first class
College of Fisheries capable of traiming students to the PhD level and
conducting the research necessary to continually improve aquaculture
technology and extend this information to producers.

It is expected that development of the manpower and facilities at
the UPCF and CLSU will take place over the next ten years and cost an
estimated 9.5 million for facilities, Fl.2 million for commodities and
$600,000 for technical assistance. The annual operating budget would
range from P1.3 million during FY 1976 to approximately P6.2 million by
FY 1985, 'The US could play an important role by providing a development
loan and/o: grant assistance for these institutions that will benefit
not only the Philippines but all of Southeast Asia.

Expected Results and Beneficiaries

By 1978 when the present project ends, viable research and exten-
sion programs responsive to the needs of fish farmers should exist and
aquaculture production should total approximately 327,300 tons (300,000
tons milkflsh productiom, 300 tons rice paddy production and 27,000 tons
freshwater production) as against a figure of 120,000 tons in 1973.

Cost of production of milkfish in 1973 was about P2.25/kg. 1t is expec-
ted that with improved technology and better management techniques, pro-
duction costs could be lowered by 1978 to an equivalent of P1.00/kg.
With the lower production costs, retail prices will also be lowered
resulting in an expected consumption increase among low income groups.
On a per capita basis, this will provide about 6.4 kg. of milkfish as

«73-



.

opposed to 3.2 kg. in 1973. Since fish, especially milkfish are a major
animal protein source, it is expected that the lowest income groups will
benefit the most from this increased production.

By 1978 it is expected that a strong base for brackish and fresh-
water research will have been developed, but more importantly the
faculty at UPCF will have gained a capability to train 80-100 BS degree
candidates, and 5-15 MS and PhD candidates from the Philippines as well
as 15 MS and PhD candidates from regional or other countries. In addi-
tion, BS level training will be conducted at Central Luzon State Univer-
sity. With this teaching and rekearch capability, sufficiently capable
personnel will be available to train fish producers in the latest tech-
nelogy.

Summary of Future U,S. Role

The U.S. is expected to continue the Auburn University Contract
until 1978. Through this contract an important linkage will be deve-
loped between these two very important Pisheries Colleges. In addition,
a modest amount of commodities will be provided the project through
grant assistance during this period.

The possibility of a $3 million development loan and/or possibly
grant assistance for the movement of the Inland Fisheries Department of
the College of Fisheries from Manila to Iloilo would enable the, Univer-
sity to establish a first class college that could provide training
facilities for Philippine personnel, but other countries in the South-
east Aslia as well.
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Figure 5

Aquaculture
Projected Production and Consumption
of Milkfish 1973-78
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RURAL DEVELOPMENT SECTOR

OVERVIEW

The Philippines continues to be predominantly a rural nation with
more than two-thirds of its population residing in non-urban areas.
It also remains predominantly an agricultural-based economy with agri-
culture accounting for more than one-third of Net Domestic Product, one-
half of total employment, and 70 per cent of commodity export earnings,
Within the rural sector itself, agriculture is even more dominant,
accounting ‘or about two-~thirds of total rural employment and income.

Despite the essentially rural character of the Philippines, develop-
ment and mocernization until recently were primarily an urban phenomenon,
Government cCevelopment strategy and policies until the early 1970s, coupled
with the influential role of the small and effective private entrepre-
neurial class, tended to emphasize capital intensive and geographically
concentrated industrialization at the expense of agricultural/rural im-
provement. In recent years the Philippine Government has recognized the
limitations of this approach and adopted a strategy which attempts to
correct the past urban bias and its tendency to increase income dis-
parities. Since 1971 strategic and policy priority has stressed agricul-
tural and rural development. The chief burden of effort since then has
been devoted to formulating the programs and delivery systems needed to
translate the general emphasis into real efforts, Thus, while some pro-
grams have ba2en mounted and some measure of success achieved during the
past two years, particularly in terms of increasing farm income and in
“gearing-up' for implementation of production and rural infrastructure
programs, conditions of life in many rural areas remain basically un-
changed and characterized by low agricultural productivity, insufficient
income, underemployment and limited economic opportunities. The level of
health and orher social services is low and essential economic facilities
are scarce; nalnutrition is widespread; more than 90 per cent of the rural
population do not have electric services; only about a quarter of the
rural populalion is provided with potable water supply; and roads are
limited in ccnsiderable measure to main routes. In addition, families
tend to be lerge in size with many young dependents.

More than 4.4 willion families live in the rural areas, of whom about

four-fifths received an average annual income of P1,726 ($268) in 1971.

In contrast, slightly more than twice this amount was received by about
four-fifths of the more than 1.9 million urban families during the same
vear. Available family budget studies show that the growth of real in-
comeés in the rural areas was sluggish during the 1960s, The average
annual real increase from 1961-1971 of median income for rural families
was only 0.6 percent, less than half the urban average annual increase,
Income distrisution within the rural sector alsoc worsened from 1956-1971
as the share of the bottom 60 percent of rural families in total rural
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family income declined from 32.8 percent in 1956 to only 27.2 percent in
1971. Howe'rer, there is some indication that this trend was reversed
starting in 1973.

Employment opportunities in the rural areas remain extremely limited.
Farming is a seasonal activity that occupies most farm families for less
than two-thirds of the year. Organized non~farm jobs or means of self-
employment :re scarce, although in an effort to supplement their incomes
many families do engage in some form of handicraft type work. According
to national labor force surveys, open unemployment in rural areas is about
4=5 percent of the labor force,® The level of underemployment, however,
is much higher and is probably in excess of 20 percent,

Fixed productive assets are scarce in the rural areas. The rural

. population gtenerally has little capital for investment and, until recently,

only limitecd access to production credit at less than usurious terms. 1In
1970-71, only about & percent of farmers were reported as having incurred
credit from an institutional source. This proportion has expanded substan~
tially over the last two years as a result of the Government food produc-
tion campaign which involves innovative methods of credit delivery. Insti-
tutional credit from both the government and private sectors has tradition-
ally been highly collateral oriented and apparently neither interested in
nor capable of competing with the high interest charging money lenders.
Despite the clearly excessive rates charged by these lenders they did

{and do) extibit many operating strengths which the organized institu-
tional credit system has recently been trying to emlate: their procedures
are simple (non-bureaucratic); they do take substantial risks and often
"roll-over" loans; and perhaps most important, they bring their services

to the clierit vather than requiring the client to come to them,

While the Philippine rural sector is predominantly agrarian, the
non-agricultural rural sector which includes small-scale manufacturing
and service activities, is an important subesystem which if properly
mobilized, could absorb an increasing portion of the rural labor force,
including significant numbers displaced from agriculture. A more dynamic
non-agricultural sub-system could also provide the agricultural inputs
and consumer goods that will be demanded as agricultural productivity
and incomes rise, The non-agricultural rural sector has traditionally
fulfilled these functions, albeit very inadequately. The rural labor
force in nore~agriculture rose from something under 20 percent in 1950 to
30 percent in 1971, Income derived from non-agricultural activities com-
prised about 20-23 percent of the income of rural families in 1956 and
37 percent in 1971, Agricultural and farm households (i.e. those whose
ma jor source of income is either agricultural wages or entrepreneurial
income in agriculture) earned about 15-20 percent of their total income
from non~agricultural employment during the last decade, with only modest
increases since the 1950s. In 197) the important components of this non=-
agricultural income were wages (11,3 percent of total income), trading
(3.2 percent), manufacturing (1.9 percent), and transport (l.4 percent).

~ Despite the past growth of the non-agricultural rural sector, however, it
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has failed to provide the dynamic source of employment and income asso-
ciated with this sector in neighboring countries such as Taiwan and
South Korea., For instance, existing industry is highly concentrated in
the Creater Manila and other large urban areas while rural asd small
urban areas are characterized by the relative absence of diversified
sets of economic activities,

Agricultural Situatiom

Philippine agriculture consists of a predominant small-scale sub-
sector vhich produces the foodgrains for domestic use (rice and corm) and
coconuts for export, and a larger-scale sub-sector which produces export
crops such as sugar, bananas, and pineapple. The export sub-sector has
traditionally earmed wuch of the foreign exchange that has fuelled industrial
growth over the last two decades. Despite the low productivicy of the food
producing (and predominantly smallescsle sub-gector), the Philippines has
been able to supply most of domestic food requirements. Historically,
except for a few commodities not produced locally, only a small proportion
of total food supplies have had to be imported, Over the next few years
during which world food supplies are likely to remain tight, and provided
that Govermnment food productiom programs are successful, the Fhilippines
hapes to achieve self-sufficiency in basic food commedities such as rice,
corn, and fish.

Of the approximately 7.8 million hectares of farmland in the
Philippines, 77 percent, or 6 million hectares is under rice, corn and
coconuts., Eighty percent of the country's estimated 2.2 million farm
units are less than 5 hectares in sire and cover about &3 petcent of
the cultivated area; 40 percent are less than 2 hectares and cover 12
percent of the cultivated area. This latter group wmakes up the bulk o
those with the lowest levels of income. »

Land owmership in Philippine agriculture is highly concentrated and
share tenancy is important, accounting for about ome=third of all operators.
Full owmers represent & little less than one-half of all operators, and
part owners sbout 15 percent. Share tenancy is highly significant on rice
and corn land where it is estimated that about half of farmers are tenamks,
almost all on the basis of sharecropping, usually 50 percent of the crop.
The tenanted rice and corn land averages 2.2 hectares for rice and 1.6
hectares for corn, significantly smaller than the average size held by
ovmers. During the past two years significant progress has been achieved
in reducing the incidence of temancy on rice and corn land., Further re-
ductions are expected as the Philippine Government continues to implement
its accelerated agrarian reform program.

High population growth has resulted in considerable pressure of people

on land in the Philippines. In 1970 the population density was 128 people/
sq. km. compared with the Asian average of 86. Lowland areas best suited
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for rice have been fully occupied for oyer a decade. Migration is heavy
from overcrowded regions of Central Luzon and the Visayas to the Cagayan

Valley in Northeast Luzon and Mindanao in the south. Squatters (kaingineros)-

have spread onto hillsides leaving behind serious problems of erosion or
an increasing accumulation of lands taken over by cogon grass which serves
no productive purpose,

Agricultural conditions vary widely throughout the Philippines as a
result of its complex physiographic and climatic pattern. The transport
end distribution of agricultural inputs and products is rendered expensive
and difficult by the fragmentation of the national territory into numerous
islands and by mountain ranges. As a result of these factors and of biases
in location of Govermment investments, wide regional variations in factor
proportions and in the composition of agricultural production are found,
and regional income disparities are wide,

The average productivity of the labor force found in agriculture
was approximately P2,000 ($300) per worker in 1972, the lowest relative
to other economic sectors. The average family income for the lowest
quartile is less than $100 per year. The cultivated area per worker is
a little over 1 hectare, Capital per worker is still low and while the
individual farmer is likely to have or share a carabao, powered equip-
ment is rare. Modern inputs are only moderately widespread, despite
fairly rapid increases over the last 10 years or so.

The nature of the growth process of agriculture has changed sub-
stantially during the postwar period; uantil about 1960, agricultural
growth was based mainly on an increase in the area of land under culti-
vation, with relatively little change in technclogy or total factor pro-
ductivity. About 1960, the growth of land under cultivation slowed and
output growth became more dependent on productivity growth through in-
vestments in irrigation and accompanying increases in the use of ferti-
lizer arnd dauble cropping, and the widespread use of the new rice
varieties, particularly during the latter part of the 1960s. Future
agricultural growth is expected to follow the pattern set in the 1960s,
relying on intensive land use rather than on the extension of the margin
of cultivation. Some flexibility, however, still remains to allow for a
selective expansion of the land base. The IBRD in its Agricultural Sector
Survey in 1372 concluded that as much as 2-2.5 million hectares, including
about one million hectares of cogon grass lands which are difficult to
rehablilitats, could still be made available for cultivation, More recent
calculation: made by the ILO (Ranis) Mission to the Philippines show
figures much in excess of the IBRD estimates, While estimates of the
remaining cultivable land vary, the consensus appears to be that the land
frontier is not toe far away and that if the future demands on the agri-
cultural se:tor are to be met, the productivity of the land base will
have to be [mproved.
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Improving the productivity of agriculture inevitably means focusing
attention on the small Filipino farmer, As indicated earlier, Philippine
agriculture consists largely of small farms; consequently, sustained agri-

cultural growth must be based primarily on the development of these smail .
units. Additionally, small size in the Philippine context is closely .
agssociated with low productivity and related problems. _ ..

The small Filipino farmer must be seen in the context of his environ~
ment and the forces that may have a negative or positive effect on his
ability to produce commercial crops. The farmer as a productfon unit is
only one small part of an overgll socio-economic system. For him to per-
form at a higher level than subsistence farming, numerous services and
infrastructure facilities i.e., farm-to-market roads, electricity, irriga-
tion, markets, finance, schools, production inputs, security, etc., must
be available.

The small farmer is highly dependent upon the other members of the
community in which he lives. Because of his small fields, it is more
difficult to control water, weeds, insects, and diseases except in
cooperation with his neighbors. Further, economic and political weakness
is usually associated with small size. The costs of supplying physical
inputs (water, fertilizer, pesticides, seeds, etc.) as well as credit and
information are higher per unit produced for a small farm than for a
larger unit. Thus the small farmer is at the mercy of merchants, money
lenders and cfficials, unless his effective strength has been upgraded
through organization into groups. It is virtually impossible for the
very small and the very poor to be rugged individualists. Unfortunately,
the weaknesses which make group organization imperative also make effec-
tive organization difficult,

The margin between hunger aml adequate subsistence for the small
farmer is very narrow. Thus, he is unable to risk his family's food
supply on a new seed variety, a new crop, or a change in cultural
practice that is not, in his mind, a sure thing. On the average he is
unable to use sophisticated technology, because it is more likely to
require purchased inputs and he has little control over the many cir-
cumstances that effect the financial outcome. When interactions between
practices are strong, as they seem to be among four or five essential
elements in modern rice production technology, the difficulty of the small
farmer is multiplied, 1t is not surprising that he hesitates to adopt
technology which appears complicated and beyond his command,

‘- b L

Development Approach

Given the existing rural and agricultural situation outlined above,
it is clear that rural development, in terms of improving the conditions
of life of the large numbers of rural poor, will require both social and
economic measures, The former will involve lightening the child-bearing
and rearing burden of rural families, improving their nutrition and
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health, and providing them with cooperatives and other social institu-
tions, The latter will require improvement in agricultural productivity,
and in the physical and institutional infrastructure needed to support

and to complement agricultural development. The GOP has accepted this
approach to development for reasons of promoting both social equity and
overall balanced economic growth, Basic plans and enabling conditions are
already In place to a significant degree, and some implementation momentum
has been ga.ned, particularly during the past two years,

In support of the rural development approach ocutlined above, the
government has mounted major programs aimed at increasing provincial level
development capabilities and resources; rationalizing land tenure systems
and transferring rice and corn land to the small farmers who till it;
increasing cereal and other (e.g. fish) crop production to provide the
small farme:r increased income and improved nutrition; expanding the popu-
lation/fami'ly planning and nutrition effort; and putting into place both
the basic and the attendant provincial level infrastructure, such as
electricity, roads, irrigation, needed to serve the rural areas and
increase bot:h their output and, of great significance, their consumption
patterns as well. During the past two or three years the Philippine
Government has also been moving toward a set of policlies which will
substantialliy benefit small farmers., Expansion of credit and subsi-
dization of key agricultural inputs, particularly fertilizer are among
the more important of these policies. Effective price support programs
are being developed to reduce risks to farmers and to assure them ade~
quate income, In addition, the Government has, during the past two years,
- been activel.y pursuing policies aimed at strengthening the individual
farmer's economic position through cooperative efforts, Major experiments
and programs for the promotion of cooperative activities are being under-
taken,

The Ph:lippine Government is also attempting to explore innovative -
means (e.g.. integrated area development programs) to speed development
payoff for the rural areas. Integrated area development programs com=
prise a set of interrelated and complementary projects, multi-sectoral
in scope, and aimed at developing a defined geographic area which is pre-
dominantly 1ural but possesses great development potential. These pro-
grams diffe:r from traditional approaches which give relatively little
consideration to inter-project or inter-sectoral relationships.

The USAID is providing assistance to a number of the major Government
rural development programs particularly those in the agriculture sub-
sector and rargetted om the rural poor as main beneficiary; USAID's
deep commitnent to the growth and improvement of Philippine agriculture
is demonstrated by the importance of the projects addressed to problems
in that sector. These projects are described in the succeeding project
papers and include: ~ ' '
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Aquaculture Production Project

This project asaists the GOP with research on and extension of
improved production practices and cost reducing management techniques
for use by fish producers. Two key research centers have already.
been established3 the Brackishwater Research Center on Panay Island,
concerned primsrily with bangus culture, the single most important pond-
reared species; and the Freshwater Research Center in Central Luzon,
currently studying mono and polyculture of important freshwater species.
The project aims to provide increased animal protein at reduced costs
to low income Filipinos, many of whom are malnourished.

Agrarian Reform Project

This project is concerned primarily with the equitable distribution
of rice and corn land to the landless. 1t involves the development of
vital small farmer support services snd systems to make the new land
holder commercislly viable, The project stresses development of market-
ing and production cooperatives, improvement of credit opportunities, as
well as the mechanics of land transfer and compeusation, all of which are
integrally involved in supporting the tensmt farmwer during his transitiom
to owner-operator status. Research is being conducted to help facilitate
and rationalize support to the agrarism reform effort and the particular
interests of the small farmers.

Bicol River Basin Development Project

The Bicol River Basin, » relatively underutilized and low income
area, posseases considerable potential for food productiom and industrial
expansion, The purpose of the Bicol project is to demonstrate the mechanisms
and approaches needed to conduct integrated area development. Imitially
emphasis is being placed on establishing the data base and institutiomal
structure needed, The project involves several major GOP agencies in the
planning of infrastructure (water, trsmsport), crop/livestock expansion
and diversification, land comsolidation and use and other activities,
Social research has been incorporated as an important part of the Bicol
River Basin Development Project.

Small Farmer Income and Production Project

This project supports the GOP food self-sufficiency goals by provid-
ing technical assistance to institutionalize and "fine-tune" the manage-
" ment of government rice and corn campaigns, Additiomrally it supports
the techmical side of production programs with vital and direct linkages
with key research institutions (International Rice Rescarch Institute
and Philippine Council for Agriculture Research) aimed ai identifying
constraints which limit incremental production and profit. Technical
advisory services are offered, as needed, to provide in-depth analysis
of specific problems encountered in optimizing the small farmer's income
and production,



In addition to the above AID has and is supporting a nusber of other
activities in the agricultural sector. Among the most prominent of these
are development of the National Irrigation Administration as a major force
in the planning and sanagewment of the Govermment's major irrigation enter-
prises, the studies for some of which have been financed by AID; upgrading
of the undergraduate and graduate level teaching and research capabilities
of the emtire College of Agriculture complex at Los Bafios, particularly,
and at Mindanao sad Central Luzon state universities also. Support is also
being provided for the Internatiomal Rice Research Institute (IRR1), the
Rodent Research Center (RRC) at the University of the Philippines, Los
Bafivs, sand the Agricultural Diversification and Marketing Project (Project
ADAM) at the Philippine Goveroment's Bureau of Agricultural Ecomomics.

R1

The IRMI supplies vital technical information imcorporatad into the
goveroment crop production campaigns. IRRI provides many typss of applied
research trials to determine suitability and profitability as well as
farmer scceptance of its recommsendatioms.

RRC

The RRC performs an instrumental research role in the pnmtien and
management of vertebrate past damage which is estimated to be as much as
20% of the smmual rice harvest. o

ADKM

Project ADAM is designed to develop a linear programming wodel jointly
with the Bureau of Agricultural Economics. The model vhen finalized will
be useful for improving policy formulatiom for the agricultural sector.

In sddition to these activities, AID is supporting other sctivities
such as rursl electrification, irrigation and feeder roads, all directly
related to tasic problems in the agricultural sector.

Externsl domor assistance, to a large extent following USAID's lead,
has begun tc be directed to support the GOP's increased emphasis on the
rural sector. However, as both the Asisn Development Bank (ADB) and the
IBRD recognize, the major focus of their resources and attention during
the next few years is likely to remain on large capital intensive infra-~
structure projects.

The major factors impeding agricultural development specifically, and
rural develcpment generally, are discussed in the succeeding paragraphs.
Also discussed are the Philippine Govermment programs and external assis-
tance which are addressed to these problems. Further discussion of thesge
matters is provided in the succeeding project papers. These matters are
discussed urder the two headings of Agriculture and Rural Infrastructure,
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AGRICULTURE
Land Tenure .

Land ownership in rural areas is highly concentrated and share tenancy
is widespread and important, particularly on rice and corn land. Inequitable
distribution of land holding is a major cause of income disparities in the
rural sector, and has been a long~-standing obstacle to improving productivity
and income levels for some one million rice and corn tenant farmers and their
families. Among the problems associated with temsncy are the strong patrom=
type over~dependency of tenants on lamdlords for basic livelihood including
production resources; traditional difficulties of tenants in obtaining credit
because of high risk and inadequate collateral; an increasing gap between
tenant and landowmer as modern technology is disseminated; and a dispropor~
tionately weak tenant voice in government and society as contrasted with
landosmers. The Goverument traditionally has provided less credit and
institutional support for tenants than for landowners,

The Philippine Government has embarked ou a major agrarisn veform pro-
gram with the dual purpose of transferring land to rice amd corn tenants
and inereasing their productivity through a range of supporting services
provided, primarily, by cooperative mechanisms. The present program will
immedistely result im an improved income distribution in rural areas by reducing
__tenant payment from the current level to the snmwal amortization. In the
short rum, agrarian reform is likely to be neutral with respect to its ef-
fect on agricultursl productivity. Over the longer run, however, it is
generally accepted that agricultural productivity will be enhanced.

Significant progress has been achieved to date in the implementatiom
of agrarian reform. Certificates of Land Transfer have been issued to
most tenants on rice and corn farwms in excess of 50 hectares, and the
Government intends to issue certiffcates to all tenants down to the 24
hectare level by the end of 1974, When {mplementatiom to the 24 hectare
level is completed, about one=third of the tenant farmers will have been
coverad, Recently, the government smnounced the decision to carry land
transfer to the 7 hactare level, As of September 1974 over 14,000 barrio
aspociations which are basically pree=cooperative institutions, had been
organized snd over 40 per cent of potential mewbers registered., Credit
availability has also been greatly expanded through supervised credit
schemes sponsored by the Goveroment,

The USAID is assisting the GOP agrariam reform program by offering
technical assistance in various aspects of the land transfer operation,
in testing cooperative structures in the pilot provinces of Nueva Ecija
and Camarines Sur, and in agrarian reform research.

Productio_:_l Inputs

Credit in the past has served as the chief operative block to the
needed flow of certain production inputs, particularly fertilizer, to the
small farm. During the past two years or so however, rural credit, parti=-
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cularly to small farmers, has been substantially expanded to support the
Covernmen:'s accelerated food production and agrarian reform programs.
To participate in the Government's specisl rice production campaign,
labeled Masagans 99 <=~ inadequately translated to mean “bountiful harveste-=
99 cavens (4.5 m.t.) per hectare" -« farmers had to accept a supervised '
credit production program that included HYVs and technology. To reach the
small farimr; a mon-collateral credit program vas devised using a group of
farmers s:igning as guarantors., By October 1974, approximately 759,000 rice
farmers, superviged by 3,300 field tachnicisns, had borrowed P674 million
and had planted 1.16 willion hectares. The mpid expsnsion in rural credit
took place mainly through the Governmsnteowned Philippine National Bank
and the widespread private rural banking system ahd has been accompanied
by high ropaysent rates. External assistance for rural credit expansion
has baen mwovided primsrily by the IBRD and the USAID. .

With recent positive changes in Government and private sesctor attitudes
toward crodit for small farmers, fertilizer availability per se has become,
-1f not an ismmediste constraint on increased ocutput, a problematic area need-
{ng serious attention. The Covernment anticipated the recent (and current)
global tijht fertilizer situation and aggressively sought and obtained
sdditional short~-term supplies (from eastern Europe, Latin America and
elsevhere). Similarly, it initiated longer~term efforts to improve and
expand domsstic supplies and to establish asaured and economic external
supplies, primarily through arrangements with Indonesia, Because of these
measures, the Philippine short~ and msedium-terw prospects for fertilizer
appear to be good. As a result, existing domestic pricing and distribution
policies and programs (aimed at subsidizing fertilizer cost to the small
geain producer to assure the use of at least minimal levels of fertilizer)
are likely to become unnecessary past the nesr~term,

- Seed availsbilities, particularly for high yielding varieties of rice
and to a lesser extent, for corn, have besn adequate in recent years though
soma gaps in distribution have been present. To support the Government's
food production programs, both Government and private sector resources are
being directed toward expanding the production and distribution of certie
fied high yield seeds.

The Japsnese Government is assisting the expansion throughout the
country of seed production and distribution. Eighteen stations of the
Bureau of Plant Industry have been strengthened to provide seed materials
to seed cooperators for multiplication and subsequent distribution to
farmers within their respective areas, Assistance in seed processing and
storage is also planned for seed producers,

Economic Services
- Services necessary to support intensive agriculture remain short of
needs. Marketing and storage facilities are inadequat2 in many areas

resulting in maldistribution of output, distorted prices and wastage of
often desperately needed foodstuff., The existing agricultural extension
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service is fairly extensive but is clearly spread too thin. Present
msnpower availabilities allow only one extension agent for 1,400 farmers.
 The existing extension service capabilities are also limited by poor
logistics support,

Significant progress is, however, being achieved in reducing the gaps
in supporting services. The Government is upgrading and expanding agri-
cultural storage sand sarketing facilities. The Food Terminal Market, a
Government corporation, has constructed msjor facilities in the suburbs
of Manila for food handling, cold storage, etc, Estsblishment of Farmer
Trading Poats in the provinces to feed into this complex is underway.

The Rational Grains Authority hgs ambitious plans for establishing Grain
Service Centers throughout the provinces. The Departwent of Local Govern-
ment and Cooperative Development is actively implementing a major program for
federated cooperative marketing organizations and supermarkets. A number

of agro-industrial parks are either being plamned or in early stages of
implementation. External assistence for agricultural marketing sud stor

has come mainly from the IBRD, '

The Government also plans to improve its extension services to sup-
port ite accelerated food production program. The overall objective {is
to improve the ratio of extension workers to farmers from the current
level of 1:1,400 to 1:520 by 1978, Assistance for the improvement of
extension capabilities has been majuly from the USAID and UNDP,

Research

Much progress has been made in recent years in improving rice teche
nology and in extending these technological improvements to the farmers.
However, comparable progress has not been made in corn, the secomd most
important staple, or in other feed grains and high protein legumes that
would not only increase small farm productivity, but would improve the
nutritional base, Within the agricultural sector per se, a core of
technically trained research and extension persomnel iz already in place,
The high yielding rice varieties that enabled the Philippines to attain
self=sufficiency in rice during the latter part of the 1960s, were the
result of research conducted by the International Rice Research Institute
(IRRI) and field tested and extended through the Philippine Government's
efforts. AID has, and continues to play & major role in the support of
IRRI. In addition, the University of the Philippines at Los Bafios has
been significantly assisted through AID technical and financial support,
and has become one of the leading agricultural colleges in the Far Eaat,

A nation-wide research capability has been established under the Philippine
Council for Agriculture Research (PCAR) and research activities are now
being channelled to benefit the small farwers. The USAID is currently
considering loan assistance to support priority research activities through
FCAR. In addition to USAID, the UNDP has been a major provider of assistance
in the area of agricultural research.



RURAL INFRASTRUCTURE
More Effective Local Govermment

Planning and decision making in the Philippine Government bureaucracy
has traditionally been highly centralized., This factor has been a major
constraint on sustained rural growth in the past; higher levels of govern-
ment were elther unable or unwilling to formulate realistic rural develop-
ment programs and implement them effectively. Since 1972, however, the
Philippine sovernment has followed a policy of decentralizing authority
and reaponsibility for the design and implementation of rural development
programs. The overall objectivé is to improve the planning process and
increase the implementation efficiency of rural development programs and
projects through broadened participation of local governments and regional
offices of the national government,

With USATD assistance, the Govermment is currently seeking to strength-
en the capabilities of local governments to plan and implement local projects,
USAID assistance, which is provided in collaboration with the Provincial De-
velopment Assistance Project (FDAP) and the Department of Local Govermment -
and Commmunity Developwment, is focussed ou strengthening local infrastructure
(primarily roads and small irrigation systems) capabilities, development
planning and fiscal management, and tax administration., Its fundamental
rationale ard approach centers on marshalling local resourcea at sub-nation-
&l (provincial and lower) levels for use in development efforts, This very
large array of talent, capability and finance previously left unutilized
(and which, in fact, frequently functioned in anti-development roles) rep-
resents & major expansion and democratization of the entire Philippine
development process,

To provide an improved institutional link between local government and
national government projects, Regional Development Councils (RDCs) have been
created. The RDCs receive technical support from the National Economic and
Development Authority regional offices and are responsible for the vertical
coordination of plans between national and local governments as well as
horizontal iategration of activities undertaken by different line agencies
of the national government in each region.

Power and Rural Electrification

Most rural families do not have access to electricity, and those who
do normally pay many times the Manila rates for electricity which is general-
1y available only 6 to 10 hours a day and then only on an irregular basis,
Thus, the low cost power source needed to upgrade irrigation services or to
use for small industrial or other production enterprises is not available,.

The Philippine Government intends to expand power services very sub-

stantially over the next four years. The power program envisions an in~
crease in national generating capacity from the present level of 2,948 MW
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to 4,519 MW by 1978. In response to the energy crisis, the Govermment
plans to accelerate the development of nuclear, hydro, and geothermal
power sources and to reduce dependence on oil-fired thermal plants.

Large complementary investments in the distribution of elsctricity
are also planned, The rural electrification program sims to establish at
least one cooperative in each of the 72 Philippine provinces by 1982, This
will provide access to electricity to over five million rural dwellers. The
long-range goal of the rural electrification program is total national
electrification by 1994. |

Major investments in power.generation and transmission are being as-
sisted by the ADB and the IBRD, with ADB concentrating in Mindanao and the
IBRD in Luzon. The Japanese Government also plans to assist an electrifi-
cation project in Cagayan Valley, USAID is assisting the distribution
phase through rural electrification and has also provided assistance
for the development of geothermal energy. The Rural Electrification effort
which AID is assisting, is one of the Government's highest priority programs.

t introduces immediate and tangible benefits to numerous rural dwellers
functions as essential infrastructure for the growth and development of
small and medium-scale industyies, These in turn help to absorb the expand-
ing rural labor force and lessen the flow of urban migration and thus urban
unemployment and underemployment.

Irrigation

The IBRD Agriculture Sector Survey published in May 1973 states that
rice self-sufficiency for the Philippines cannot he achieved without expand-
ed irrigation infrastructure., The survey also indicates that existing ir-
rigation systems performance falls far short of its potential, e.g., of
the nearly one million hectares of irrigated land, only about two-thirds
is cropped during the rainy season, and only slightly more than one-quarter
is cropped during the dry season. The survey also estimated an extremely
low efficiency rate - only 157 - for overall use of agricultural water in
the Philippines.

The Philippine Govermment's irrigation program calls for construc-
tion and improvement during the next four years of irrigation facilitles
on over one-half willion hectares of rice lands, about one-sixth of all
rice lands. The irrigation program includes major storage and diversion
systems, pumping programs, and small farmer irrigation systems.

Capital assistance for the improvement and development of irrigation
systems is being extended by a number of donors including the IBRD, the
ADB, the Japanese Government, the USAID, and Denmark and Spain. The IERD
is assisting three major related irrigation projects - Tuzon: the Upper
Pampanga River Basin Project, and the Aurora-Pefiaranda and Casecnan-
Trans-Basin Diversion projects (IBRD financing for the last project has
not yet been approved, but is expected in 1975). The ADB is providing
assistance for major gravity irrigation projects in Luzon and Mindanao
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vhile the Japanese Government has approved loans for groundwater irri-
gation in Luzon (technical assistance for determining the irrigation po-
tential of groundwater in Luszon was financed by the UNDP), and maintenance
of national irrigation systems, The USAID has financed the rehabilitation
of several systems in Luzon under a special flood rehabilitation grant and
is now planning to assist in the improvement of small scale irrigation
systems, Denmark and Spain are assisting with supply of diesel engines
for pump irrigation projects.

Other donors and the Philippine Government itself are providing large
amounts of financing for development of large scale new irrigation develop-
ment and indications are will continue to do so during the next four years,
However, neither other donors nor the government appears to be addressing
the major problems impeding increased production on existing irrigated land;
this is the lack of adequate operations and maintenance (0&M) on both major
and small scale systems., USAID plans to address this problem with both
technical and capital (loan) assistance, ard to focus its assistance on
the small scale systems.

Trapsportgation

Access to markets is severely hampered by limited road networks and
poor inter-island transportation. Although the GOP has made considerable
progress in improving the major highway systems, particularly on the
islands of Luson and Mindanso, the feeder road network in most provinces
remains grossly inadequate. 'The existing ratio of farm~to-market road
for every square kilometer of cultivated land is only about ,24 kilometers
as againat a desired atandard of 1 kilometer, Tt is estimated that half of
all rural barrios have only poor quality farm-to-market roads, which may be
impassable during the rainy season, and another 20 per cent have little
better than foot paths. The limited road network prevents the extension
of the lard transport system, and the poor quality of existing roads drives
up the price of transport where it is available. Water transport is cheap
but neither reliable nor of good quality,

THe imppovement and development of transportation facilities continues
to occupy high priority in the Philippine Govermment's infrastructure pro-
gram for I'Y 1975-78, Within the transport program, however, some realign-
ment of priorities has taken place in response to the energy crisis. The
bulk of resources in tranaport will still continue to go into highways and
in particular, into large ongoing projects like the Pan Philippine Highway,
the Iligan-Cagayan de Oro-Butuan Road, and the second IBRD road package
in Central. Luzon, However, greater emphasis is now being given te farm-to-
market rouds to aid foed production programs,

External assistance in the transport sector is being provided mainly
by the IBID, ADB, amd Japanese Government, and is focussed on the develop~
ment and :mprovement of major road networks and arterles and ports., USAID
support during the past two years or so has been and will continue to be
focussed on feeder roads development implemented primarily through the
Provincial Development Assistance Project. In FY 1975 development loan
financing for this area of activity will be started.
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Rural Industry

Existing industry is capital-intensive, import-dependent, and heavily
concentrated in the Greater Manila and other large urban areas. There is
a highly noticeable lack of manufacturing activity in rural areas to
absorb excess rural labor, including off-season agricultural labor, preo-
vide for basic consumer goods and farm inputs, and process agricultural
output,

The development of small industries, particularly in rural areas,
occupies high priority in the Philippine Government's development agenda.
A new Department of Industry has been created and the rules and regula-
tions governing the Industrial Guarantee Loan Fund have been reviged in
order to limit the availability of Fund resources to medium and small~
scale industrial projects.

The IBRD plans to extend a 530 million loan package to the Philippine
Government to assist the development of swmall and medium industries, The
bulk of the package, about 3515 million, is proposed to be relent to private
entrepreneurs through the Development Bank of the Philippines, Smaller
amounts will be earmarked to augment the resources of the USAID-supported
Industrial Guarantee Loan Fund, to support a number of electric/industrial
cooperatives through the National Electrification Administration, and to
provide for technical assistance,

In addition to its involvement in small and wmedium industry develop-
ment through the rural electrification effort and the Industrial Guarantee
Loan Fund, the USAID plans to explore various possibilities for assisting
in the development of viable small and medium industry development pro-
grams.
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LOCAL DEVELOPMENT

Bac ound

In the mid-1960s, the Govermment of the Philippines and USAID agreed
to conduct a limited local development project aimed at testing the basic
concept that external resource inputs at local levels could produce greater
benefits for rural dwellers than equivalent resources provided to exist-
ing central govermment agencies with responsibility for similar develop-
ment activities. This concept was tested in the Provinces of Iarlac and
Laguna under a program called 'Operations SPREAD",

The positive results of "Operations SPREAD" resulted in the creation
of the Provincial Development Assistance Project (PDAP) as an operating
unit under the National Economic Council (NEC) through which the GOP and
USAID could channel assistance to participating pilot provinces. In 1972,
PDAP was tiransferred from NEC to the Office of the Executive Secretary
which is a part of the Office of the President of the Philippines.

Since its inception, PDAP has been a focal point of GOP and USAILD
activities designed to strengthen the capability of provincial govern-
ments to respond effectively to rural needs for lower trangportation
costs, better access to markets, equitable taxation, expanded public in-
vestment, and improved rural employment opportunities. PDAP represents
a continuiag joint effort to reach and help the rural population through
a systematic approach to rural development using the provincial govern-
ment as th: main instrument for planning and managing available resources.
The methoddlogy employed in this approach is based upon the field design,
testing anl implementation of pilot programs and systems relating to key
development activities particularly plamning, infrastructure development
and fiscal management. An essential feature of these programs and
systems is that they can be installed and maintained by the responsible
and responsive indigenous personnel of the concerned local government
institutions. '

After four years of testing as a pilot approach, the GORF began to
expand the PDAP program o other provinces as a model with demonstrated
success for producing accelerated rural development. At the present time,
23 provincial govermments representing approximately 407 of the rural
population of the Philippines are participating in the PFDAP.

Current Effort

As members of PDAP, the participating provinces are developing a
management and planning capability using a number of appropriate level
planning and budgeting tools. Each participating province has estab-
iished and is maintaining a competent provincial development staff with
the capability of preparing program documentation and coordinating

-91-~



implementation of the corresponding programs. A Real Property Tax.
Administration Program represents a major accomplishment toward the dev-
elopment of an effective system of local revenue generation to support
those development activities. .

PDAP has placed great emphasis on the training of provincial
officials and techniciams. Specialized training in-country for provin-
cial coordinators, fiscal analysts, infrastructure analysts, agricultural
analysts and research specialists have been provided by PDAP in ccordina-
tion with the Local Govermment Center of the University of the Philippines
and other existing training institutioms.

An outstanding accomplishment of PDAP provinces has been the dev-
elopment of provincial equipment pools and a corresponding infrastructure
implementation capability using, primarily, comstruction equipmemt pro-
vided under the USAID Excess Property Program. This improved capability
has already resulted in the construction of many rural infrastructure
projects., These projects include over 2000 kilometers of additional
provincial roads most of which were penetration feeder roads imto areas
being cultivated by small farmers and which in many cases have enabled
a shift from subsistence farming to cash cropping.

Because of this demonstrated infrastructure implementation capabili-
ty of participating provinces, the Office of the President in late 1972
directed PDAP to assume an additional responsibility by serving as the
vehicle through which $13 million in external assistance could be chan-
neled to the provinces that sustained the greatest infrastructure damage
during the floods that occurred in Central Luzon earlier in the same
year. The provincial govermments used these flood rehabilitation funds
to reconstruct provincial roads, bridges and small irrigation systems.
Under this program alone, the completed projects include 460 kilometers
of provincial roads, 4200 linear meters bridges and irrigation systems
covering approximately 1100 hectares of small farms.

The success of the flood rehabilitation program prompted the Govern-
ment of the Philippines to invest P25 million from PL480 Title 1 generated
local currency in a Special Infrastructure Program (SIP) under which
similar type projects are being constructed in provinces that did not
participate in the flood rehabilitation program. Subsequently, additional
funds were provided to expand the SIP program to includes the PDAP pro-
vinces that had also participated in the flood rehabilitation program.

The SIP is limited to projects that are directly support ve of agricul-
ture development, i.e., feeder roads, bridges and small sucale irrigation
projects. When completed, th~ program will have ~orutv --led aboat 200
kilometers of new or improved roads, 2000 linear meters of bridges and
1000 hectares of irrigation system, thus providing direct economic bene-
fits to over 10,000 small farmers and their families.
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The ultimate success of the PDAP pfbgram will be judged in terms of
banefity delivered to the rural poor through province level development
efforts. Two key indicators of this success will be the degree of
acceptance of PDAP management and developmental techniques by the De-
partment. of Local Government and Community Development (DLGCD) and the
subsequent adoptions by all provinces of the PDAP development plamning,
fiscal sdministration and management methodology. Significant strides
have alieady been made in this area in regard to planning and fiscal
adsinistration. DIGCD has adopted the PDAP development procedures for.
provincial Capital Improvement Programs and action budgets., Through a
series cf training programs, DLGCD has successfully extended these pro-
cedures to all provinces and cities in the Philippines. It is anticipa-
ted that similar activities will take place during the next two to three
year period particularly on activities related to infrastructure develop-
mepnt and comprehensive planning. The DLGCD was created in late 1972.

At that time the GOP determined that PDAP operations should be established
on & more permanent basis by merger into the DLGCD after the Department
had developed the necessary organization to fully carry out its mandate.

. The continuing role planned for PDAP when merged into the DIGCD will
be that >f innovator and 'model builder'.. It will continue to design,
package and test systems and programs for local govermment. Agreement
in principle between the DLGCD, PDAP and USAID has been reached which
provides that PDAP will be integrated as a special unit within the Office
of the Secretary of DLGCD. No definite time table or process for the
actual merger has been established other than that it will occur during
the time frame of FY 77-78. During the interim period, the DIGCD and
PDAP are cooperating in a partnership under which the FDAP methcdology,
systems, programs and technical assistance, particularly in the field of
training , are provided to the DIGCD for utilization and implementaticn
at {ts option throughout the Philippines. The Executive Director, PDAP
in his FV74 Report noted that "significant strides were attained in
fostering e closer partnership with the Department of Local Government.
An example of this growing partnership is the fact that nine DLGCD staff
members have been assigned to FDAP for the purpose of transferring PDAP
methodology and technology into DIGCD operations.

Future Effort

Rura]l development in the Philippines is directly related to the
standard of living which can be achieved by the millions of rural poor
familieas. The important role of the province in achieving meaningful
results in this regard has been clearly demonstrated by the success of
the PDAP Program. However, the institutionalizing of the PDAP approach
is a major target yet to be fully accomplished. Beyond this, it is
evident that the PDAP type approach mi.. be editcudcd dowuward to toe
municipal level to achieve even greater impact on resolving the problems
faced by the rural poor. Conversely, coordination upward of provincial
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programs and the proper allocation of national government resources
should be achieved through an effective regional planning mechanism,
The GOP has created regional planning councils which could develop into
the instrument for performing this latter function,

PDAP has already initiated a Municipal Capital Improvement Program
process that will ultimately have country-wide application as DLGCD can
train municipal officials in the use of this development planning proce-
dure, This simple development planning process will provide the oppor-
tunity for the barrio representatives to express felt needs for capital
projects so they can be recorded in a systematic manner and made known
to the authorities that have the responsibility and resources to react,

The Government of the Philippines has expressed interest in linking
the local planning programs and activities on the Island of Panay to a
model regional planning process. This type of approach would result in
the best use of local resources to implement locally designed programs
intended to respond to needs that have been identified by the people in-
volved, especially the small farmers. The total process provides the
opportunity for integrated area development in selected localities with-
out requiring massive inputs of external technical assistance during the
planning phase.. On the other hand, the local governments will have the
opportunity and the available technical persconnel to identify and document
capital projects that couvld attract assistance from external donors.

Improvement of the economic and social status of the rural poor is
dependent, in part, upon the availability of all-weather roads needed for
the reliable and economical movement of supplies to the farm and of pro-
duce from the farm to the market, The GOP is vigorously pursuing a pro-
gram to upgrade and expand the nationally-adminig;ered road system which
had a total length of over 20,000 kilometers in 1971. A large portion of
this “work is being and will likely continue to be financed with the assistance

of Eoreign donors.

On the other hand, there is presently no comparable program for the
systematic development of an adequate system of secondary roads. The
bulk of construction for this level of road is handled by provincial
governments or, to some degree, by the national govermment on an unsys-
tematic basis with very little foreign assistance. The recently approved
proposal to develop a rural road program for the construction of over
750 kms., of all-weather roads and 2,400 LMs of bridges in 22 provinces
under a $15 million USAID Development Loan is a notable exception repre-
senting a amall but significant stride toward meeting the secondary road
requirement of an expanding agriculture sector. In addition, the rural
roads program will provide subsrantial employment ovportunities and eco-
nomic stimulation in the rura. areas concerned,

As the planning and management capabilities of additional provinces
. are upgraded to the point where they can administer rural roads programs,
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the rural roads program can be expanded to additiomal provinces. It is
estimated that accomplishwment of both the necessary improvements to the
existing 53,000 kilometers of provincial and other locally-~administered
roads and the comstruction of additional penetration roads to areas of
agriculture potential could generate s need for one and a2 half billion
pesos during the next decade., This can be considered the minimum amount
to adequately serve the expanding agriculture rural development programs
of the Philippines. Foreign assistance will almost certainly be needed
to finance these projects. The effective implementation of this type of
program would assure that within g decade every barrio in the Philippines
would be comnected to the national road system by an all-weather roed, '

Perhaps as fwmportant as rural roads in assisting the rural poor is
the very wide-spread requirement for improved management of land and
vater resources particulariy small scale irrigation systems. It is
gensrally recognized that in wost areas of the Philippines, proper water
resource management could nearly double rice production and significantly
increase productiom of other food crops. At the present time less tham
30% of rice lands are served by sdequate irrigation systems. In many cases,
the installation of the required system could be accomplished with a rela-
tively small capital investment of £1,000-P2,000 per hectare; of course,
whether already in place or new, the key to successful irrigation over time
resides in careful operation and management of the system. This is an srea
the PDAP is already addressing on a pilot basis.

PDA? has already particivated in the development of small scale pump

. irrigatim systems under the Philippines Barrio Irrigatiom Services Asso-

ciation [BISA) program. Improved management systems for small scale
irrigation projects will be developed and demonstrated under a $3 million
FY75 devi:lopment loan, In the meantime, some P4 million has been pro-
grammed ‘or other types of communal frrigation systems under the on-going
Special nfrestructure Program (SIP), Based on the preliminary results
of these programs, it is currently estimated that the PDAP irrigation
concept vorking through local governments could be used to improve or
construci: small scale irrigation systems during the next decade that would
cover 100,000 hectares while serving 40-50,000 small farmers families.

It i.s estimated that construction of these facilities would increase
the smmuul palay crop by approximately 300,000 metric tons which at pre-
sent prices would provide the small farmere with an additional annual gross
income of' approximately P00 million., In order to accomplish these goals,
the required capital investment would be in the magnitude of P300-P400
million., Because of the existing commitments of local funds to the large
scale irvigation systems that are being comstructed by the national
government, it i{s anticipated that foreign assistance will be required
to provide funding in an amount of approximately P150-P200 million for
the successful {mplementation of the racessary small scale frrigation
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systems. Presumably these funds would be made available as concessional
development loans.

The continued improvement of the PDAP approach could very well lead
to expanded roles for local govermments in filling voids between on-
going national programs and the existing needs of the rural poor in the
currently lower priority areas of the country that without such inter-
vention are not likely to be reached by the national programs for an
extended period of time. This role would be particularly important in
the implementation of an integrated development approach in 2 number of
relatively limited geographical areas outside the major river basins.
Another potential local government function would involve the utilization
of provincial engineering capabilities developed in PDAP to construct
small scale or barrio potable water sources and distribution systems.

It is within the present capability of the PDAP provinces to develop
small water systems during the next 5-10 years that would serve nearly a
half a million poor rural inhabitants that do not presently have adequate
sources of potable water., To accomplish this goal, would require a
capital investment of P75-125 million, a portjon of which would have to
be financed by external loans.

Expected Results and Beneficiaries

The continued improvement of the PDAP approach and the implementa-
tion of the two basic elements of infrastructure development, rural roads
and small scale irrigation system, coordinated with rural electrification,
‘rural water systems, manpower development and effective nutrition/family
planning programs will produce significant progress toward a relatively
self-maintained mechanism for balanced rural growth that can progressive-
ly expand throughout the Philippines under the guidance of the Department
of Local Govermment and Community Development, These steps should insure
that GOP and foreign donor inputs will produce agriculture sector gains
that will result in the maximum economk and social advantages for the
greatest number of small farmers and their families.

At the present time PDAP is operating in 23 provinces having a total
‘rural population of over 9 million people which represents about one-third
of the entire rural population of the Philippines. Review and analysis
of the current impact of PDAP on the rural population indicates that over .
3 million farmers or rural dwellers are benefiting from some aspect of
the PDAP program as implemented through the Provincial or Local Govern-
ments, By FY 77-78 PDAP will cover at least 32 provinces representing
more than half the total rural population of the Philippines. Given the
anticipated impact of improved and continuous planning, programming and
implementation by the PDAP provinces on the wide range of coordinated
developmental activity as indicated above, it is expected that the PDAP
beneficiaries, including a significant number of rural poor,will reach
10 miliion persons.
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In addition, during the same period, the partnership of DLGCD and
PDAP will Iikely result in another 10 million beneficiaries from PDAP
methodology and technology being transferred to the rural areas through
DIGCD-adninistered activities,

Summary of Future U.S, Role:

The successful implementation of the Local Development Program as
outlined in the PROP will result in FY 78 in providing the DLGCD and
PDAP witl a capability of reaching the majority of the rural populace
with basic developmental activities and programs designed and tested by
the PDAP. The U.S. role in local development while focused upon the
PDAP will gradually broaden to include other areas and activities within
the DIGCD.

Instead of dealing primarily with the PDAP provinces, future AID
inputs will be programmed for courtry wide application. Based upon spe-
cific programs which have been designed and tested under the PDAP, AID
will provide funding for various types of major rural infrastructure
projects targeted at the rural poor including rural roads, small scale
irrigatien and small potable water systems. Further, in conjunction with
the above and with the evolution of the role of provincial and municipal
developments ataffs in plamnning, coordinating and implewenting national
programs at the local level including nutrition, family planning and
agricultural production programs, it is anticipated that AID funding will
cover a lirge number of small and medium integrated area development
projects throughout the country. Finally, US inaputs in local develop-
ment will undoubtedly be required to further strengthen the administrative
and management of DLGCD so that it can effectively function as the major
vehicle for rural development.
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Map 1
PROVINCIAL DEVELOPMENT ASSISTANCE PROJECT
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Map 2
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LOCAL DEVELOPMENT PROIJECT

( Counterpart to GOPF Provincial Development Assistance Project )
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RURAL ELECIRIFICATION
Background

Of the Philippine population of 42 million, only 12.8 million, or
30% of the total population are served by electricity. Most of these
people live in the Metro Manila and other urban areas in the country.
The rest of the population (68%) reside in the rural areas, and most of
them have yet to enjoy the benefits of electricity. It is this segment
of the population that the Philippine government through the National
Electrification Administration is committed to bring electricity to
during the next 15-20 years. .

The A.I.D. assisted national rural electrification program is an
integral component of the Philippine Government's comprehensive strategy
for rural development. This is clearly articulated in the GOP's most
recent loan application letter requesting additional A,I.D. development
loan assistance and in the Govermment's Rural Development Sector paper
prepared for the December, 1974 meeting of the Consultative Group for
the Philippines. The place of the rural electrification program in the
Government's national development effort is enunciated in the Philippine
Government '"Four-~Year Development Plan FY 1974-77" as follows:

"One of the top priority projects of the govermment is the total
electrification of the whole country. In the rural areas, the aim is to
provide the power needs essential to increase the productivity in both
agriculture and industrial activities. This will be done by enhancing
the benefits of irrigation and farm mechanization as well as by promoting
the development of small and medium scale industries in the rural sector.

\‘Obviously, these programmed activities pre-suppose the availability of
cheap and continuous electric power in these areas. Likewise, providing
electricity for lighting and household appliances will also contribute
to raising the welfare of the rural population in terms of conveniences
and comfort relative to social development, particularly to education
and health.

"Consequently, with the view that, ultimately, rural development is
contingent on the availability of economical and reliable electric
power, the present rural electrification program becomes basically im-
portant to the new agrarian reform program."

The Philippine rural electrification program is distinguished from
rural electrification efforts in a number of developing countries (which
essentially are based on extensions of operating profit motivated public
utilities) in that it is national in scope, is using the cooperative as
the vehicle for implementation and as in the parallel U,S, experience,
relies heavily in the early years on highly concessional lending to
establish firmly the cooperatives' financial viability.
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Rural electrification has definite social as well as economic im-
plications which are also important in the Philippine overall develop-
mental strategy. For many decades the Philippines has been one of those
areas of the world where the gap between the wealthy few and the multitude
of the poor was highly visible. Narrowly held ownership of land and the
facilities of production exacerbated the contrast and posed threats to
stability.and progress.

. Formation of rural electric cooperatives is one of the steps being
taken by the Philippine Government to reduce the socio-economic imbalance.
Part of tae successful amelioration comes from providing more job
opportunities and higher income in the barrios and rural towns. Of great
importancez in the long run is the opportunity through successful member-
owned electric cooperatives for rural people in low-income levels to own
some portlion of the economic structure. Accustomed to exploitation,
thousands of people now -~ and millions later =- learn the responsibillities
and enjoy the benefits of shared services through local cooperative
ownership and control. By participating in the electric cooperative, by
learning to speak up at local meetings, by volunteering for committee
assignments, by acquiring through their own initiative plus government
assistance a taste of better living, more and more barrio folk will gain
some measure of self~confidence and experience in practical rather than
theoretical democracy. The effect on the political future may be as AU
significant as the effect on the economy. '

Extension of electricity per se to the rural areas is essential to
the generation of increased non~agricultural employment opportunities.
Increased employment and the higher income resulting from it will help
to reduce the pressure of migration to Manila and other urban areas and
thus lessan the exacerbation of urban, particularly squatter problems.

A,I.D.'s interest in rural electrification in the Philippines began
with the funding of a Power Sector survey in 1965. Two pilot rural
electrification projects recommended in that report were assisted by
A,I,D. and completed in 1971,

In 1972 with the strong support of President Marcos, full scale
rural electrification program was launched. Funding was made up of $20 M
in U,5, development loans for commodities and engineering services,
$30 M in Japanese Reparation goods, $37 M in local currency partly
supported by feed grain loans plus about $6 M in excess property and
grant funled technical assistance. A total of 36 cooperatives serving
2,4 million people was to benefit from this first significant effort.

It later developed that the Japanese reparations commitment was reduced
to $7.5 M but the goal of 36 cooperatives was retained nevertheless when
the Philippine Government pledged the necessary local currency for needed
material.
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Curren; Effort

In 1974 the second A.I.D. rural electrification loan of $18 M was
completed for the purchase of electrical materials and engineering
services. A counterpart of $16 M equivalent in local currency was
pledged by the GOP thus expanding the joint U.S.=-Philippine rural electri-
fication program to include an additional group of cooperatives, It is
estimated tnat about 10-15 sysiems can be constructed with the funding.

Authorization for the third rural electrification loan in the amount
of 820 M is anticipated in December 1974 and ths Philippine Government
again has pledged support with an additional $16 M equivalent in local
currency. About 10-15 more cooperatives will be assured by this action.

The total effortes to date therefore should resuvlt in the construction
of up to 65 rural electric cooperative systems to provide electric service
to a rural Philippine population of over 4 million people,

Complementing the AID~supported rural electrification distribution
program, the World Bank has over the past several years.funded power
system expansion on Luzon and has recently completed arrangements for
its sixth pcwer loan for generation and certain transmission line exw
tensions., Also in Luzon, Japanese funding currently is being arranged
for geothermal generation at Tiwi and Cagayan Valley power facilities,
The U.S. ExIm Bank and other donors are being canvassed for NPC's biggest
effort, a 60 MW nuclear plant. In the Visayas, the GOP has vecently
contracted for French funded diecel generation to be placed at several
strategic lccations to supply the expanding needs of private and public
electric utilities including the electric cooperatives., Finally, the
Asian Development Bank has cummitted itself to support the generation

and high voltage transmission needs of the Philippine second largest
island and has announced its third power loan supporting hydro-electric
generating facilities on Mindanao. Previous loans have funded extensive
hydro-electric generation of the Agus river complex and several high
voltage transmissfon lines. :

Future Effort

The Philippine Government hopes to extend electric service to all
rural areas during the next 20 years, Achievement of this target will
require very substantial funding; while A.I.D., is not committed to such
funding, the Mission proposes to continue its key role in bringing this
rural development project to the point where it can be continued success-
fully by the Philippines using its own funds and whatever foreign loans
might be available, '

The NEA short term target (Phase I) is to complete at least one
cooperative backbone system in each of the 72 Philippine provinces by 1982,
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The total estimated funding requirements through 1982 for the Phase I
program are $237 million equivalent of which $111 million represents

the fore:gn exchargze requirement. Upon completion of the Phase I pro-
gram (funding thru FY 1977, physical completion FY 1982), NEA should be
a technically visble and expericnced institution, with competence in the
areas of training, cooperative formation, feasibility studies, engl-
neering, construction wmanagemeni, and finance and evaluation., The rural
electric cooperative movement will have been sufficiently developed to
maintain its own womentum thus werranting the phase~out of the A.L.D.
technica’. and financial assistance. However, concessicuzl lending on
terms sinilar to A.I,D. bilateral loans and/or a larpe measure of direct
governncut subsidy will continue to be réquired if the natiomal goal of
total elcctrificaticn is to be achieved, This goal iz the focus also

of the multilateral program of power developzent in which IBRD ond ADB
ordinary loans are uscd for expansion of power generation and trans-
mission systems, During the Fhase I period (1971-1977) when A.X.D, will
be directing its suppert for local power distributien via cooperatives,
it is esfiimated that loan funding by the IBED, ADB and other sources to-
Hational Power Corporation for power genmeration and transmission will
total slightly over $1 billion.

The foreign exchange requirement to meet the rapidiy growing exe
pansion of the Phase I backbone rural electric coop systems for nation=-
wide coverage will require an estimated additional $1.6 billion by 1994,
exclusive of major generation and transmission needs, It is anticipated
that beginning in about 1578 the Philippine government will turn to the
IBRD 2nd other internaticmal financing for their mneeds. Local costs to
complete Phase I will be the dollar equivalent of $120 million., Additional
local costs to provide nationwide coverage by 1994 are estimated at the
peso equivalent of §1.3 billiom,

Expected Results and Beneficiaries

The rural areas targeted under the GOP's long~-term rural electric
program include 12 of the 15 million persons in the Philippines falling
within tte lowest 407 income bracket. Since direct beneficiaries include
farms, agro-industries and smallescale industries, indirect benefits in
the form of improved and more economic services and increased employment
opportunities will accrue to porticns of the rural population not directly
served by the electric systems either because they are outside the service
area or £re below the threshold income level for connection to the coop
system.

By the end of 1974, 51 cooperatives were organized and loan agree-
ments signed, Construction is taking place now on over 25 systems, and
29 are ir. an operating status, Over 160,000 cooperative members re=-
presenting a population of over one million are now receiving electric
service,
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Based on the expericnce of the two pilot electrification projects
and the 27 additional projects now in an operating status, it is estimated
that betwsen 80 and 95 percent of the populatiun will be in a position
to afford ¢lectric service soon after it is made available by a coop-
erative, Lven though the income of many rurzl areas is low, perhaps
‘gééfaging$300:per housebold annually, experience has shown that Filipinos
are willing to zllocate a large portion of their cash income to electric
service, ILow cooperative electric rates coupled with the low require-

ment for c¢sh outlay for food, clething and shelter permit this low-

income groip to take advantage of the electric service. Although statistics

on correlation betwsen family income and cost of power have mot yet been
genervated ty NEA, indications of utilization in the home show that lighting
is the most extensive home yse, &lg:;x;g_;nnna are the next priority use,
then faod preservation and finally homele ntfrtaznnvnt.

_. While the small farmer will also be a residential consumer of the
coops, the main productive use of electricity currently programmed for
farmer henefit is small electric pump irrigation., Companion programs
are funding the necessacy equipment, technical assistance, and training
to bring about small farmer owned rice producticn through irrigation in
the cooperative areas. Nineteen such projects are now operating or in
the plamning stage.  Although only 993 hectares were actually served as
of October 1, 1974, the proposed program under development includes
35,693 hectarez to bring year round irrigation to 21,306 farm families
or a farm population of approximately 128,000. Potentially over 500
small farmer irrigation projects (5-10 Horsepower) are viable in the
service areas of the planned electric cooperatives and currently are under
review as a possible joint USAID/Thilippine development program.

NEA's power use division has directly initiated 12 small scale in-
dustrial cooperatives, of which five are currently operaticnal employiug
over 2,000 workers. The IBRD is considering the provision of $2.5 million
to the GOP for support and expansion of this program as part of a $30
million loan for dispersion of industry and small scale industry develop-
meut. Numerous other appllcatxons are expected to develop spontaneously

or with the assistance of the GOP's new small scale industry and agro-

LR

.1ndustty programs.,___“*f_
Each of these efforts, and other similar endeavors, will provide the
basis for ddded employment and development in cooperative areas during
the early pzariod of operation, After a cooperative has been in operatipn
for a period of 24~-36 months the reliability of its service and ability
to expand to meet new loads will have been proven and small industrial
develeopment should increase, In one of the pilot project areas, lumber
mills, feed mills, a fish research unit, and similar small industry has
emerged while three small municipal water systems have been installed
using local funding. From only ten new industries surveyed, 290 jobs
have been created within the coop areca since energization of the electrie
system. FElectric applicance and air conditioning purchases also have
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been encoaraged by the use of scft loans from the cooperatilve,

Whilz much additional survey and evaluation work needs to be done
to better demonstrate the detailed impact of electrification on the
rural arezs served, programs to assist the GOP in this objective are
continuinz and will be expanded under future AID assistance.

Surmary of Future U,S, Rule

The ‘ission propouses that A,I,D, continue the' financial support of
the rural electrification progrem through FY77 by providing a $20 M

“development loan in both FY76 and FY77 and continue technical assistance

through these years., By this time rural electrification should be well
established in the Philippines. Future foreige euchange requirements
will excezd the resources of A,I.D. It is expected the Philippines will
in FY78 turn to the IBRD and perhaps other sources to permit expansion
of its rural electric cooperatives, Foreign exchange needs will rise
to some $100 million annually in the 1980's if total rural clectrification
is to be achieved, IBRD financing at 8% interest and much shorter terms
than A.I.D, will require a substantial GOP subsidy to assure viabili ty
of the cooperatives,
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SMALL_FAPMET INCOME AKD PRODUCTITON

Packground

The primary goal of agrisulture in the Thilippines is self-sufficiency
in providirg the necessary food for the country's growing population and in
increasing agricultural exports to bring about needed foreicn exchange. It .
is the firet part of this deverminaticn to which the USAID~supported Small .
Farmer Iro'ecckt zpplies., The Yhilippino Goverament goal relating to the Swall < .
Farmer projcct 1ls to achieve self-sufficiency in national rice and corn s
production with special emphasis on increasing the productivity of small-
scale farmers and developing sources of farm incowe for these farmers -

_ through crcp diversification, .

In late 1972, the Philippine povernment, faced with a food crisis
brought on by a series of wnatienal disasters, lounched a nutionwide inten-
sive rice preduction campaipgn during the dry scason of 1973, A significant
aspect of this campaign involved supervised eredit through the private rural
barks finarced by $5 million in “seed" capital provided under USAID flood
relief funds., Some 13,400 small-gcale farmers vere involved, and the govern~
ment and the private sectur demonstrated ap ability to plan and implement a
emall-farmer ncn-collateral credit program., Based on this {irst effort, a
greatly exranded cawpaign was planned and implemented for the major rice
season of 1973 under the slogan '"Mzszagana 99", inadequately translated to
mean ‘'bountiful harvest, 99 cavans (4.5 MT) per hectare.'" The supervised

credit program made available 369 willion pesos ($53 millicn) to finance a

proven package of technology for 404,000 swall-scale rice farmers. Mobile
banks utilizing jeeps, boats, and cven helicopters, made credit availeble
ta the most remotely located farmers,

Current Efifort

Out of this experience of Masagana 99 came the developmeant of the
basic outlines of the Small Farmer Project. In a broad sense, the project
is designed to institutionalize and regularize the managewent of the nation's
rice and corn crop production programs to reach the majority of the coun-
try's small-scale farmers. U. S, assistance to this progrem is coordinated

‘through the National Food and Agriculture Council (NFAC). The successful

experience with accelerated rice production under Masucgana 99 is being adopt- ,
ed through other packages of technology and management systems to increase
production of corn, sorghum 2nd other crops. . -

f
The key elements to the Small Farmer Project are: _ = |

A, Management of Rice and Corn Production Proprams., This includes the
development of Management Information System (MIS) designed to gather select-
ed data of crop production and related inputs at the farm level for process-
ing at the pational level by program managers. Tu this category, our
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assistanc: also involves aid for small farmer credit and the development
of full farm or multi-enterprise financing centered around rice and corn
as the principal crops. The broad management areca also covers economic
analvsis of the farmer and the support systems needed to sustaln him. The
concept o the project is to develop a data base and, more importantly, a
data system which can be used, assessed, and updated, as appropriate, to
react to the continuing nced for increased agricultural production in the
Philippines,

B, llesearch. This part of the Small Farmer Project is designed to
improve the research capability of government programs relating primarily

to rice and corn producticn, It will include two general types of research -
one: appl:ed on~farm, which is designed to develop an effective inter-agency
program making recommendations to small farmers on varieties to be used,
input levels, and management technologies, Essentially, this will cover
on~farm trials, as, for example, tests on the deep placement of nitrogen

for reducing the amount of fertilizer needed to obtain a given rice yield.

A second aspect of research in this project is the test bed, which is a
broader, multi~disciplinary type of experimentation covering a wide range

of possibilities such as the question of: (1) whole farm credit financ-

“ing; (2) the compatability of different crops grown in rotation with rice

and corn; (3) economic and social feasibility of alternative systems for
purchasing, drying, storing, transporting, and pricing farm products.

C. Assessment/Strengthening of Small Farmer Production and Support
fub-~Systems, Under this portion of the program, USAID is cooperat-

ing with FFAC in bringing in particular specialists to tackle gpecific
obstacles or areas of concern in the rice and corn production fields. Con-
sultancies are being provided or planned for fertilizer development, grein
marketing and storage, and improvement of a corn production systewm. This
has been a most important part of the project in the past and continues to
be for the future., The availability of outstanding consultants from TVA has
helped considerably in influcencing fertilizer policy within the Philippines.

Future Efforts, Expected Results and Deneficiaries,

By 1978 the government expects to have its Masagana 99 program expanded
to 1,403,000 number of farm families and to have a similar program applied-
to 407,000 number of corn families., Target family incomes of rice and corn
farmers are expected to reach 2,350 and 2,150 pesos respectively by 1978,
This comp:zres with an estimated average farm income in 1973 of 1,500 and
1,120 pescs, or an increase of 57 and 92 percent respectively, The possi~
bilities for expansion of production in the small farmer income areas are
substantizl. The prospects for introduction of new techmology with high-
yielding varieties; with better management practices; with prospects for
increasing hectarage of irrigated land for cultivation; with expanding »
government non-collateral credit--all of these and other factors bring
forth a promise of a greatly modified rural landscape through the Small
Farmer and related projects being undertaken by the GOP, There is now
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the beginnings of the type of Ffundawental revolution in peaceful terms

that is nceded in the Fhilippine countryside, Through construction of
rural roads, through development of irrigation facilities, through

Masagana 9¢, through better health and nutrition sctivities, etc., the
government is now beginning to briag albout 2 c¢lear chanze in the tradi-
tional and almest feudalistic imbalance between the affluent in the city
and the pocr in the country. The USAID Small Farmer project is only a
small portion of this, bui it is a very importazni one and will continue

to be so fcr the next few years in incrcasing the production of rice and
corn. It is helping to estsablish 2 manzgewment information system, an ana-
lytical and communications framework which will make it easier for Philip-
pine policy makers in NFAC and related organizations to handle both ordinar~
y and crisis situntions as related to basic food production. And the
emphasis 1s on data that will be helpful and relevant to the gmall farmer
wio is the major rice and corn producer in the country. Alongside the
emphasls on the highly important management system is an emphasis on re-
search, of continuing to improve the technclogy that is being developed
here in the Philippines, and to develop new azpproaches through the "test-
bed" concept, There will be close cocperation with other interested bodics
involved in this effort such as IRRI and the Philippine Council of Ag Re-
scarch, to which we are proposing a loan of $5 willion. Finally, the
present project of USAID continues the highly effective provision of short-
term consultants to deal with specialized and particular problems of rice
and corn production.

Ve expect our assistance to continue for the next four to five years
until the main outlines of the Government's management and research pro-
grams in rice and corn have become institutionalized. There wmay be some
modifications in emphasis such as greater stress on multiple and intex-
cropplug which increases production pevr given land area, increases total
; empleyment, and spreads risks over several different crops; planting over
i different times of the year; on new credit possibilities; and studies on
" marketing, The government may also wish to consider the possibility of
development of an agro-business corporation to assist in increasing the
availability of investment capital., Whatever these modifications, the
basic direc:ion of the project is clear~-a program directed toward the
rural poor, toward the one wmillion small-scale yice and corn farmers, most
of whom are presently tenants. If successful, it will bring about con-
stantly impr-oving stability of income..

Summary of Puture U,S. Role

The U.3. intends to provide around $500 thousand per year in grant
furds for the next four to five years, Ve are considering the possibility
of a development loan for the establishment of an agro-business develop-
ment corporation. There are many related activities in provincial develop-
ment, rural roads, rural electrification, Project Adam, rodent control ac-
- tivities,. AlD-financed work at IRRI, which have an important continuing
relationship to the main thrust of the Small Farmer activity, We are at-
tempting to give better and wore effective coordlnation to all of these
activities, each of which has an important inter-relatlonship with the
other. :
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Figure 10O
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AGRARTAN REFORM

Bacquouxi

The firet effort at land reforw in the Philippinzs took place during
the earl, colonial administration when friar-owned haciendas were pur=
chased by the U.S5. Government aud redistributed to some 60 thousand
tenant occupants., This undertaking largely failed., Farms reverted to
ownershi> of private landlords because tenants fell into debt and ware
unable to maintain control over their lande, During the remainder of
the colenizl regime, efforts to promote howesteading znd to provide
agricultural credit did iittle to help, and in the Commonwealth period,
legislat.on on crop sharing as well as land purchase and distribution
accomplished little, Following independence, the U.§5. Government fivst
expressed a strong interest in land reform in the Philippincs in 1950
when the Bardie and MeMilland reports urged basic land reform. After
Ramon Maisaysay became President in 1954, legislation was enazcted which
provided a Bill of Rights for tenants and estsblished credit snd coopera-
tive institutions to support small farmers; landlord opposition and in=-
effective implementation, however, severely limited the iwmpact of this
legislation. After promulgation of the 1963 Land Reform Code, USAID
agreed Lo support a new program whose principal goal was the conversion
of share tenants to leasehold status, Subsequently when land reform did
not receive sufficient GOP support, the Mission curtailed its assistance.
By 1970 considerable experience with the problems of marketing, extension
and land reform had accumulated, but no effective, comprehensive system
had evolved to coordinate and fully utilize this knowledpe. Conscquently,
the Pnilippine Government and USAID agreed to a pilot project in Rueva
Ecija precvince intended to develop such a system. The purposes of this
effort were to test ways to accelerate conversion of share tenants to

. leaschold and to develop a support system to assist leascholders in

achieving economic independence. Significant progress toward these pur-
poses was achieved,

The most significant Philippine Government initiative was taken in
October 1972 when President Marcos issuved a decree to convert the tenants
into owners of the land they cultivated. The decree provided the legal
basis and set forth the principal features for the transfer of ownership
of tenanted rice and corn land to the cultivator. Subject to certain size
limitations, tenants are given the opportuvnity to purchase the land they
cultivate, The cost is to be amortized over a l5-yecar period and the
beneficiaries are required to join farmers' cooperatives which will
guarantee payment. Compensation is provided to landlords in various
forms of which the most important thus far has been 10% cash payment and
90% in Laad Bank bonds bearing 6% interest. '
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Current E7fort

Priov to 1973, support for agrarian reform was provided under s

general apri»ultural techirical assistance project, In August 1973, an

independent aprarian reform project was established which includes -
“support for laud veform znd cooperative development with additional .
essistance for farmer cuppevt aystesms being drawvn from other projects.
The level of fundirpg for the agrarian reform project in FY 74 was about ;
$50%,000 and is programucd st about the sane level for FY 75. Approxn-
1rdte]y 8(% of the FY 75 funde are for technical services with the ‘ T
balance being allocated to participant traininy and cenmodities, .

The thrust of USAID support is directed toward improving the manage
ment and ¢fficiency of land reform operstions aud strengthening the
cooparative structure, With respect to land trensfer, USAID has supplied
technicians to assist in such areas ae aerial photopraphy, procedures

snuslvsis, computer systems, and management information., Other suppore
has involved supply of phoivgraphie cyuipment; wvehicles, and other commo-
dikics to improve administraticn of the reform. Also, training has been
provided in the U.S. and third countries with a fccus on technical aspects
of the lard reform, USAID has a full time cooperative systems advisor
working in the two pilot azveas (the provinces of Moeva Eelja and Camarines
Sur) on linkages between farmer associztions, wmarketing cooperative and
central marketing operations. Short~term consultant suppori in ceoperat1VL
marketing, managemsnt and aducational eurricula is also being provided,

Tlte land reform program has been subject to a series of issues some of
vhicli are not vet resolved, Since the govervment has applied the prozram
sequantially according to size of landlord holdings te a recently an-
nounced maximum retention level of 7 hectares, the changing scope of the
reform has seriougly complicated program planniry, design and implemen=
tation, Another issue concerns compensation options. Although the
government has announced a series of compensation options, only one has
been applied in nearly all cases. The terms and conditions of the come
pensation process have been a factor in seriously hindering the prompt
indemnification of landlords., Another basic issue coucerns overall
managewent of the land reform program. It tends to be a centralized _
operation which iwpedes rapid flow of documentation and incisive deci= s
sion-making, YLastly, an important issue exists with respect to coor=
dination of membership by land reform beneficiaries in farmer asso=
ciations aid organizations of the associations in localities where bene = -
ficiaries reside, %?

Future Bifort

With the November 1974 decision to include another 200,000 rice and
corn tenancs cultivating some 350,000 hectares of land in the land reform
by lowerin: the maximum retention limit to seven hectares, the existing
levels of JSAID support will be reasseseed; current indications are that
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additional technical and commodity assistance and training costing
approxinately onc million dollars through 1977 will be required, A
major comoonent of this gupplemental support would be directed at a
special effort to complete essentially all land reform actions (traznsfer,
compensatlon, {armer orgenizaiion wembership, leasehold conversion) in
the two pilot provinces of Hueva Ecija aund Cazmarines Sur at an acce-
lerated pice. Further censideratilon vwill be given to other pessibilities
for assis:zing the CGOP in improving progran organization and management.

To hive a cowprehensive land tenurs reform, UZAID plans to assist
the COP develop and pilot test an effective leaschold system for those
tenants ineligible te purchase lands under the transfer program, i.e.,
tenants ou rice lands 7 hectares and below aznd those cultivating other
crops. Otlier directiy related areas that will be concidered for support
under land reform include (&) develepmeut of a land registry system
which will help insuve long term security of tenure and an effective
recording process; (b} land consolidation on a tesi-bed basis;

(¢) development of improved capability for land wse and resource plan=
ning, and (d) development of 2 visble land settlement prototype.

With respect to cooperative development, USAID support over the
next severgl years will continue to concentrate on strengtheniug insti-
tutions that relate to small farwmer organizations. Theve will le a
shift toward assisting the cooperative supply and marketing network that
is linked to barrio farmer ascociations. TProviding the fortheoming
feasibility study determines a neced, consideration will be given for &
development lozn of up to 520 million to install cooperative grain
storage, handling ond procesgsszing facilities., Necesgary training, techni=-
cal and cowmedity essistance would also be provided.

Beyond the current land transfer operation, there will be a long
range requirement for agrarian reform research. As government policy
and prograns evolve in arcas such as land development, land planning
and use, varal labor, non-rice and corn egricultural land, income distri-
bution and production, & flow of research information and evaluations
will be ne:essary. Thevre is a grossly inadequote data Lase for providing
guidance aid making decisions on these topics. To help satisfy this need
for expand:d and improved information, USAID will exawmine the possi-
bility of supporting a long~term sicter-institutional relationship bet-
ween the University of Wisconsin Land Tenure Center and the Philippines
Agrarian Reform Institute (ARI). Such support would be aimed at up=-
grading the ARY preogram to make its research and training roles more
relevant to GOP development efforts, The support may consist of up to
$2 million over a six year period.
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Expected Rosults and Beneficiaries

The total agrariaun reform effort is aimed at the ewall farmer popula-
ticn, Regavding land reform bencticiaries, nearly 500,000 tenant families
now tillin; an average of 1,8 hectares will have the opportunity to be-
come owner:; of the land they are cultivating. The balance of rice and
corn tenan: farmers {(an estimated 500,000} and other tenants will be pro-
vided strengthened leaschold arranmgements which govern landloxd-tenant
relatiornships. 1In terms of income, most of the willion rice and corn
tenants probably belong to the bottom 40 percelL of rural soc:ety wvhose
annual average family income is about $150,

Land reform beneflciaries wiil become membzers of farmer organizations
tied into the cooperative movement. As such, tiey will directly influence
and particlpate in the institutioual supply and warketing structure of the
country. 4As farmer organizations obtain increasing equity in the rural
banking system, there should be reduced dependency by the membership on
government and outside credit sources of production credit needs., Total
farm organwzation membership is targeted at one million small farmers,

Agrarian reform will assist in shifting the socio-economic balance of .
the agrarian structure toward the small farmers. This should be accom-
plished Ly dispersion of land ownership, increased shares of production
going to the farmer himself, greater security of land tenure, and organizad
farmer involvement in the means of credit, rescurce supplies and marketing.

The dovelopment of the Agrarian Reform Institute as a training and
research institution - for providing the government with better prepared
persounel znd a much broader data based from which to make pclicy and pro-
gram decisions should benefit a range of agrarian reform efforts aimed at
small farmers. HNot only would the ARI serve as a repository of knowledge
in this subject area, but it likely will be the source to which the govern-
ment looks for competent agrarian reform program management.

Summary of Future U.5. Role

The U.S. role in agrarian reform can be vigsualized in two parts --
short term - ass:stance over the next 3 to 4 years - and Ionger term.

The short term suppcrt would continue to concentrate on current““?
land reforr and cooperative development with some additional input to
development of research capability, GOP plans a special effort in two
pilot provinces, Nueva Ecija and Camarines Sur, and USAID proposes to
support this effort, The a2im in these two provinces is to speed up land
transfer and in the process demonstrate how the job can and should be
done for a nationwide land reform program down to the 7-hectare level.
This will require an approximate doubling of AID's technical assistance
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program in FY75 and FY76 to about $1 million in each year. This short-
term assistance would also involve preparatory work for and initiation
of inputs to a coopevative warketing system and to strengthening the
Agrarian R:2form Institute (ARI).

The 1onger range support might include a development loan (possibly
$20 millic:) for cueperstive marketing, institutional support for ARL
(possibly ;2 million) and other grani assistonce for pilot efforts im
agrarian r2form related areas described above (péssibly 54 millidn). “'
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BICOL RIVER BASIN DEVELOPMENT

Backgrouni

Rural development has been an articulated goal of the Philippine
Government throughout the 1960s and into the 1970s. 1In terms of numbers
of people, the problem of poverty in the Philippines is overwhelmingly a
rural one, Since the end of the 1960s, the Governmment has recognized
the need o modify traditional economic development strategies in order
to reduce widespread economic dualism and improve standards of living
with particular reference to the rural regions of the country. The subs-
tantive development strategy of the Government that has evolved is
premised on implementation of a strong rural development program using a
variety o: approaches and techniques including increased investment in
basic and provincial oriented infrastructure.

The Covernment is also pursuing a policy of decentralization of
authority and responsibility for the identification, design and imple-
mentation of rural development programs to increase efficiency and
broaden the participation of local governments and regional offices of
national government. Accordingly, Regional Development Councils have
been orgarized in all 11 regions of the country to coordinate national
and local development programs. The high pricority attached to the USAID
supported Provincial Development Assistance Project, one of whose ob-
jectives is to strengthen the planning and management capabilities of
Provincial governments, and the decision of the national government to
have Provincial Governors assume overall provincial responsibility for
implementation of the Masagana 99 rice production program, are further
indicators of the GOP's intent in these matters.

The Government is also testing the possibilities of integrated area
programs as a major instrument for accelerating rural improvement. The
extent to which the Govermment will pursue this appreach, with its need
for relatively heavy application of resources in limited geographical
areas with limited population, is uncertain at present. However, it is
clear that the GOP is committed to the idea of testing the approach on
a selective area basis, e.g. in provinces or river basins where incre-
mental invastments in infrastructure and services are expected to yield
significant economic and social benefits and which can in turn serve as
important zrowth poles in stimulating broader regional development. The
Bicol River Basin is one of the areas selected for trying this approach.

The Bicol River Basin Development Program is iInnovative iun several
respects. First, a comprehensive systems approach to planning and man-
agement has been adopted which integrates physical infrastructure re-
quirements (e.g. irrigation, flood control and tramsport) with social
and economic requirements for rural developwent (e.g. land reform and
developmen: of farmer support systems). ,As a consequence the Program is
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multi~discipline and rulti-sectoral effort encompassing such diverse

- gectors as vatey rescurces, Sransportation, agribusiness, crops, lives-
stock, figheries, agricultural credit, asgrarisn reform, health and
nutrition, The Program is spucifically targeted on a major suberegion
of the country with high groweth potential, the 312,000 hectare Bicol
River Bozin., Finally, the cbjretive of the program is concerned with
real incresses im per capita incewe among the Basin populatiom, with
particulyr reference fo lower lucome groups,

The Birol prograwm is the product of an interagency effort prepared -
under the loadershin of the secretaries of the departments of Public .
Works and Apriculture. The seicction of the Bicol River Basin watershed
arca for development is explained iu large part by the coincidence of a
rich agricultural base and a progressive farnm corsunity, on the one hand,
and problems of high tenanecy, periodic flooding ond deficient infrastruce
ture on the other, The basin lics in ome of the nation's key agriculture
aress and is one of the priority sveas covered by the Government's lavd
reform program. The Bicol Prograw has been incorporated into the naticnal.
four~=year ('Y 74-77) development plan as the Government's initial pilot
effort in integrated area developusat. )

Beyound the general concept of integrated area development, the
Bicol River Basln Program repregents a specific form of area development
~= the rivey batin wmodel =< which may be particularly well suited as a
development mechanism given the physical realities of the Phillppine rural
sector, In the Philippines, subregional programs focused on the major
river basin watershed avess could yield substantial ecomomic as well as
sccial benetits, consistent with the Govermwent's dual objectives of growth
and welfare, Within the coutext of Philippine agriculture, the nation's
igeven major river basins constitute the majority of rich accessible and
'potential irvrigable lands; the river basims account for production of more
‘than half of the naticea's principal food staples == rice and corn,  In
gocial termi, the majority of small rice and corn farmers to be henefited
from tenure improvement as a result of the Covernment's land reform program
live within the nation's complex of river basins.

Ag an i(llustrative case the Camarines Sur portion of the Bicol River
Basin (the area selected for the first phase of the Basin Program), con-
tains 65,00) hectares of the 00,000 hectares that are potentially irrigable :
~ within the province. In addition, £5% of the identified rice and corn .-
 phare temants in Camarines Sur live within the watecrshed area of the Basin. |
The River Bisin, on the other hand occupies 38% of the land area within the
province. ‘]

Current Effort

USATD support to the Bicol River Basin Development Program is designed
to agsist tiae Government:
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(a) to create the organizatiomal framework and institutional capa-
bility for carrying out an integrated, wmultiesectoral area dewvelopment
program with the Biccel Eiver Basin as the gecgrarhic management unit.
USATD support for this objectrive involves technlcal consultarmcy in systems
engincoring and planning, overseas and ca-the-job training znd medest
comeedity support.

{b) to establish data and feasibility base in key substantive areas
of the dev:lopiment program, Thig support will iInvolve a range of speciale
ized tochnical services from hydrology end con~farm water ranagement to
agribusinzis as well as on-the«job and overscas training for the Program's
personnel, USAID support im this area is afmed at 2usisting in the pre-
paretion of specific programs and projects and supporiing technical end
feasibilinr appraisals,

After almost two yezrs of operztion the Bicol program has achieved
direction :md momentvm. It is estimated that by the end of FY7¢ the insti-~
tutional styucture of the progrem will have been stabilized., Project
developreni: work is underway in a2ll major sectors; the feasibility phase
of the pregram should be essentizlly complete by the end of FY77, Major
capital investment in Basin projects could commence 2s early as late FY75
and is expected to continue at an increasing rate for scveral years.

Future Effort

In the short~term, there is & clear distinction between the Governe
went's Bicoel River Basin Development Program and the USAID assisted Bicol
River Basir Project. The objectives of the USAID assistance project are
more limited than the scope of the Bicol Frogram., As noted above the
USATD objectives are to creste a viable organizational structure and capa~
bility for planning and msnaging the Bicol River Program; and to have
demonstrated by a series of studies, feasibility reports and pilot projects,
the essential soundnezs of the integrated srea developnznt concept asnd the
benefits which could accrue from basinwide implementation of the various
component sctivities over the long ternm.

The Government Program on the other hand, is longer-term and seeks to
measurably increase income of residents in the Bicol River Basin's water=
shed through succesafil implementation of sn integrated area development
scheme, Given the long gestation period required to move large scale proe
grams with basinwide scope from feasibility to full operation, expectations
are that it will take the Government upwards of ten years to complete the
development process and realize the anticipated benefits of the Program.

It is 2xpected that over the longer term following completion of
USAID assisted feasibility appraisals, development loans from USAID and
other donors will be made to assist the GOP in obtaining the Program
objectives, CGiven the pipeline of projects now being developed with USAID
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grant and faasibility lozn assintance a wulti-year prozram of capital
financing b+ USAID and other donoys will be vequired in the tollowing
aveas if th: GOP Propgrenm objectives ave to be achieved:

~ water resources {(flood control and irrigation)
~ gecondary and feeder rozds

=~ agribusiuvess {(Including cospsratives)

= lend consolidation

= agricultural educetion

Beyond the programmed grant and proposed capital assistance to the
Eicol Prupram, USAYD is censidering the poseibility of involvement in
cther intepreted arca developmont progvams. Basic pre-conditions to such
invoelvement will be the continued progress of the Bicol River Basin Pevelop-

cant Prograw and a clesr poliey deeision on the part of the Goverrment to
expand ths integrated area developrment (IAD) concept to other regions of
the countcy, USAYD support to cther IAD projects could follow the some
two phase appresch now belng vscd in the Bicel ~ a feasibility and insti-
tutienal developiment phase follewed by a nulti-vear capital assistance
phase. USATD sesistasce to an expanded integrated area develepment proe-
graa suppart the total institeticenal and feasibility appraisal phase of
three or four regionally dispersed TAD programs or alternatively could
support selected components (with other donors supporting the remaining
coancnents) of 6 to 10 IAD programs located in all major regions of the
country. Further elasboration of either of these strategles is depenﬁent
on 2 clear GOP determination of the role of JAD programs in the coantry s
overell rural and agricultural development strategy.

Ewnacted Results and Beneficiaries

One million of the approximately three million residents of the Bicol
region live a1 work within the watershed defived by the Bicol River Basin,
Extrapolating from available 1971 regional population distribution and
income dat:, approximately half of the one million residents of the Eicol
River Basin belonged to families whose annual incemes were balow $300
This median income of $300 was only one third of that for the country's
richest region - metropolitaa Manila,

Seen ancther way, there are approximately 41,000 rice and corn share~
tenant families (average family size « 7) within the River Basin tilling
an average of 1.3 hectares each, compared with the naticnal average of
1.8 hectares per tenanted farm. Presidential Decree #27 defines the
“economic” family size farm as three hectares of irrigated land or five
hectares of moa«irvigated arable lsnd., In the Bicol River Basin less than
20,000 hectares of the 100,000 hectares of potentially irrigable land is
served with year round irrigation. The majority of rice and corn tenant
farmers are tilling rainfed farms approximately 1/4 the size of the Yeconomic"
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fonily size non-irrigated farm as defined by P.D. 27, This circumstance
helps to c¢xplain why over 300,000 people migrated from the Bicol region
between 1660 and 1970, mainiy to Manila and Mindznso, TIn fact, of all
the regiors in the country only the Eastern and Western Vigayas had a
higher rate of out migraticn than the Eicol,

At its current rate of increase, the populatien in the Dicol River
Basin is5 expected to expand from the present level of 1 million to 1.5
millien by 1995. It is to this existing and anticipated population that
Bicol River Basin program is addresscd, Waile it is now possible to
identify beneficiaries of eseversl Baolun programs, particularly these
familics to be benefited by iumlementation of the sccondary snd feader
rosd progzram, the land reform program znd the corpact farm program, it is
imposeible to clearly identify the total pepulation to be benofited by
overall implementation of the integrated proprae and the extert to which
socio=gcononmic stundayds of the averass River Basia family will be jwproved
as a result of the implementation of the overall, muliiesectorzl program.
This information will be available by ¥Y?7 upon completion of the feasi-
bility phase of the program.

A unijue feature of the River Basin Program is the existence of what
is known az the Social Survey Research Unit (SSRU). This survey research
group attathed to the Bicol River Basin Program Office and funded in part
by AID has conducted an initial baseline panel survey of 3,500 families in
the Basin, The plan is for the SSRU to return at two year intervals to
this "survey psnel” in order to assess the impact of the Basin program
overtime in terms of income, employment, production and perceived quality
of life of Basin residents.

-Summary of Future U.5. Role

1

As seen in late 1974 the Bicol River Basin Program and the concept of
integrated area development which it embodies, could develop into a major
program forr reaching the rural poor not conly in the Bicol region but in
other similarly depressed and high potentizl regions of the Philippines,
Progress to date {n the Bicol has been encouraging; a pipeline of capital
projects a:med at increasing the income of the Basin's rural poor is now
in preparation, USAID expects to extend loans teo the government in support
of the Bas:n Program over the next few years. If the Government decides
to institute additional integrated area development programs, USAID may
wish and be asked to assist, In the event that the GOP decides to move into
an extensive TAD program USAID support to this program could become one of
the Mission's major programs both in terms of grant and loan assistance in
the late seventies and early 19€0s,

=123=



Table B

Bicol River Basin Development wnoumnn
Economic Analysis

Prepared by a GOP Interagency Committee, February 1973,

(P0O00)

Costs w
LAND REFOIM COMPACT FARMS IRRIGATION RIVER CONTROL ROADS W
Invesi- Invest=- Produc~ Storage Hand-« TInvest- Invest- Invest=- :

Year _ ment _ O&M __ment _ _O8M ___ tion __ ling Cost __ ment __ OSM _ ment = O&M ___ ment __ O&M

1873 1,791 659 216 269 2,712 58 3,564 - 9,270 - 11,831 -

1974 = 158~ 659 761 466 10,465 207 2,227 283 8,460 - 33,551 s
1275 158 659 563 635 19,138 328 5,915 566 8,580 - 30,930 212 ¢
1876 158 659 675 672 26,815 498 5,913 1,299 6,000 13,743 532 .
1977 158 659 . 603 741 31,419 569 5,915 2,032 - 240 13,744 1,195 m
1578 158 659 846 783 36,434 645 - 2,767 - 240 - 1,860 W
1979 - - 783 36,424 645 - 2,767 - 240 - 1,860 |
1980 - - - 783 36,424 645 - 2,767 - 240 - 1,860
1981 - - - 783 36,424 645 - 2,767 - 240 -, 1,860
1682 - - - 783 36,424 645 - 2,767 - 240 - 1, mmo i
1983 - - - 783 36,424 645 - 2,767 - 250 - 1, mmoa”
1984 - - - 783 36,424 645 - 2,767 - 240 - i, mmqu

1985 - - - - 783 36,424 645 2,767 240 - 1,860"

2,5 3,954 3,664 9,047 381,951 6,820 23, mum 26,316 32, uHo 2,160 103,849 16,857
LIVESTOCK FISHERIES TOTAL UNDISCOUNTED COST k
. Invest- Invest- Authority~ Invest- Present Value W
Year __ment ______O&M_ ______went _____O8M_ ___ _ Overhead _____ment ____ O&M, etc. ___Total _____of Costs* ______ !
1973 4,811 1,152 226 - 7,002 31,709 11,852 43,561 37,898 ;
1974 £30 5,017 1,312 9 3,156 47,319 20,300 67,619 51,119 §
1975 2,472 12,352 1,123 332 2,755 49,791 36,977 86,768 57,093 i
1976 367 15,246 1,483 580 3,121 28,341 49,422 77,763 44 480 :
1977 142 18,283 2,023 895 - 2,367 22,585 58,400 80,985 40,249 i
1678 - 18,283 2,022 1,227 1,504 3,027 mg.;Oo £7,429 29,029 !
1979 - 18,283 - 1,237 1,097 - 63,336 63,336 23,814 :
1980 - 18,283 - 1,237 1,097 - 63,336 63,336 20,711 .
1951 - 18,283 - 1,237 1,097 - 63,336 63,336 17,987 ;
1982 . - 18,283 - 1,237 1,097 - 63,336 63,336 15,644 ‘
1983 - 18,283 - 1,237 1,097 - 63,336 . 63,336 13,617 :
1984 - 15,283 - 1,237 1,097 - 63,336 - 63,336 11,844 :
1985 - 18,283 - 1,237 1.097 - 63,336 63,336 10,324 ;
8,642 198,314 8,190 11,712 27,584 182,772 684,705 867,477 333,777 :
SOURCE: Bicol River Basin Development Program. :



Continuation ~ Table 8
.Bicol River Basin Development Project
Economic Analysis

(P000)
Benefits
Incremental Farm Prevented Flood Savings to Diverted Savings to PNR  Incremental Production with
Yaar Production Damages BPH Traffic . Traffic , Quirino Highway
1973 7,609 _ - - - -
1974 27,286 - - - -
1975 43,221 : - ' - - -
1976 65,456 4,400 4,722 2,462 380
1577 74,822 4,598 5,053 2,634 - 380
1878 84,925 4,805 _ 5,406 2,819 380
1579 84,925 5,021 5,785 3,016 380
1980 84,925 5,247 6,190 : 3,228 380
1981 84,925 5,483 . 6,625 3,454 380
1982 84,925 5,730 7,088 3,695 _ 380
1983 84,925 . 5,988 7,584 3,954 720
1834 84,925 6,257 8,112 . 4,230 720
1985 84,925 6,539 8,579 4,525 720
897,794 54,068 65,144 34,017 4,820
Savings in Traffiec  Incremental Live- Incremental Fish Total Undiscounted Present Value of¥
Year  Cost From Road Rehah stock Production Production Benefits Benefits
1973 - 1,484 22 9,115 7,930
1974 307 7,922 206 35,721 . 27,005
1975 613 22,511 946 67,291 44,277
1976 656 29,525 2,120 109,721 . 62,760
1677 702 34,347 3,422 125,958 62,601
1578 751 34,347 4,723 138,156 ‘59,683
1979 803 34,347 4,723 139,000 52,264
1980 859 34,347 4,723 139,899 45,747
1581 919 34,347 4,723 , 140,856 40,003
1982 983 34,347 4,723 181,871 35,042
1983 1,052 34,347 4,723 143,293 30,808
T 1984 1,126 34,347 4,723 144,440 : 27,010
1985 1,205 34,347 4,723 145,563 23,727
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9,976 370,565 44,500 1,380,884 518,857
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AGEICULTURE RESEARCH LOAN

Backpground

Aware of the need for a better research capability to support the
agricuitural sector, Presideiit Marcos in February 1971, created an
executive panel to "Deveiop a Hational Agricultural Research Systems."
This panel composed of high level individuals from various branches of
government and universities, immediately undertock an exhaustive study
of the research system - physical facilities, equipment, manpower,
financing, programs aud projucts., At the same time, study of the re-
search systems of other countries was undertaken by members of the panel.

The Ford Foundation, the Agriculture Development Council and AID
provided financial support for the work of the panel as well as help
in analyzing the panel’s findings and in developing recommendations
through the services of high level consultants.

The findings and recommendations of the panel were presented in 6
volumes between 1971 and late 1572, Among the more significant findings
were: {1) Although substantial funds was being allocated by government
for agricultural research, the useful research output was limited and
was having little impact on the agriculture sector; and (2) There was
little or no planning and coordination at the national level., Research
projects and programs were not necessarily related to national goals or
to plans for agricultural development,

Against the background of findings, the technical panel recommended
that a special body, the Philippine Council for Agricultural Research
(PCAR), be established to give direction and to coordinate research
activities of government agencies and agricultural colleges and univ-
ersities, This body, created by Presidential decree on November 10,
1972, is an autonomous body administratively placed in the Department
of Agriculture, but responsible to a governing council chaired by the
Chairman of the Nationazl Science Development Board and with high level
representatives from the Department of Agriculture (the Secretary of
Agriculture serves as Vice Chairman), the National Economic and Develop-
ment Authority, the Budget Bureau, the Agssociation of Colleges of Agri-
culture, the University of the Philippines and the private sector,

Current Effort

During an existence of slightly over 18 months, PCAR has estab-
lished an impressive record of accomplishments and has emerged as an
important GOP instrument for providing direction, affecting coordination
and controlling the allocation of public funds in support of agricultural
research,
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The GOP through the efforts of the PCAR has made substantial
progress towards defining research objectives and priorities within
the context of the GOP 1974~77 Development Plan. Irrelevant activities
are bein: terminated and a beginning has been made in consolidation of
highly fragmented aclextles into well rounded programs having a direct
hearing on the country's development program.

A seven year program starting in 1975 for the development of
capabilizies to implement major recearch programs has been elaborated.
This plan entails capital investment totalling apptoxiwmately $33 million
for improvements and additions to infrastructure, laboratory equipment,
library naterials, farm machinery and manpower development. The
corresponding project outlay of recurring expenses for personnel and
operations is $107 million., Over the seven yesr period the recurring
expenses will increase from approximately $11 million for the first
year to 520 million during the seventh year. The capital investment
is expected to average about $5 million per year with manpower training
increasing each year. Approximately 60% of the reécurring budget is for
operating expenses and the remaining 40% for personnel services. The
1973-74 budget for recurring expenses/operations and personnel was
§7.2 miliion. The 1974~75 budget is $9.8 million and 1.0 million for
operating expenses and capital investment respectively. Although the
GOP progiram covers a seven year time span, initial AID assistance will
be limited to no more than five years., Initially, the focus will rest
heavily on food and feed crops, fisheries, and export crops as requested
by the GUP, The commodity institutes supported by special levies on
exports will continue to provide the principal support for export crops

: research, while external assistance principally from Japan, UNDP, and

one USAID technical assistance project will provide the necessary sup=

‘ port for fisheries research.

The proposed GOP/USAID project will be a development loan and will
provide partial financing for the development of a research capability
at 4 research centers: (1) The La Granja research center in Negros Oc-
cidental which is the principal center for research on soybeans and
other legume seed crops, (2) the southern Mindsnao Agriculture Research
Center which is the principal center for research on corn and sorghum,
(3) the Ficol Research Center consisting of the Bicol Rice and Corn
Station and the Camarines Sur College of Agriculture at Pili and the
Bicol University College of Agriculture at Guinobatan, and (4) the
Central Luzon Research Center comprised of the Maligava Rice Experimental
Station and the College of Agriculture Research Center of the Central
Luzon State University (CLSU),

The project will be implemented within the framework of the existing
Philippine institutional structure under the leadership and direction of
the PCAR, The director of PCAR will be the project leader and will
provide cperational direction to the project. Policy and technical
direction will be provided through the PCAR organization with the

Governing Board providing policy direction and setting priorities
-127-
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and commodity discipline reszcavch teams for establishing priorities and
technical rescarch leadership within given commoditics or disciplines,

Future Effort

In looking beyord the five year peried of the Agriculture Research
Loan now under preparation, it appears logical thst sdditional phases
could be included to strepgnthien the coordinating rele of PCAR and
stimulate stronger linkages beiuween the education, rescarch and extension
aspects of agricultuce development., The following arcas should be
considered for future development:

a. Vegetablie production offers real pessibilities of improving
the diet of most people in the Philippines and provides additional
alternatives in integrated farming systems. Early cmphasis might be
research on the starchy root crops that could help fill the caloric-gap
commonly found in the Philippines. Other vegetahles are also important
and their production would not only improve the diet, but would also
help increase the income of farmers,

b, With increased production of feed grains, research on poultry
and swine production might be an area that could demonstrate results in
a relatively short period of time. Research dealing with increased
efficiency in conversion of feeds would benefit both the farmer and
the consumer.

c. Over a longer pericd, ruminant livestock offers interesting
possibilities as they have the ability of using roughage that could not
be consumed by monogastric animals, including humans, and converting it
into high quality animal protein in the form of meat and milk. Cattle,
carabao and goats are raised throughout the Philippines. Each species
has special features. that could make it a part of an efficient food
production system. For example, cattle are primarily grazing animals,
making good use of pasture grasses and legumes; goats are essentially
browsing animals. A pasture management system might effectively use
both animals, with the goats keeping brush and trees from regrowing in
pastures and the cattle grazing the grass. Carabao thrive in wet marshy
areas and have the ability to utilize coarser grasses and roughages
than cattle., Research is needed to improve the pasture and forages for
livestock breed animals that will use available feeds efficiently and
develop efficient systems of livestock management and production covering
all classes of livestock to their best advantage.

Expected Results and Beneficiaries

The four centers chosen for AID assistance constitute the more
important centers (excluding the Los Bafios Center which is by far the
larpest, the best equipped and staffed and the most comprehensive in
scope) in the research network. Moreover, they are the principal centers
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for research on the basic food and feed crops and consequently will be
dealing directly with commodities of interest to the majority of the
farmers in the country.

While the principal purpose of the project is the development of
research capability at the four research centers, the research output
will diraectly benefit the small farmer since most the basic and feed
grains aze produced by the small farmers. Over half (3,2 million ha.)
of the total cropped area in the Philippines (6.1 million ha.) is de-
voted to rice while corn occupies about one-third (2.4 million ha.) of
the cropped area. Together these two crops occupy nearly 70% of the
total farm working population of 6.2 million people. Of the one million
farm families making up this total, the great bulk were share tenants
in 1972,

Developing crops with disease and pest resistance, high yield
potential and shorter maturation periods, are all factors that can lead
to the development of more efficient cropping systems for both irrigated
and rainfed agriculture. The pay-off will be increased food production,
increased farm income and better use of farm labor.

Supmary of Future U,S, Role

Over the next 5 years, USAID will assist the PCAR in the implemen-
tation of the $5 million loan to improve facilities at the &4 stations,
train manpower and obtain technical expertise needed in specialized
areas. The PCAR systems, though only in existence 18 months, demon-
strated a very able management ability for coordinating rather diverse
agriculture research efforts. As the proposed loan is implemented,
other areas of assistance for either grant or loan aid may develop. At
this time it appears that other ‘phases of the program could include re~
search efforts with (1) vegetable crops, (2) poultry and swine pro-
duction, and (3) ruminant livestock production systems. These additional
phases could make a valuable contribution to total food production and
improved autrition among the masses of Philippine people.
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PCAR NETWORK OF ACPRICULTURAL RESEARCH
CENTERS AND COOPERATING STATIONS

LEGEND

1t NATIONAL AGRICULTURAL RESEARCH CENTER
'.i_’f Los Banas, Loguna :

E] AGRICULTURAL RESEARCH CLNTER
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OTABLE WATER

Background

The Government of the Philippines officially initiated a major
program to provide potable water to the provinces on May 25, 1973 with
the issuance of Presidential Decree No, 198, called the "Provincial
Water Utility Act of 1973". PD 198 establishes the legal framework and
national policy for the creation, operation, maintenance and expansion
of economically viable water supply and waste water systems for population
centers throughout the Philippines.

On the national level, the Act created the "Local Water Utilities
Administration” (LWUA) for the purpose of providing to local water utili-
ties: standards and regulations related to design, construction, operation
and fiscal practices; and technical assistance and training programs.

LWUA was established with authority to monitor and evaluate local water
utilities: to effect system integration, annexation and deannexation
wherever economically warranted; and to function as a specialized lending
institution with peculiar expertise in the financing of local water
utilities. '

On che local level, the Act authorized the formation of local water
districts to be organized and operated solely to manage and operate the
public and proprietary systems of domestic water and sewer utilities.

A local water district can be created by the affirmative act of the
concernecd local legislative body. However, once established, the water
district is wholly independent and can be dissolved only by its own act.

There are approximately 300 communities in the Philippines of 30,000
pepulation and more in need of safe and reliable water supply systems.
These communities represent approximately 507% of the total Philippine
population outside of greater Manila; many are areas of rapid population
increase where traditional water sources such as shallow wells, springs
and streams have become inadequate, Improved and potable water service
has becone essential both to good health and to development of these
communities. Taking improved public health as a benefit of safe and
adequate water supplies, positive effects are clearly greatest where
populaticon is most densely concentrated as in the targetted communities.

Reccrded statistics show that the incident of waterborne diseases
is greater in the Philippines than in most other Asian countries., United
Nations health statistics indicate that in 1970 the mortality rate from
waterborne diseases in the Philippines was 38.6 per 100,000 population
as compared to 0.8 for Hongkong, 8.0 for Singapore and 19.3 for Thailand.

After several unsuccessful attempts by the GOP to address the
deteriorated municipal waterworks systems, USAID, at the request of the
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GOP, in May, 1968, financed a prefeasibility study conducted by a team
from the U,S. Department of Health, Education and Welfare on the water-
works systems in provincial areas. 7This study was followed by full
scale feasibility studies of six major rural population centers financed
under an AID leoan., These studies were completed in June 1973,

The studies had two aspects. First were recommendations on the
organizational and institutional aspects of water supply at both the
national and local levels; these recommendations outlined the needs for
technical, managerial, financial, and regulatory assistance to commu=
nities wishing to improve and expand their water utility systems. The
second aspect was undertaking individual technical and economic feasi-
bility studies of the physical requirements of the six provincial water
supply systems.

.77 As a result of these studies, Presidential Decree 198, referred to
above, was issued and the GOP requested AID financial assistance to
initiate the program. AID responded on May 23, 1974 with a grant of
$750,000 to finance technical assistance with respect to the institutional
aspects of the program at both the national and local levels and with a
$15 million development loan to finance design and construction of pilot
projects in five of the previously selected sites. It is estimated that
by 1982 the populatiocn directly served by safe water systems in the five
communities will have increased from approximately 250,000, to 1,000,000
persons; or from 30% served with an unsafe supply to approximately 507
served by a safe and reliable supply by 1982, This increase will occur
despite an anticipated population increase of 50% during the same period.

§Current Effort

A critical element of the cirrent program is the institutional
development of the LWUA (at the nationallevel) and of the local water
districts. AID is in a unique position among the international lenders
to provide the requisite technical assistance because of its experience
with similar programs in the Philippines and elsewhere. It is estimated
that 4-6 years will be required to adequately train LWUA staff to the point
of institutional viability where it, in turn, can provide the needed
technical assistance to the local water districts without reliance on
outside consulting services.

To date, after approximately 1% years from the issuance of PD 198,
the project has made an impressive start., On the national level, a LWUA
Board of Trustees and General Manager have been appointed; LWUA has been
staffed with about forty professional employees in all divisions, i.e.
Loans, Technical, Regulatory, Training and General Administration; a U,S,
firm has been contracted to provide technical assistance to the national
and local institutional development and to provide engineering assistance
on the establishment of standards, design and construction of waterwork
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systems; two Philippine engineering firms are under contract to design
waterworks systems in two municipalities; under a Danish loan, arrange-
ments have been made for the feasibility, design and construction of

two other municipal waterwork systems; and, under a separate AID loan,

a contract has been entered into with & U.S. consulting firm to conduct
feasibility studies on waterworks systems for ten additional communities.

LWUA, with assistance of its consultants, has conducted six seminars
for local government and water district personnel; has held discussions
with numerous communities on the formation of independent water districts
and has iritiated a participant training program involving observation
training ty LWUA and water district personnel in the U.S,

On thke local level, thirteen communities have officially filed
applicaticns to form water districts under the program and nineteen are
in the prccess of doing so.

Future Effort

Feasibility studies are currently underway on ten additional commu-~
nities. These studies will be completed in 6 to 18 months. Assuming
an average construction cost of $§5 million per community, the ten systems
would require financing of about $50 million comprised of $22.5 milliomn
in direct fareign exchange costs and P200 million in local currency.

It is planned that each system financed by LWUA will be self-
supporting and pay for itself over the long run. However, in the early

. years of the program, repayment of borrowed funds will be very limited

and practically the total cost of any system constructed over the next

* 10-15 years will have to be financed by new money. Major international

lenders, such as the IBRD and ADB, have expressed interest in providing
assistance to establish potable water systems, particularly in larger
metropolitan areas. In this regard the ADB has recently approved a
$51.3 million loan to partially finance the improvement/expansion of the
Metropolitan Manila water system, The IBRD might be encouraged to lock
to future financing of the Baguic and Cebu metropolitan systems as early
as 1976 or 1977. In addition to the five pilot systems currently being
financed, AID has a future role in assisting the smaller, more rural,
and less financially advantaged municipalities in order to demonstrate
that reliasle viable potable waterworks can be constructed, operated

and maintained in relatively poor areas to the benefit of the lower
income strata of the population. A near term requirement of a second
$20M AID davelopment loan for construction is forescen in early FY 1976
with the possibility of additional grant funds to help demonstrate and
prove the Jroject to the point of attracting other lenders. If then the
other lenders do not offer assistance, AID should be prepared to consider
supporting the program with another dcvelopment loan to ensure that
enough sysiem are built to keep up the project momentum, AID is also in
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a favorable position to provide additional financing for institutional
development and follow-on feasibility studies and should be prepared,
to do so if requested,

Expected Results and Beneficiaries

The current AID loan financed project to improve the waterworks
systems of five provincial communities will cost a total of $30 million
and bring potable water to 1.0 million people upon completion. Approxi-
mately 40 percent of the Philippine population outside of greater Manila
(15 million people) live in provincial communities of 30,000 people or
more. To provide potable water to these 15 million people over the next
thirty years at today's prices would require an annual expenditure equiva=
lent to at least $15 million per year or a total of $450 million. . To
carry off this very ambitious and necessary program within a reasonable
number of years the GOP will nced financial assistance on concessionary
terms and/or a large measure of direct government subsidy. It is only
with such help that the goal of economically viable water supply systems
for population centers throughout the Philippines is likely to be achieved.

The current AID financed project is designed to give the lower in-
come families water at a subsidized rate. In addition, the systems are
being designed to provide public water standpipes in those areas that
do not have direct house connection., In effect, everyone in the service
area will have access, even if limited, to potable water, It is expected
that this supply of safe potable water will have beneficial effects on
the health conditions of the very poorest people who currently use un-
clean water received from various sources, In relative terms of income
of those people within the service areas, the feasibilities studies show
that approximately 40% of the people are in the lowest income group.
Under normal conditions these people cannot afford potable water. While
all persons in the service area are eligible to receive a supply of water,
it is this lower 407 of the people that are the chief target group of
this project. :

AID plans to monitor and evaluate the individual projects very
closely to insure that the poor people receive the intended benefits.
This monitoring is being done by following the project implementation
on a daily basis, reviewing all policy decisions related to project
finances (interest rates and water rates and structure) and by participating
in a project evaluation program designed to determine who is served by
the waterworks systems, and the effects on health and cconomic develop-
ment of the communities.
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Suvmmary of Future U,S. Role

Until the institutions being developed under this project are
firmly eustablished and several systems fully operative, other lenders
are likely to be either unwilling or unsble to provide the support
needed to continue the program's momentum, USAID therefore plans to
stick with the program during the next few years to assure establish-
ment of the conditions for success.

Therefore, AID should be prepared to provide additional grant
financing towards the institutional development, The current grant
financing is for three years through FY 1977, Another gramt in FY 1977
of $1 million would be sufficient to finance consultants to the insti-
tutional development for an additional three years which should be
adequate to insure the firm estsblishment of the institutional part of
the program, '

A sezond loan of $20 million in FY76 iz proposed to provide the
foreign exchange and a portion of the local costs necessary to comstruct
an additional five to ten (depending on size) systems from the list of
those currently being studied, The FY74 loan of $15 million together
with the $20 million propcsed in FY76 should be sufficient to construct
a total off 10-15 systems. This number of systems will be sufficient to
prove the project and attract other lenders. If not, another develop-
ment loan may be called for, :

In order to have other waterworks projects to finance, additicnal
feasibility studies should be started in the near future, While the
contract for the current feasibility studies provides for feasibility
study training; in-house or local capability may not be available for
another 18 months, Therefore, to assure continuity of the program, AXID
should provide additional loan funds in FY 1976 to conduct 10«15 addi=-
tional feasibility studies.

Given the growing demand in the Philippines for loans from the
IBRD, ADB and bilateral lenders to finance such basic infrastructure
as roads, irrigation systems, ports, electtic power generating facili-
ties, etc,, and given the direct impact of potable water on the poorer
elements of the population, A,I.D, may wish to continue the focusing of
a substantial portion of its assistance program in helping the Government

of the Philippines to improve the country's potable water delivery systems

over the next several years,
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Figure 13

Philippine Provincial Waterworks Program

(Population to be served with safe potable water)

15 - s
. -
. -
e
\
P
P
10 4 \ .«
~ 3
+A,I.D, assistance in developing - . 1
institutions and establishment ‘ -
: of initial systems < )
5 _1 Anticipated growth in service
to be provided under Local Water
Utilities Adminigtration program.
; ] , _ . . v
1975 80 85 90 95 2000

Fiscal Year



BAYANTHAN SCHOOL BUILDING -

Background

From September through November 1970 the Philippines was struck
by several highly destructive typhoons which resulted in widespread
damage including the complete destruction of more than 9,000 public
school classrooms which left an estimated 300,000 school children
without classroom facilities. Responding to this situation, Philip~
pine and United States Government officials in early 1971 developed a
school reconstruction program calling for construction of 500 typhoon
resistant school buildings in the seven hardest hit provinces and
using to the fullest extent the Filipino rural tradition of Bayanihan
(self-heln).

. Under this program the National Disaster Control Center served
as the overall policy coordinator, while management and supervision
were assigned to the Philippine Army Corps of Engineers. The Bureau
of Public Schools was involved in all aspects of huilding design, site
determination and monitoring of construction progress, A unique feature
of the program was that it provided for the direct involvement of the
local comwnity in the construction process, in making classroom
partitions, desks and blackboards and in adding other features such as
landscaping, painting, toilets and washstands.

To obitain the maximum effectiveness of operations, a special re-
imbursemernt technique was devised which contained many unique and
significart features, Basically this technique provided that AID funds
would be used to partially reimburse funds spent by the Philippine
Government in accomplishing the actual construction of the school
buildings. AID funds were to bé used only for the payment of a
previously agreed upon cost of the buillding materials required to con-
struct the building and with reimbursement to be made only when the -
school building had been constructed and found to be in accordance with
the plans and specifications. All costs other than materials such as
labor, supervision, administration, represented the GOP investment in
the schools, USAID employed, under coentract, sufficient personnel to
assist in the field monitoring of the program.

~ Current Effort - . !

Shortly after the initial RP-US Bayanihan School Reconstruction
Program was successfully completed on 30 June 1972, the Philippines
was struck again by a series of typhoons and weather conditions that
resulted in floods of unprecedented scale. Throughout all of Luzon
the damage to life and property was of major proportions. Damage was
estimated at approximately half a billion pesos with destruction to
public school buildings in excess of P120 million including the total
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loés of some 10,000 classrooms and serious damage to another 21,000.
None of the 513 RP-US Bayanihan Schools was damaged.

In this situation, the GOP requested USAID to include funding for
anothey RP-US Bayanihan School Reconstruction Program as part of the
GOP/USAID disaster recovery program. In response, $5.1 million of the
US Congress-approved $50 million disaster recovery grant was programmed.
for the construction of 1,500 Bayanihan Schools (4,500 classrooms) to
replace destroyed schools in 19 provinces of Luzon, Basically, the new
program was the same as the ovriginal school construction program, using
the same construction and the fixed cost reimbursement approach. How-
ever, in the interest of expediting the program construction responsi-
bility was divided between the Philippine Army Corps of Engineers and
the Bureau of Public Works, with the Corps of Engineers responsible for
construction of 745 school buildings in 8 provinces and the BPW for 755
in 21 provinces. The target completion date for the entire program of
December 31, 1974 is expected to be met except for the construction of
a few schools where work has been delayed by a series of typhoons which
struck Luzon during the months of October and November 1974.

Future Effort

Because of the proven worth of the RP-US Bayanihan Schoel and the
urgent need for both replacement school facilities and additional class~
rooms to meet the rapidly expanding school population, the GOP has pro-
posed that USAID participate in another RP-US Bayanihan School Recon~
struction Program to construct 1,000 additional Bayanihan.Schools
; throughout the Philippines. '

: This proposed USAID assistance is part of a major GOP program to
construct and repair school facilities throughout the Philippines. The
Bureau of Public Schools has a considerable number of long-range and
mid-range school building programs and plans. Basic to their program-
ming is the fact that the public school system has at present a total
national deficiency of more than 48,000 classrooms. This deficiency has
been caused by several factors. Foremost is the impact of rapid
population growth, particularly in rural areas. Forty-five percent of
the Philippines 43 million people are under 15 years of age. To meet
the educational requirements of this young expanding population requires
the annual censtruction of a minimum of 3,000 additional classrooms.
Secondly, in the past four years the damage to school buildings from
typhoons and floods has been of major proportions; the 1974 losses alone
are estimated at over P44 million., Unfortunately, until the design was
changed recently, one of the principal victims of the high winds had
been the low cost, mass produced and widely distributed Marcos-type
prefabricated school., In many rural areas the local communities have
attempted to meet the acute classroom shortage by constructing semi-
permanent. wooden structures which have also proven vulnerable to winds
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of high velocity. A third factor is the extensive deterioration from
old age, dry rot and termites of the large multi-roomed school buildings
located in most poblacions. A legacy of American support and interest
in the education of Filipino children, these grand old structures are
now obsolete and even minor wind or water damage cannct be adequately
repaired due to the condition of the substructure and wood.

To help overcome the classroom deficiency, the GOP has proposed an
initial outlay of P45.6 million, Of this. sum, P10 million will be used
for the repair and rehabilitation of damaged elementary school buildings.
Another PZ7.9 million is programmed to cover freight, transshipment and
hauling costs of 2,359 units of Marcos~type prefabs received in the
Philippines from the 17th Japanese war reparation schedule. This sum
will also cover the cost of erecting 1,470 units of Marcos-type prefabs
which have already been distributed throughout the Philippines.

In view of the demonstrated need and the high priority assigned by
the GOP tc construction of adequate school facilities, USAID in response
to a GOP request is planning to assist in the comstruction of 1,000
additional RP-US Bayanihan School buildings utilizing a $6.5 million
FY 1975 Development Loan.

Expected Results and Beneficiaries

- The RP-US Bayanihan School has become a symbol throughout the
rural areas of Luzon of American concern and interest in Filipino school
children and demonstrates the friendship between the peoples of the
Philippines and the United States. Bayanihan schools with their folding
partitions and large airy rooms have increasingly become centers for
community and social activities, particularly in the remote and poorer
barrios. Many communities use the schools for adult education programs
and special community projects such as agricultural and cottage industry
displays and local fairs, especially during summer vacation periods,
Also of significant value is the frequent use of the schools as typhoon
and storm shelters. Reports indicate that the only damage Bayanihan
schools sustain occursg when frightened local people break in Seeking
protection.

Another salient feature of the schools has been that they have
been successfully built in the most remote barrios, demonstrating that
the program's concept and construction methodology are practical through-
out the country.

To iIncrease the distribution and effectiveness of the program a
number of Innovations have been proposed. A study of the Philippine
weather and typhoon patterns reveal that it may be desirable to build
three different models of the RP-US Bayanihan Schools, For typhoon
prone regions, principally the northern and eastern seaboard, the present
140 mph typhoon resistant model would be constructed; for regions with
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some protection by mountains such as the Central and Southern Luzon
province a 110 mph typhoon resistant model would be designed; all other
regions would utilize a 90 mph typhoon resistant model.

Another possible innovation would be the redesigning of the present
roof structure which consists of wood roof trusses and instead substitute
a concrete roof slab. Another possibility would be to narrow and lengthen
the present room design which would facilitate the use of standard sized
lumber and the elimination of center columns.

Whatever design changes may be made the basic values will be re-
tained: providing an airy, durable and functional structure at the
barrioc level which directly benefits large numbers of local children.
According to BPS statistics, the average Bayanihan classroom accommodates
forty=four (44) children. Therefore, each RP-US Bayanihan School provides
an adequate classroom facility for 132 rural children. In summary, the
original RP-US Bayanihan School Reconstruction Program provided 513
schools (1,539 classrcoms); the present program will provide an addi~
tional 1,500 Bayanihan Schools (4,500 classrooms) and the proposed
Development Loan Program would provide another 1,000 Bayanihan Schools
(3,000 classrooms). These 3,015 schools (9,039 classrooms) will provide
for over 400,000 children. The families of most of these children are
in the lowest rural income group. The total cost of these programs will
be $6,6 million in GOP funds and $6,5 million in Development Loan Funds.
It should be noted that the inflationary pressure on the Philippines
economy has raised the reimbursable cost for the bill of materials from
an original P17,800 per Bayanihan School to the present P45,000 per bill
of material for the Bayanihan School. However, the GOP costs including
i labor and management have remained almost constant at about 15,000 to
' £18,000 per school.

Summary of Future U,S, Role

The GOP and USG both recognize the importance of the RP-US
Bayanihan School. Based upon the success of the original and current
programs and anticipating approval of the proposed program the major
issue that remains is for the GOP to determine the scope of future RP-
US Bayanihan School inputs. This issue is currently under study within
the GOP. The final decision rests upon a number of factors such as
determination of a cost benefit ratio of Bayanihan schools as compared
to a wide range of other types of school buildings, including the Marcos-
type prefab reparation buildings which is a major part of the present
school building construction program. Undoubtedly, the social benefits
will be a major consideration regardless of the comparative costs of
the various types of school structures. Determinations will also have
to be made on the site distribution of these school buildings, USAID
estimates that approximately 15% (7,500) of the 48,000 nationwide class-
room deficiency will be located in typhoon-prone areas and thus should
receive the 140 mph typhoon resistant RP-US Bayanihan School Buildings.
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It is therefore possible for AID to assist the GOP meet its typhoon
resistant classroom requirement by funding the proposed $6.5 million
DL progran with its 3,000 RP-US Bayanihan classrooms and by providing
approximately $9.5 million for 4,500 additional Bayanihan classrooms.
In effect, $16 million of AID funds would be needed to provide for the
construction of 7,500 RP-US Bayanihan classrooms.

T
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Table 1.1

Total Population, 1877-1974
(Census and Selected Years)

Annual
Estimated Mid-Year . Intercensal

Year Census Population 1/ Population 2/ Growth Rate
1877 5,567,685
1887 5,984,727
1896 . 6,261,339
1903 7,635,426 2.9
1918 10,314,310 1.9
1936 16,000,303 2.2
1948 19,234,182 1.9
1960 27,087,685 27,372,420 3.1
1961 28,174,753
1962 29,0001,656
1963 29,859,498
1964 30,749,682
1965 31,673,693
1966 32,633,087
1967 33,629,509
1968 34,664,683
1969 ' 35,740,434
1970 36,684,486 36,851,954 3.0
1971 37,919,096
1972 . 39,040,439
1973 40,218,819
1974 41,457,174

Source: National Census and Statistics Office
1/ Data up to 1896, exclude non-Christian population,

g/ The 1960-69 estimates are interpolated froem census populations,
The 1971-74 estimates are the medium projections from New Population
Projactions by Age, Sex and Province for the Philippines: 1970-2000,
Special Report No. &4, National Census and Statistics Office, 1972,



Table 1.2

Regional Distribution of Population

1960 and 1970

1960 1970 1960-1970
Region '000 % 000 % % Change
Luzon 13,930 51.4 19,521 53.2 40.1
Manila T 1,138 4,2 1,331 3.6 +17.0
Ilocos and Mt. Province 1,470 5.4 1,833 5.0 +24.7
Cagayan Valley and Batanes 1,036 3.8 1,463 4.0 +41.2
Central Luzon 1/ 3,691 13.6 5,100 13.9 138.2
Southern Luzon & Islands 4,232 15.6 6,827 18.6 +61.3
Bicol and Masbate 2,363 8.7 2,967 8.1 +25.6
Visayas 7,774 28.7 9,199 25.1 +18.3
Western Visayas 3,210 11.9 "3,785 10.3 +17.9
Eastern Visayas 4,564 16.8 5,414 14.8 +18.6
Mindanao 5,384 19.9 7,964 21.7 47,9
Northern Mindanao 2,111 7.8 3,017 8.2 42.9
Southern Mindanio & Sulu 3,273 12,1 4,947 13.5 51.1
Total 27,088 100.0 36,684 100.0) 35.4
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Table 1.3

_Regional Population Distribution and Net Internal Migration, 1960-70

Mid-year Average Estimated
Population Annual Net Migration
(millions) Increase 1960-1970
Region 1960 1970 % {(millions)
’ Philippines ~ Total 27.09  36.68 3.0 -0.07
Northern Luzon 2.51 3.29 2.8 -(,.09
Ilocos 1.47 1.83 1.7 -0.07
Cagayan 1.04 1.46 3.3 =0.02
Central Luzon 4.83 6.43 2.9 0.01
City of Manila 1.14 1.33 1.6 -0.09
Central Luzon 3.69 5.10 3.1 0.10
Sotithern Luzon & Islands 6.59 9.80 3.7 0.70
1

Southern Tagalog 4.23 6.83 4.4 1.00
Bicol - 2.36 2,97 2.2 -0.30
Visayas 7.77 9.20 1.5  =1.04
Western Visayas 3.21 3.79 1.5 -0.44
Eastern Visayas 4.56 5.41 1.6 -0.60
Mindanao 5.38 7.96 4.0 0.35
NE Mindanao 2.11 3.01 3.5 0.04
SW Mindan:ao 3.27 4,95 4.1 0.31

Source: Yur Kim "Net Internal Migration in the Philippines 1960-1970",
Journal of Philippines Statistics, Vol. 23, No. 2, 1972, pp. ix-xxvii.

* /1 Includes part of the Greater Manila Area.
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Table 1.4 _ o

Labor Force, Participation Rates, Employment Status, Urban and Rural, 1960-1973 m\$

Item 1960 1965 1966 1967 1968 1969 19701/ 1971 1972 1973
Total
Labor force 9,116 10,764 11,757 11,776 11,371 12,046 . 13,220 14,192 13,886
Participation rate 53.8 53.1 35.1 54.7 49,6 52.0 51.8 53.1 49.3
Employed (fully and partially) 8,539 10,101 10,936 10,867 10,471 11,235 12,584 13,209 13,262
Unemployed . 577 663 821 909 900 812 636 983 624
Unemployment rate 6.3 6.2 7.0 7.7 7.9 6.7 4.8 6.9 4.5
Urban 2/
Labor force 3,313 3,579 wr»mw 3,679 3,596 3,948 4,268 _ 4,326
Participation rate 51.0 50.5 48.4 46.5 45.1 48.0 49.6 46.0
Fmployed (fully and partially) 2,958 3,223 3,124 3,347 3,267 3,592 3,737 . 3,981
Unemp loyed : 355 357 359 333 329 A 356 531 345
Unemployment rate 10.7 10.0 10.3 9.3 9.2 9.0 12.4 8.0
Rural 2/
Labor force 7,451 8,178 8,293 7,692 8,450 9,272 9,924 9,560
Participation rate 54.1 57.4 57.7 51.2 55.6 53.7 54.8 50.9
Employed (fully and partially) 7,143 7,714 71,7642 7,126 7,968 8,992 9,472 8,281
Unemployed 308 364 551 568 483 280 452 27¢
Unemployment rate 4.1 5.7 6.6 7.4 5.7 3.0 4.6 2.%

Source: National Census and Statistics,0ffice's Journal of Philippine Statistics, various years; Survey
of Households Bulletins (Labor Force), various years.

1/ No survey in 1970.

2/ Rural/urban breakdown not available until 1965.

a/ Data for all years except the following are from the October series: 1969, 1972,-1973 May series.

* Labor force, employed, and unemployed in thousands; rates in percent.
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Table 3.2

Quantum, Price and Value Indices, and Net Terms of Trade

1960-1973
(1965 = 100.0)

Quantum Index Price Index 1/ Valu2 Index Net Terms
Imports Exports Imports Exports Imports Exports of trade
1960 82.4 72,2 88.4 101.2 72.8 73.0 114.5
1961 84.5 69.8 89.7 93.1 75.8 65.0 103.8
1962 80.0 76.5 91.4 9.1 13.1 72.1 103.0
1963 78.6 94.1 97.5 99.1 76.7 94.2 101.6
1964 97.3 97 .4 98.3 98.3 95.6 95.8 100.0
1965 100.0 100.0 100.0 100.0 100.0 100.0 100.0
1966 106.4 106.0 101.86 100.9 108.1 107.2 99.3
1967 126.7 102.3 103.9 102.7 131.7 105.1 98.8
1968 138.3 103.8 103.3 107.9 142.9 112.0 104,54
1969 132.4 100.4 105.9 169.8 140.1 110.2 103.7
1970 123.8 114.5 109.0 120.5 134.9 . 137.8 110.6
1971 124.8 129.6 119.1 112.1 148.6 145.3 %4.1
1972 124.6 143.7 128,0 100.0 159.5 ) }43.7 78.1
1973 132.8 160.5 149.1 14%.0 198.0 239.2 99.9
Source: Central Bank of the Philippines

1/ Unit value of imports are based on c.i.f. value while

based on f.o.b., value.

-13-

those for exports are



Tzble 3.3

Total External Debt Qutstanding (Disbursement Basis) by Maturity and Type of Borrower, 1965-1973

Million US §

End of Period ’ 1965 1966 1967 1968 1969 1970 1971 1972 1973
Short-Term 1/ 124.5 l46.1  354.4 319.7 472.8 .349.7 339.6 320.0 332.9
Public Sector 73.3 102.8 - 209.0 120.1 196.4 62.8 38.5 31.5 -
Central Bank 73.3 102.8 209.0 120.1 196.4 62.8 38.5 27.5 -
Others - - - - - - - 4,0 -
Private Sector 51,2 43.3 145.4 199.6 276.4 286.9 301.1 288.5 332.9
Cormercial Banks 47.8 36.2 63.7 61.3 97.0 54.8 36.5. 25.5  24.2
Others 3.4 7.1 81.7 138.3 179.4 232.1 264.6 263.0 308.7
Medium-Term W\ 236,3 202.8 217.6 444.6 541.0 509.8 371.2 334.9 321.8
Public Sector 135.9  114.5 86.3 162.9 141.6 140.9 11il.3 120.2 147.8
Central Bank 51.8 25.3 25.5 86.1 72.6 64.0 12.2 7.8 86.2 |
. Others 84.1 85,2 60.8 76.8 69.0 76.9  99.1 112.4 B8l.6 3
. ]
Private Sector 100.4 88.3 131.3 281.7 399.4 3568.9 259.9 214.7 174.0
Long-Term 3/ 238.7 275.1  479.9 603.2 815.4 1,170.2 Hmkw.n 1,421,515606.9
Public Sector 149.6 154.5 166.7 187.1 255.6  490.0 528.4 653.0 739.9
Central Bank - G.4% 1.6 4.6 L4 205.1 195.9 231.3 257.3
Others 149.6  154.1 165.1 182.5 251.2 2B84.9 332.5 421.7 482.6
rivate Sector 89.1 120.6 313.2 41i6.1 559.8 680.2 719.8 768.5 867.0
TOTAL 599.5 624.0 1,051.91367.5 1,829,2 2,029,71,959.0 2,076.42261.6
Total Public Sector 358.8 371.8 462.0 470,1 593.6 693.7 £78.2 804.9 887.7
Central Bank 125.1 128.5  236.1 210.8 273.4  331.9 246.6 266.8 323.5
Others 233.7  243.3 225.9 259.3 320.2  361.8 431.6 538.1 564.2
Total Private Sector 240.7 252.2 589.9 897.4 1,235.6 1,336.01230,8 1,271.71373.95

Source: External Debt Management Office, Central Bank of the Philippines

1/ Payable within one year, including revolving credits, commercial banks include PNB and ZHUn.
2/ Payable from two to five years.

3/ Payable over five years, and beyond.
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Table 6,3

Regional Population Distribution, Family Income and
Distribution of the Bottom 40 Percent in 1971

1971 Distribution of Bottom
Populacion Familv_Income {Fesos) 40% of Families
(mid-year) No. of
Beople
Region (million) %  Mean Median C/B (%) (Millions) 4  D/A (%)
) A B c D

= — —

o

Philippines - Total 37.92  100.0 3736 2454 65,7 15.17  100.0 40.0

Northern Luzon 3.39 8.9 2890 1741 60.2 1.87 12.4 35.2
Ilocos 1.87 4,9 3299 1813 55.0 0.98 6.5 52,4
Cagayan Valley 1.52 4.0 2390 }652 69.1 0.89 5.9 58.6

Central Luzon 6.68 _17.6 4895 3556 72.7 1.61 10.6 24.1
City of Manila 1.40 3.7 7785 5202 66.8 0.10 0.6 7.1
Central Luzon 5.28 13.9 4127 3119 75.86 1.51 10.0 28.6

Sguthern Luzon 10.16 26.8 3868 2634 68,1 3.81 25,0 37,5

af
Southern Tagalog 7.12 18.8 4332 2960 68.3 2.25 14,7 31,6
Bicol 3.04 8.0 2784 1874 67.3 1.56 10.3 51.3

Visayas 9.38 24.8 2318 1930 68.5 4,68 30.9 49.9
Western Visayas 3.86 10.2 3206 2332  72.7 1.50 9.9 38.9
Eastern Visayas 5.52 4.6 2348 1651 64.8 3.18 21.0 57.6

Mindanao 8.31 21.9 3382 2411 71.3 3.20 21.1 38.5
NE Mindanao 3.14 8.3 3062 2186 71.4 1.36 9.0 43.3
S84 Mindanao 5.17 13.6 3577 2549 71.3 1.84 12.1 35.6

Source: (A) Population - by interpolating 1970 Census data,

{B) Mijares, Tite A. and I.C, Belarmine, “Some Notes on the Sources of
Income Disparities among Philippines Families," Journal of
Philippine Statistics, Vol. 24, No, &, 4th quarter 1973, P xv-xxii.

{C) Distribution of bottom 40 percent of families based on mission
calculations using the 1971 household income-cxpenditure survey
data,

a/ Includes pért of the Greater Manila Area.
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Table 7.1

Selected Characteristics of the Agricultural Sector, 1948-72

Item

1948

1960

1965

19568 1870

1972

1.

2.

4.

Je

10.
11.
12,
13,

14,

15,

16.

Harvested area, in thousands
of hectares

Cultivated area, in thou-
sands of hectares
Irrigated cultivated ares,
in thousands of hectares
Rice crop area, in thou-
sands of hectares

Area in which irrigated
rice was harvested, in
thousands of hectares

Rice crop area under high
yield varieties of crops,
in thousands of hectares
Llabour employed, in thou-
sands

Fertilizer consumption 2/
in thousands of metric
tons of nutrients
Cultivated area per worker
(2 + 7)

Harvested area per worker
(L 7)

Multiple cropping index
(1=+2)

Proportion of cultivated
area lrrigated

Proportion of rice crop area
irrigated

Proportion of rice area
under high-yield varieties
of crops

Ferfilizer consumption, in
kilograms, per hectare of
cultivated land
Fertilizer consumption, 1in
kilograms, per hectare under
crops

4,794

3,800
&00

2,095

398

3,580

&4

1/ Data for these years are doubtful.
2/ Three-year average centered at the year shown; consumption is estimated

Sources:

as the sum of production and iwports.

7,715

5,649
621

3,252

780

4,806

1.61
1.36
0.11

0.24

8,252

3,200

958

5,267

88

0.30

11

£,806 8,946

3,304 3,113

1,309 1,346

0.40 0.43

0.21 0.43

18 21

1 to 6, 8, Bureau of Agricultural Economics of the Department of Apri-

culture and Natural Resocurces; 7, labour force survey of the Burcau of Census
and Statistics.
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9,387

6,486
958

3,246

1,332

1,827

6,250
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Table 7.4

Number and Area of Farms

by Type of Land Tenure, 1960

Type of Land Tenure Land Area
Number of Percent of Area In Percent of

Tenure Status Farms Total Hectares Total

Full Ouner 367,725 44,67 4,133,276 53.17
Part Owner 310,944 14,36 1,139,956 14.67
Tenant 864,538 39.91 2,000,201 25.73
Manager 2,487 0.11 365,309 4.70
Other Forms of Tenure - 20,522 0.95 133,742 1.73
TOTAL 2,166,216 103.00 71,772,484 100.00

Source: Census of the Philinpines:

1960 - Agriculture, Vol. 1I, Summary

Report, pp. 8-9, National Census and Statistics 0ffice, Republic of
the Philippines, Hanila.
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Table 7.5

Number and Area of Farms
by Type of Tenancy, 1960

Type of Land Tenure

Land Area
Number of Percent of drea in Percent of

Type of Tenant Farms Total Fectares Total

Cash 13,506 1.56 47,008 2.35
Fixed Amount of Produce 34,145 3.95 88,911 5,45
Share of Produce 745,426 86,22 1,€77,857 83.88
Cash & Fixed Amount of Produce 693 0.08 3,676 0.18
Cash & Share of Produce 10,847 1.25 34,083 1.70
Rent: Free 29,816 3.46 55,918 2,890
Others 30,105 3.48 92,748 4,64
TOTAL 864,538 100,00 2,€00,201 100.00

Source: Census of the Philippines; 1960 -~ Agriculture, Vol. II, Summary

Report, pp. 8-9, Nation2l Census
of the Philippines, Manila.
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Tabie'?.?

Relative Contribution of Area and Yield to Total Growth In
Output of Rice, Corn, and Sugar Cane, 1948-69 (Percentage)

Item Rice Corn Sugar Cane

1948-50 to 1958+60:

Annual growth in output 3.7 I 9.3
Proportion of annual growth due to
. changes in =
Ares 115 114 86

Yield -15 -4 14

1958-60 to 1967-69:
Annual growth in output 2.3 5.4 2.2

Proportion of annual growth due to
changes in =

Area ‘ -3 49 140

Yield 103 51 =40

Source: C. Crisostomo and R, Barker "Growth Rates of Philinpine

Agriculture, 1948-69" Philippive Economic Journal, Vol. XI.
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Selected Crop Yields,

Table 7.9

Crop Years 1960-1971

: (Kg/Ha)
1960 1965 1870
Food
Palay (sacks of &4 kg) 25.7 28.4 38.2
Corn (sacks of 57 kg) 11,1 12.0 14,6
Fruits and Nuts 2,113.0 3,261.6 4,127.4
Citrus 1,893.0 2,476.3 3,322
Root Crops 4,883.1 5,615,7 5,216
Vegetables 2,240.4 4,034,2 4,989
Onions 2,626,2 3,157.1 4,143
Potatoes 3,116.4 6,331.5 6,746
Beans and Peas 540.7 459.6 L4 9%
Coffee 849.,2 995.8 908
Cacao 463,2 433.7 512
Peanuts 629.8 547.3 536
Commercial
Coconuts {nute per bearing
tree) 1/ 44, 38 37
Copra 2, 1,204 988 697
Copra 1/ 1,015 917 879
Dessicated coconuts 40 39 37
Sugarcane 7,468.6 5,805.8 7,088
Abaca 539.3 672.4 707
Tobacco (Virginia) 661.9 595.,7 659
{Native) 6748 604.1 126
Romie 1,315.8 1,746.8 1,791
Rubber 596,13 349.3 870
Maguey 725.8 937.2 863

w3
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32.8

7658.4
51.3
6,748 .4
673.5
£92.1
767.1
1,295.5
905.5
879.3

* Including soybeans

by

Calendar year

2/ Coconut Statistics 1971, Vol, VI, No. 2, United Coconut Association of

Sour

the Philippines

ce: BAEcon, DANR,
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Table 7.10

Median Family Income of Farm Households, 1961, 1965, and 1971

Ratio to the national median

Region1 Median foamily incoeme family income of farm houscholds
1961 1965 1971 1961 1965 1971
Ilocos 854 952 1,516 0.98 0.7 0.85
Cagayan Valley 752 973 1,527 0.86 0.76 0.86
Central Luzen - 1,024 1,449 2,514 1.18 1.13 T 1.41%
Southern Tagalog 1,112 1,997 1,973 1.28 1.56 I.11
Bicol 807 1,297 1,530 0.93 1,01 0.86
Western Visayas 903 1,380 2,209 1.04 1.08 1.24
Eastern Visayas 745 1,002 1,291 6.86 0.78 0.72
Northern and
Easrern Mindanao 995 1,293 1,865 1.14 1.01 1.05
Southern and .
Western Mindanao 687 1,302 1,973 0.79 1.02 1.11
Total Philippines 871 1,281 1,783 1,00 1.00 1.00

Yhe city of Manila is omlitted since it Ls too atypically urban.

Source: Computad by the ILO Comprelwasive Employment Strategy Mission to the
Philippines frem the bagic data of the Bureau of the Census and
Statistics' Fanily incoune and cupenditures surveys for 1951, 1965 and
i971.
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Table 8.1

Per Cezpita Calorie and Nutrieut Supnlies, RDA%*, and
Consumption in the Philippines: 1970

Butrient Supply Available RDA* Actual Consumption
Calpries 2,097 2,000 1,673
Protein, grams ' 54.2 50 46,6
Fat, grams. 26.4 30 2.9

* Recommended dietary allowances as developed by the
Philippine Covernment,

Source: (1) TFood avallability data were derived by the NEDA Statistics -
Office and published in The Philipnine Food Balance Sheet
i571: NEDA Food Balonce Serics, hNe, 1,

(2) Consumption data are from Carmen L1, Intengan, "Changes
in Food Habits in Relation to Increascd Proluctivity,"
Philippipne Journal of Nutrition, p. 251, 1972,
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Protein/Calorie Deficiencies by Resjon

3
' -
o Calocies Protein
(% of lLoun 1s with less than -
A% ol LAY
Manila & Suburbs 20 92 30 20
Southern Tagalog 79 &t 23 30
Ilocos = Mt. Province 28 97 16 15 -
s
Cagoyan Valley & Batanes 91 53 26 21 C
Yastern Visayas 68 80 47 24 i
Western Visayas 75 88 38 20
Southwastern Mindanaso 4 86 &0 16
1
Souree: Mutrition Surverw nducted by the Food and lntrition Rescarch
Center, WIST, Hiwi, Manila 1099-69,
’
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Table 8.3

Philippine Calorje and Protein Intakes Compared to Other Asian Countries

‘Country

1. Iran
2. East Pakistan

3, Japan

4, West Pakistan
5. FKorea
6, India

7. Fhilippines

Year of Survey

Actual Consuription per day

Per Capita Caloric

Protein (yrams)

1962-67
196264
1965
1962 <64
1970
1965

1958=-67

2460
2202
2184
2111
2105
1970

1673

68
56
71
67
66
51

&7

Source: "Review of Food Consumption Surveys in Asia' Elena S. Quioque,

Proc. First Asian Congress of Nutritionm,
Nutrition, Hyderabad, India.

b5
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Table 8.5

Net Available Food Supply for Human Consumption
Calendar Years 1970 and 1971
(In 1,000 metric tons, A.P, or as Purchased Basis)

Gross Available Non-Food Net Available food supply CY 1971
. food supply cnwwwumnwos.w\ for human‘consumption 2/ percent
Food Groups T, Percent distri-
cY CcY CY CcY Y cY . Inerease bution
1870 1971 1570 1971 1970 1971 (decresse)
Philippines 14,860 15,049 847 1,205 12,465 13,378 {0.6) 100.0
1. Vegetable Origin 12,170 12,279 313 1,169 10,810 10,6454 (1.5) 79.6
1. Cereals 6,038 6,428 530 539 5,060 5,423 7.2 40.5
a. Rice (milled) 3,581 3,866 117 117 3,464 3,749 8.2 25.0
b. Corn (shelled) 2,008 2,077 409 413 1,151 1,198 G.1) 9.0
¢. Wheat flour 449 485 4 9 &45 476 7.0 3.5
2. S8tarchy roots and tubers 1,303 1,301 214 493 1,089 808 (25.8) 6.0
) 3. Sugar and syrups 608 682 - - 608 682 12.2 5.1
4. Dry beans and nuts (excl.
€oConuts) 56 59 3 3 53 56 5.7 0.4
: 5., Vegetables 1,118 1,143 55 57 1,062 1,086 2.3 8.1
6. Fruirs 1,903 1,450 106 73 1,797 1,377 (23.4) 10.3
7. Fats and Oils 114 119 2 2 112 117 4.5 0.9
8. Coconuts for food 160 148 2 2 158 146 (7.6) 1.1
9. Miscellaneous 871 949 - - 871 949 9.0 7.2
-~ i - o ' ‘_nq ‘u
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Net Available Food Supply for Human Consumption
Calendar Years 1970 and 1971

Continuation
Gross Available N¥on-Food Net Available food supply CY 1971
food supply utilizationl/ for human consumption 2/ percent
Food Groups Percent distri-
o)'¢ cY cY cY cY cY Increase buticn
1970 1971 1970 1971 1970 1971 (decrensne)
II. Animal Origin 2,689 2,770 34 36 2,655 2,734 3.0 20.4
1. Meat and poultry 574 582 - - 574 582 1.4 4.4
2. Fish and other marine
products 1,412 1.458 25 26 1,387 1,432 3.2 10.7
a. PFish 1,211 1,249 23 24 1,188 1,225 3.1 9.2
b. <{Crustaceans 72 77 1 1 71 76 7.0 0.5
e. Mollusks 129 132 1 1 128 131 2.3 1.0
3. Milk 583 597 - - 583 597 2.4 4.4
4, Eggs 120 133 9 10 111 123 10.8 0.9 -

1/ Includes animal and poultry feeds, seeds, waste, non~food manufacture and other
by products in the milling of corn.
2/ Gross available supply minus non-food utilization,

SOURCE: The Philippine Food Balance Sheet: 1971, NEDA
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Table 8.6

Daily Recommended Per Capita Food Allowance in Comparison With
Daily Per Capita Food Supply, Calendar Years 1570 and 1971
(In srams, A.P. or as Purchased Basisg)

Food supply available for consumption

-fQu

Recommended per capita per day “(A.P.)
Food Groups allowance .
per capita ‘ CY 1971
per day 1/ Calendar Year Calendar Year Percent In- percent of
{A.E.) 1970 1971 crease [decrease) sufficiency
Total per caput | . ....cecevecnnes 1,207 1,001,7 965.7 {(3.6) 80,0
I. Vegetable Origim ...vveivsccrnncanenn 845 804.4 768.8 4.4 - 9.0
l. Greals .s.cevevesvvesnsonnacssnans 324 376.2 391.9 4.2 121.0
a. Rice (milled) .svcicvcinineases - 257.5 . 270.7 5.1 -
b. Corn (shelled) ...cicesvcnnas - 85.5 86.6 1.3 -
c. Wheat flour .evevecencnencess - 33.2 34.6 4,2 -
2. Roots 2nd LUDETS sevrscerncvnnsns 80 81.2 ' 58.2 (28.2) 72.8
3. Sugar and EYTUPS c.viivecsvaranns 33 45,2 . 49,3 9.1 149.4
4. Dry beans and nuts (excl. coconuts) 20 4,1 4,1 (2.4) 20.5
. 5. Fruits and vegetables ......cv0e. 359 213.0 177.7 (16.53) 49.5
a. Leafy and yellow vegetables .. 105 . 27.1 27.5 1.5 26.2
b. Vitamin C-rich foods ........ 115 22.9 27.4 20,1 23.8
c. ODther fruits and vegetables . 139 163.0 122.8 (24.7) 88.3
6. Fats & oils (inzl, fats from
COCOMULE sevevssrcnoronnasanvsnes 29 9.5 9,72/ 2.1 33.4
7. Coconuts for food (excluding fats) - 10.5 9.4 0.0 -
8. Miscellameous .cu..ceesevesevasens - 64.7 68.5 5.9 -
IT1. Animal Origint c.vecerevosanonesonnens 362 197.3 196.9 0.2 54.4
1. Meat and poulfry .eieeveevenreases 172 145.9 145.2 (0.5) 84,5
2. TFish and other marine products) . . - . .
3. Milk and milk products ...ceceveas 173> 43.2 43.0 (0.4) (24.9)
by EEES ewevecacesesrsvassrennannsoss 17 8.2 8.7 6.1 51.2

Source: NEDA Re Philippine Focd Balance Sheet, 1971, NEDA

1/ Recommended allowance based on E.D. edible portion converted to A.P, (as purchased basis). Data on re-
commended allowance are still tentative subject to final revision by the Food and Nutrition Research Center
NIST, NSDB. Data obtained from figure 2, page 66, Philippine Journal of Nutrition, Vel.22, 19659,

2/ Containing about 99 grams of pure fats per 100 grams A.P. or equivalent to 9.4 grams pum fats.
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