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DATE: February 4, 1980

Our review of subject US$2.4 million grant disclosed
no areas warranting your action.

The Government of the Philippines (GOP), acting through
the Ministry of Agrarian Reform (MAR) received the
grant to,

"Improve effec~iveness of the land reform program:
strengthen, test and evaluate the most effective
small farmer organizations and systems to provide
necessary supporting services to land reform
beneficiaries, and strengthen agrarian reform
research studies for agrarian reform policy and
operations."

The grant, ~ ef~, was to advise and assist the MAR
in helping reV1ew, recommend and install systems and
procedures which would help to accomplish stated goals.

Grant proceeds were used to finance u.S. personnel salaries,
participant training such as Land Titling & Registration,
and Management Information, and commodities. The last
category consisted principally of jeeps, surveying equip­
ment, and standard office accessories and machines.

Our review identified no new aspects of the project that
were not already known to be areas requiring extra attention,
caused by:

Difficulty in determining land ownership,
Poor land title records,
Inadequate land survey data.

Their combined impact slowed down efforts to bring about the
desired reform within a measurable timeframe. This is what
the grant strove to improve, and - despite the cited problems ­
to some extent succeeded in accomplishing.
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For instance, the ~UL~ quarterly accomplishment r.eport on
"Operation Land Transfer", as of September 30, 1979, which
USAID/Philippines accepts as accurate, disclosed the
following achievements:

Item

Number of Certificate of·
Land Transfer (CLTs)
Issued/Printed :

Number of Tenants Involved

Number of Certificates

Hectarage Involved

Number of CLTs Distributed
to Tenants

Target

396,082

556,114

730,734

427,149

Actual

308,086

427,149

525,590

251,665

%

78

77

72

59

Although these results fall short of the respective goals, they
demonstrate, nevertheless, that some progress has been made.

A stoppage of further fund authorizations, beyond FY 1978, with
a residual deobligation, in June 1978, effectively terminated
AID's 2 percent participation in the project. Existing resources
in the pipeline, according to project personnel, are earmarked
to cover phase-ollt activities.

/

Recent cable traffic (STATE 290761, November 8, 1979) gave
evidence of continuing interest on the part of the House Committee
on Foreign Affairs' Subcommittee on Asian and Pacific Affairs in
Agrarian' Reform in the Philippines. It referred to the 1977 Rand
Corporation Study conclusions that "despite its limited objectives
the Philippine Land Reform Program was failing."

STATE 290761 quotes directly from pages XIII and XIV of the Sub­
committee Report by saying:

"Recent accounts indicate that the program is still
not providing Philippine farmers with the security
they need in the event of crops failure and, in
general, that the same problems exist today which
were noted by Rand in 1977. The Land Reform Program
is designed to promote both equity and productivity.
However, studies by agricultural economists in the
Philippines Journal of Agriculture Economics in 1977
indicate that labor is being displaced and a high rate of
unemployment is produced in an economy already burdened
with severe unemployment. Recent indicators point to
the same situation as that noted in 1977. The net
result of the Agrarian Reform Program, which receives
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considerable AID support, is thus that in absolute
numbers it actually increases the gap between the
rich and the poor, and actually increases the
number of the 'Poorest of the Poor'''.

As a result AID was given 120 days to report on the effectiveness
of the Philippine Agrarian Reform Program, the impact and utility
of any AID future involvement in the program. USAID/Philippines'
inputs were requested in fulfillment of this mandate.

On December 18, 1979 AID/Washington's Philippine Desk sent a
copy of the consolidated response to Congress, to Manila, raising
the possibility in its transmittal note that Congressman Wolff's
delegation may want to discuss the subject during its visit
to the Philippines, in mid-January 1980. To the best of our
knowledge the subject was not raised, suggesting that the five­
page response was adequate and answered all outstanding concerns.
(Mr. Wolff is the Chairman of the Subcommittee which initiated
the request) .

Four pages of the response, entitled "Effectiveness of the
Philippine Land Reform Program" dealt with the history and
background of the program, tracing it to its 1972 origin, via
Presidential Decrees (2 and 27), and putting it into perspective.
Because of its comprehensiveness and timeliness we are adding
the response to this Memorandum as Exhibit A.

Two specific sUb-sections, "AID's Impact on the Land Reform
Program" and "Ut11ity of Future AID Involvement", are further
summarized below:

AID's Impact on the Land Reform Program

AID's support for the Philippine Land Reform Program has been
limited, totalling less than two percent of the total cost of
the program ($2,382,000), with the balance of the cost being
assumed by the Philippine Government.

The AID contribution has been utilized in the design of the
implementation procedures, the training of implernentors, the
creation of the capacity to identify and respond to implementation
problems, the development of t~chniques for measuring affected
lands in the absence of a cadaster (an official register of the
quantity, value, and ownership of real estate), and the strength­
ening of village-level farmer institutions of land reform
beneficiaries.

At no time, however, was there any AID involvement in the policy
aspects of land reform.

-3-



AID support was not only limited essentially to specific
technical assistance requirements, some commodity needs, and
participant training, but was also geographically limited, by
being restricted to four key agricultural provinces on the
islands of Luzon, Panay, and Leyte.

Utility of Future AID Involvement

AID's involvement in the program through FY 1978 resulted in
the refinement and streamiining of technical and administrative
methods and procedures used by the Philippine Government in
implementing the reform.

The Agency's assistance also supported the training of Filipino
technicians in these methods and procedures, establishing a
training implementing cadre.

Should the Government of the Philippines request renewed AID
assistance, the greatest utility would be derived from a
resumption of support in the technical, administrative and
training areas.

An important area of involvement, for example, would lie in
helping the government assist reform beneficiaries improve their
capacity to manage their resources profitably through the
provision of needed services to small farmers. Such support would
assist in increasing small farmer income, output, and employ~ent

opportunities. ,AID activities could include new efforts in
strengthening both the agricultural cooperative and credit systems,
and the land mapping, titling and registration system.

As before, however, AID would not contemplate any involvement
in the policy areas of the land reform program.

Wrap-up

Critics of the land reform program in the Philippines have often
overlooked the modest role played by AID, and its focus on
selective implementation aspects,rather than policy matters.

The implementation itself, largely (98 percent) a government of
the Philippines funded effort, has been facing a number of
problems that are not program-specific, such as the high rate of
inflation, and the cost-price squeeze in which beneficiaries
find themselves in when called upon to make the required amortizati,
payments to the Land Bank. A further unforeseen detriment is
the drying up of former landlord-centered credit sources. Yet
another factor is needed to replace the former landlord-based
knowledge and management resources with a replication by the new
owners. This process, while ultimately implementable, is
time-consuming and cannot realistically be expected to occur all
at once. Therefore, project results are unlikely to be spectacular
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cc: Auditor General (AG) ~

Executive Management Staff (AG!EMS)
Policy, Plans & Programs (AG/PPP)
Auditor General, Inspection and Investigation

Manila
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EXHIBIT A

Effectiveness of the Philippine Land Reform
Program

The p:t:!'(:1t J'hi1:ij'?:ine lane rl'ful":T. prcf!'';~ is the Te~"Jlt of J'T(,~idc:ntia!

Dt:<.T'-CS (t'D) :;~·s. 2 and 27, calf-d, TE'l:;>t'ctively, S~;:ttr;:~t:T 22 ar.d Onctt-r
21,lS'72. ?D 2 cf:'c~aTt-d the (-~"ltjre (ol:ntry to be subject to 1 .. nc TE'fc.m.
"T,C I'D 27 c"c~i:!"I-C all t('r.a~ts on rice end corn lc.Tl(~s to be tht- o·.-r,E-TS of
the Jc~d tht:y tilled (O~~ration lend Trar.~fer - OtT). These t~r.GnlS not
cc~wert t-d to o\.j.ership, hO...·('·vt-f, ""ould beco:r;e leasehoJ dE:TS under 8 " .. ri t t t-':'!
c"ntrCict systt:m (leasehold (lpe:Tations - lHO) . ."The Govermu:nt of the
Phjlirrin~s ~stj~Cites that, nati~n~ide, ~ome ],000,000 corn and rice ter.a~ts

6TE: the potential beneficiaries of the Jand reform. Of these, it is £o5ti­
r.,att-d that a~~ut 400,000 tenants are taT~eted ~o beco~e o~ners, ~hile t~e

rt~a~nder would co~e under written leasehold a&r~t:~ent5.,. t.

The basic rationale beh~nd Operation land Transfer is baSed on the insti­
tution of private o\~ership of land. Its obj~ctive is: to ~ecure tenure
for falL,ers ~ho cultivate the land; to increase their net farm incone~ bv

J

reclucint and fi~:inb rents and provicing the~ ~ith greater incentives to
increase pTod~ctivity; to incr~ase their octivatien to cake per~anent

i~preV~~fnts on the land and te use it mere productively; and to raise
the st2~~S cf pt:asants an~ 5~all fermers by recognizing their i=portance
to the ?hjl~~?ine ~c"no~y and society.

To cate. the lcn~ reform pTog~arr. has not ~et all of the veT)' a~biticus

objt-ctives originally antici~ated. In spite of this. more has been
acco~?lished in land' tenure reform by this program than by all similar
protrams of previous administrations. In addition. it should be recog­
nized that PhiJippine Govern~ents. as muny others, have al~ays and will
ccntinuf to announce performance Largets that are ambitious and ask the
public to accept statements of intention as signs of accomplishment.

As mentioned .bove. the land reform was expected to contribute to up­
grading the quality of life of lower-income rural groups by both iroprovjng
the tenure status of .tenants and increasing the productivity of ~enants

and ne~ o~~ers. Insofar as the latter objective is concern~d. rice pro­
duct10n and ~ields have bet-n rising steadily since 1972. Over the past
three years, yields have increased an extraordinary 2~ percent. leacing
to sust ained ri ce sel-f-suffi ciency during this per1bd. Although other
factors. such as new r1ce varieties and the increased use of irrigation,
f~rtjlizer5, and herbicides, are also responsible for the dramatic
increa~e in rice productivity, the land reform program has contributed
to this 6uCC~SS. The 1and reforT:l lias tnade it econC':nically ach.-a:-,tag.eo\.ls
for both new c.~ers and ]~aseholders to adopt mQre productiVE rnet~0cls

of production, gi~en that payments for the lane worked are now g~nerally

based on a fixed percentage of the yield.
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At th~ sam~ tire, hc~~ver. Phi]i~p~np f~JrCTS hav~ n~t h~d the s~rurity

th~)' n~t'd in th~ e\'ent of crop fai)uTe. !n rt-cosn:ition of this sl,ort­
co!'in!, the Phi:ippin~ Gov~rLm.l·nt illitiated a ~TOP inl> .... !'o;'\ce Pl'"u~!'a:n iT.
1978 6 yE:c:!ically ain,E'~ at covering crop ]e,s!'es in case ::! UO)iOTE:S~E:n

circur.~ta;'\C~~. Such. ~0ve ic si£n1ficant in vie~ ~f thE: !?ct t~at

~ea1her ~ondition~ over the last several ye~rs have been u~~sually

favoT3ble to 3griculture, and losses ha~e b~~n small. 1t is only a
~8tter of ti~e, hO~E'ver, before incJE:me~t ~eather adversely aff~cts the
r~Tal sector. and the insuran~e program should· help ia reducing the E:CO­
rIOr..:ic effects of a ...·eather dis·ast~r on the !anr.ers.

~njle agricultural productivity has incr~as~d .nd rice selfs~fficiency

has beEn Teached, the achievewents in the area of land tenure have been
less far Teeching. There are several rezsons for this slo~er-than­

anticipated perfo~ance~ including t~ fact that the process of identify­
ing lands subject to the reform has been slo~ed due to inadequate land
records and insufficient or non-existent cadastral and survey data, a
short~o~ing co~on 1n ~he Third World. Unfortunately. the lack of adequate
land records and survey data was not initially recognized by the Philip~ine

Cover~en~ as a critical problem area. The administrative and technical
prob]e~s that such a situation engenders. furthermore, only beca~e evident
in la~e 197', and led to • 510~ing in the issuance of Certificates of Land
Transfer (CLT) as the casnitude of the proble~ co~e to be understood.
Doc~~entation problE:~s were also exacerb.ted by the e~rly, rapid identifi­
cation·of eligible tenants following PDs 2 and 27. The r.ass of info~ation

passed to Manila in/8 short period of time oven--helmed the ~inis::ry of
Agrarian Reform's (MAR) capacity to process and utilize it, leadins the
MAR to respond in many instances on ~n ad hoc basis.

The Ph111ppi~e land reform. furthermore. is not expropriative but. rather.
1. compens~tory in nature. Along with the provisions for compensation.
there are provisions for lando.~ers to have recourse to the judicial system
in instances of disagreement over applicability of the refoI"lll. laDd valua­
tion. and other disputes related to the implementatioD of the law. Many
of the larger landowners have availed themselves of this provision,
Decessaril, slowing the full ~plementatioD of ~he Teform while their cases
are beiDI heard. This situation arose essent1ally because PD 27 was Dot
sufficiently detailed to provide the clear luidelines needed to quickly
and completel, effect the complex land ownership transfer process, while
ad~ering to-due process and a co~1tment to landlord comp~nsation.

In addition, small landowners. who typically hold 15 hectares or less,
lenerally oppoSE:d the 1u.plementation of the reform on the basis of its
buropnsome effect on them. This burden arose from the fsct that. whereas
l.nco.~ership repres~nted social and political status to the large land­
owner. to the small landowner it repres~nts economic and retirement security.
A. a result of this opposition, many of the tenants of small landow~ers have
come under the provisions of leasehold contract., in whicb the lando~er.

are paid a fixed percent.le of the land', production as rental. In this ~ay,
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th~ ~(o~c~1c 6~CUTjty asp~cts ~hich land r~pr~s~nts to the s~all ]2~eO~ntr
have brent 1n ~o~~ ~ta~ure. pT~s~rw~d.

finally. the slo~ed PftCP of 1r~1~~entation can a)~o be traced to t~e divisi0~

of T~s?O~5ib11ity lor various BSp~cts of the land t~nuTe reform to differ~n:

,ov~rnmcnt agencies. Thus, ~hile under the overall policy cir~ction of the
~linistTY of AgTari~n Reform. land identification and sketching is the re­
sp~~sibility of the Bureau of tands; land valuation. co~p~nsation. and col)~:­

tjon of accrtization payner.ts rests with the Land lank; the promotion of
far~er ortanizations is done by tn~ Bureau of Cooper.tives nevelop~ent; ane
land titling and registration is under the pUTvie~ of the Land RegistraticD
Co~~ission. In addition to being difficult to coordinate, the efficiency cf
this arra~ge~ent hzs op~arently also be~n reduced by MAR's attituoe that
r~s?o~sibility for the work (if not the authority ~nd ultimate resronsibiJity)
in OtT pha~es subsequent to the identification of beneficiaries cnd lcnd­
o~~ers rests with these agencies. Thus, the ~Jffi's position on this uatter
does not promote the spirit or intent of PD 2, nor does it hasten the r~te of
la~d transfer.

Nevertheless, approxicately 35% of the some ~OO.OOO tenents eligible to
receive land titles have actually received th~. Tnese former tenants are
now making a~ortization pa:~.ents to the Land Bank. Certificates of Land
Transfer for anot~er 35% of the total eligible have be~n issued, but not
yet delivered to the beneficiaries because the process of determining lone
valuatlon has yet t~'be conpleted. In many ceses, however. these tenants
are no longer obligated to pay rent to the landowners but, rather. make
p.yments to the Land Bank.

Beneficiaries of the reform program, however. are facing problems which
Vere unfores~en ~uring the initial stages of the reform, and which will
require corrective action on the p.rt of the Philippine Government. In
the first place. amortization payments by Operation Land Transfer bene­
ficiaries to the Land. Bank have dropped off over the last two years.
primarily because these small producers are being caught in a classic cost­
price squeeze. While the econo~ic survival of OLT beneficiaries could be
aeriously threatened by a government policy of atr1ct enforc~ent, it is
unlikely that amortization provisions vill be enforced ~thout some modi­
ficatjon. if only for political reasons. Secondly. ~he indebtedness of
OLT beneficiaries to various formal sources of credit has risen sharply
since 1978. This situation has been exacerbated by the recent rapid
increases in the cost of living in the Philippin~s. There has also been
an increasing dependence on informal 80urces of consumption credit, credit
which Was prevjously prOVided by the lando_~er5. Fina)}y. although the
situation has improved. there are still gaps in the acquisition of kno~­

1edie and the fo~ation of responsive farmer gTourints by refo~ bene­
ficiaries to efficiently replace the ~nageThent skills and various services
formerly prov!ded by the landowners. These problems have the potential for
comrro~lslng the benefit. derived to date from the reform. Their existence
1. cnderstood by the govprr~ent. but the nature and effectiveness of cor­
rective actions [0 be t.k~~ cannot be asceTta1ne~ at this ear1y d8te.
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The implementation of the land reform, tl,ough, has resulted in an
unfoT~5e~n spinoff ~nd in inportant benefits. Recent d.ta 1ndicat~s

that the cost of tenancy on th~5e lands which have not yet b~~n broutht
into the reform sector has decreased. In general, the cost of tenancy
ha. been reduced from about ~O% of gross production to a level $lightly
above the 2~% called for in the agrarian reform law. Thus, while the
rate of actual implementation of the l~nd reform is lower than what the
Covern~tnt of the Philippines had foreseen as a~talnable. the practi~al

results appear to be a general! decrease in the cost of access to land
for new owner./leaseholders/te~ants.

There are also other benefits to the small farmers ~hich. notwithstanding
the slowed rate of CLT issuance. can be ascribed to the land reform program.
These benefits 1ncJude: •. an improve~ent·in the operation of small-farmer
cr~d1t and cooperatives systems; a significant reduction. and in some cases
elimination. of the political. economic. and social power of the large land­
owners 10 the rural areas; the successful introduction of the basic ele~ents

for the efficient use and management of the land by scalI farmers; and. a
transition from a dependence 00 large landowner operations to that of s:al1
farmers without a loss of production.

The data on the effect. of the land reform on rural l.bor it ~ust be noted.
cannot be easily disal&regat~d from that of other developments also affect­
ing the rural sector. On the whole. however, there ha~e been changes in
rural ~abor pa~terns since 1972. With the widespr~ad .~aptation of mogern
rice technology and _:upanded irri gat ion. IUny small f aI"1llers .re oow 1'1, _ ./---:. ~­
iDS two. and even three, crops annually. 10 tbe past, the typic~: ~~~~ern
••• fo~ farmers to obtaio a .iogle. rainfed. rice harvest. 1>:;. conse­
,uence of tbe iDcreased production represented by addition': harvests, the
peak de:mane.8 for labor at tbe plaotioa and b.rvestin! ~tales have 81so been
~b.tant1al17 increa.ed. even re.ultins in local labor shortages io some
.r.... Given th1• .videDce, It 1s difficult to reconcile tbe 1977 study
cited by tbe Subcommittee with tbe labor shortaae patterns described above.
ODe possible explanation for the current situation ~&ht well be that there
1. a labor surplus duriog the periods outside of planting and harvesting.
Vhile tbere are localized labor shortages durina tbese periods.

ID sum. the Philippine land refora proJram would .ppear to be a vell­
intentioned program. 'but one whicb bas suffered frow 1wpl£aentatioD pro­
.lems to date. The ref~ra has DOt yet achieved tbe tenure objectiv~s

oriainaIly aet forth. but ~cb of tbis can be .scribed to overly-optimistic
loals. lack of sufficient ba.eline land tenure data, and the reliance on •
coepensatory. rather thao expropriatory. system which ba. recourse to the
courts. At tbe .ame t1ae, the Government of tbe Philippines would appe.r
~o be takinl steps to alleviate some of the problems vbicb have arisen
~ur1na the refora'. iDplementation. Programs are now in heiol to increase
the availability of rural credit to ~ll fara~r. and ~o in.ure crops
a.alost cat•• tropbic lo••e.. 51.ilarly. the i ••ulna of Certificates of, .



.'- "'.
~ .T. i,

, . -

-5-

Land Transfer 1. continuing apace. with ~f(ort. b~in& m~d~ to .pe~d up
th.1r processing. Still. further efforts will likely b~ n~cessary to
1ncr~a.e the availability of ••rvices to the r~form ben~fici.ries who.
~y and large. have been forc~d onto the market to obtain ne~aed supplies
and production cr~dit.

A1D'. lr.;pact on the Land Reform Program

AID'. support for ~he Philippine land reform p~o&ram bas been l~ited.

totalling Ie•• than two percent of tbe total cost of ~he program. In
.upport of the reform's i~plementatloD. AID requested of Congress a total
of $2.382.000 between FY 74 and FY 78. when AID support for the land
r.form program ended. The balance of the cost ha. been assumed by the
Philippine Govern~ent. AID'. assistance has been utilized in the design of
the 1mple~entation!proce~ures,the training of implementors, the creation
of the capacity to identify and respond ~o implementation problems, ~be

'evelopment of ~echniques for aeasuring affected lands in the absence of
D cadaster. and the .~r~nltheninl of village-level farDer institutions
of land reroTa beneficiaries. At no tiDe, bowever, va. there anf A!D
.~volv£Qent in the policy aspects of the land reform.

AID aupport wa. no~ only limited essentially to specific technical assist­
ance requ1r~nt., some commodi~y needs, and participant training, but was
8lso aeolraph1cally limited•. AID program support vas restricted to four
kaY·.I~lculturalprovinces on the islaads of Luzon, Panay, and Leyte.

It voul4! be uureali.-fic to expect that tbe impact of a small. limited
.ffo~ financed by the AID prolr.. would completely turn around the land
~enure reform progr.. in the Philippines. On the other hand, objectiv~

..aluat10us of AID'. I1Jdted 1Jnrol"eaeut .bowed that, vbile s..ll, it had
- ••ianiUeaut· s..pact Oil 1JIproviDJ the tec1m:lc:.al 1JDplmaentatioD capabilities
."Of the refona.

~tilitx of Future AID Involvement

AID's iD901veaent in the prograa tbroulh FY 78 resulted iD tbe refineaent
aD4 .tr..-lininl of ~.c~D:leal and adaiplstrative .ethods and ~rocedur..
_ed ~y the PMlippiDe Goveruaeut 1D 1JIple:aentiDl tbe refoTa. AID asslat-

. 8JllCe al-e> .uppo~.a the tra1D1D. of Filipino technicians in thue IM!tbods
8D4 procedure., ..tablishin, • trained tapleaenttnl c.dre. Should the
Goven:saent of tbe Philippines requut renewed AID a ••1stance, the .reatest
_t111ty would be derived ~rQa a resuaptioD of aupport in the technical,
aa.lnistratlve, and traininl areas. An important area of involve~nt for
example, would lie in belpinl the lovernment ass1st reloTa beneficlarle5
t.prove their capacity to ..Dale their resources profitably throulb the
prcrri.S1oD of Deaded services to ..11 fat'1llers. Such 5upport would a~aist

1. iDcrea.1na ...11 fa~r inee-e, output, and emplo~nt opportunities.
AID actlviti.. could iDelu4!e Dew .fforts 1n .tranatbeniua 'otb tbe alri­
nltarsl cooparativ. aD' crdit .,st., a~ tbe land aapp1nl. titl1nl, Jmd
~..lstr.tio~ 51.t... .. ~for., however, we would DOt contemplate any
l~lv«aeDt ta the policy area. of the land refo~ proar•••



EXHIBIT B

Agrarian Reform (Philippines)
Project No. 492-0261
Financial Highlights

(000 Omitted)

Total

FY 79

Budget = Obligations

Obligations as of 9-30-79

$2,382

$ 6

55

(61 )

$2,321

$2,124

95

$2,219

$ 102

Principal Line Items
pipeline Expenditures

..

Less: Deobligations: FY 78 .
FY 79 .>

"Disbursements through 9-30-78

Pipeline as of 9-30-79

Pipeline/Expenditures
Analysis.

Disbursements through 9-30-79

Personnel

Participants

Commodities

Other Costs

Total Expenditures

Total Pipeline

$ 44 $1,432

12 249

40 4831/

6 55Y
$2,219

$ 102

1/ Includes about 200 jeeps, calculators, electric typewriters,
copying machines, slide projectors, file cabinets, shelves,
surveying equipment, etc. .

2/ In-country training (47) and International training (8)


