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Memorandum Survey Report No. 2-492-80-6
Agrarian Reform (Philippines)
Project No. 492-0261

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 effechiveness of the iand 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, Qn é%fecy, was to advise and assist the MAR
in helping reviéw, 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 attentlon,
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

1980

the grant strove to improve, and - despite the cited problems -

to some extent succeeded in accomplishing.
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For instance, the MAR quarterly accomplishment report on
"Operation Land Transfer", as of September 30, 1979, which
USAID/Philippines accepts as accurate, disclosed the
following achievements:

Item Target Actual %

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

Number of Tenants Involvéa 396,082 308,086 78
Number of Certificates 556,114 427,149 77
Hectarage Involved 730,734 525,590 72

Number of CLTs Distributed
to Tenants 427,149 251,665 59

Although these results fall short of the respective goals, they
demonstrate, nevertheless, that some prcgress 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-out 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 "Utility 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 implementors, the
creation of the capacity to identify and respond to implementation
problems, the development of technigues for measuring affected
lands in the absence of a cadaster (an official register of the
guantity, 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.



AID support was not only limited essentially to specific
technical assistance requirements, some commodity needs, and
participant training, but was also geographlcally 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 streamlining of technical and administrative
methods and procedures use€d 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 employment
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 1nvolvement
in the policy areas of the land reform program.

Wrag-ug

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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EXHIBIT A

Effectiveness of the Philippine Land Reform

Program

The present Fhilippine land refourm program is the result of Presidential
Decries (FD) Nos. 2 and 27, Cated, recpectively, Septender 22 amd Octioter
21, 1%72. PD 2 ceclared the cntire country to be subject to land reform,
ené FD 27 Ceclared all tinants on rice and corn lands to be the o=rners of
the lznd they tilled (Qperation Lznd Trensfer - OLT). Thcse tenzants not
ccnverted to owmership, however, would become leaseholders under a written
contract syvsten (Lezsehold Operations - LHO). The Government of the
Philijpines estimates thar, naticnwide, some 1,000,000 corn and rice terants
ere the potential beneliciaries of the land reform. Of these, it is esti-
mated that adout 400,000 tenants are targeted to becooe owners, vhile the
rera2inder would come under written leasehold agreenents.

L 2 -
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The bzsic rationzle behind Operation Land Trznsfer is based on the insti-
tution of private ovmership of land. 1Its objective is: to secure tenure
for faimers vho cultivate the land; to increase their net farm incomes by
reducing and fixing rents and providing them with greater incentives to
increase preductivity; to increzse their petivaticn to make perranent
irprevenents on the land and tc use it more productively; and to raise
the status of peasants anc small farmers by recognizing their izportance
to the Phili%;ine economy and society.

To dzte, the lznd reform program has not net all of the very awhiticus
objectives originally anticipated. 1In spite of this, more has been
accorplished in land tenure teform by this program than by all similar
programs of previcus administrations. Imn a2ddition, it should be recog-
nized that Philippine Governrents, as many others, have always and will
continue to announce performance targets thart are ambitious and ask the
public to accept statements of intention as signs of accomplishment.

As mentioned above, the land reform was expected to contribute to up-
grading the quality of life of lower-income rural groups by both improving
the tenure status of tenmants snd increasing the productivity o tenanis
and new owners. Insofar as the latter objective is concerned, rice pro-
duction and yields have been rising steadily since 1972. Over the past
three years, yields have increased an extraordinary 24 percent, leading
to sustained rice self-sufficiency during this perisd. Although other
factors, such as new rice varieties and the increased use of irrigation,
fertilizers, and herbicides, are also responsible for the dramatic
increzse in rice productivity, the land reform program has contributed
to this success, The land reform lias made it econcmically advantszgeous
for both new cwners and leasehclders to adopt more productive methods

of production, given that payments for the land worked are now generally
based on a fixed percentage of the yield.
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At the sarne tire, hcwever, Philippine farrers have not had the security
they need in the event of crop failure. In recognition of this shore-
coring, the Philippine Goveriment initisted a crop insursnce prougram in
1978 specifically aimed at covering crop losses in case cf unioreseen
circurstances. Such 8 move i¢ significant in view of the {act that

wveather conditions over the last several years have been un iesually
favorable to agriculture, and losses have beéen small. It is only a

matrer of tinme, hovever, before inclemenrt weather adversely a2ffects the
rural sector, and the insurance program should help ia reducing i1he eco-
ronic e¢ffects of a weather disaster on the farmers.

While agricultural productivity has increased and rice selfsuofficiency

has been reached, the achievements in the area of land tenure have been
less far reaching. There are several reascns for this slower-than-
enticipated performance; including the fact that the process of identify-
ing lands subject to the reform has been slowed due to inadequate lang
records and insufficient or non-existent cadestral and survey data, a
shortcoming common in the Third World. Unfortunately, the lack of adegquate
land records and survey data was not initially recognized by the Philippine
Governoent as a critical problem area. The administrative and technical
problems that such a situation engenders, furthermore, only became evident
in late 1974, and led to a slowing in the issuance of Certificates of Land
Transfer (CLT) as the magnitude of the problem czme to be understood.
Documentation problemns were also exacerbated by the early, rapid identifi-
cation of eligible tenants following PDs 2 and 27. The rass of information
passed to Manila in,.a short period of time overwvhelmed the Ministry of
Agrarian Reform's (ﬁAR) capacity to process and utilize it, leading the

MAR to respond in many instances on en ad hoc basis.

The Philippine land reform, furthermore, is not expropriative but, rather,
4s compensatory in nature. Along with the provisions for compensation,
there are provisions for landowners to have recourse to the judicial syster
4n instances of disagreement over applicability of the reform, land valua-
tion, and other disputes related to the implementarion of the law. Many

of the larger landowvners have availed themselves of this provision,
pecessarily slowing the full implementation of the reform while their cases
are being heard. This situation arose essentially because PD 27 was not
sufficiently detailed to provide the clear guidelines needed to quickly

and completely effect the compiex land ownership transfer process, while
adhering to due process and a commitment to landlord compensation.

In sddition, small landowners, who typically hold 15 hectares or less,
generally opposed the implementation of the reform on the basis of its
burdensome effect on them. This burden arose from the fact that, whereas
landownership represented social and political status to the large land-
owner, to the small landowner it represents economic and retirement security.
As a result of this opposition, many of the tenants of small landowners have
come under the provisions of leasehold contracts, in which the landowners
are paid a fixed percentage of the land's production as rental. In this wvay,
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the econcric security aspects which land represents to the small larndooner
have been, in some rcasure, prescrved.

Finally, the slowed pace of irplementation can also be traced to the givigices
of resporcibility for various aspects of the 1and tenure reform to differens
government agencies. Thus, while under the overall policy direction of the
Ministry of Agrarian Reform, land identification and sketching is the re-
sponsibility ef the Buresu of Lends; land valuation, cozpensation, and tollez-
tion of abmortization payrents rests with the Land Bank; the promotion of
faroer organizations is done by the Bureau of Cooperatives Developuwent; zngd
Jand titling and registration is under the purview of the Land Registratico
Corzmission. 1In addition to being difficult to coordinate, the efficiency cof
this asrrangerent hzs zpparently also been reduced by MAR's attitucde that
rgspo:sibility for the work (if not the suthority &nd ultimate responsibility)
in OLT phases subsequent to the identification of beneficiaries and lzand-
owners rests with these agencies. Thus, the MAR's position on this matter
does not promote the spirit or intent of PD 2, nor does it hasten the rzte of

laad transfer.

Revertheless, approxicately 352 of the some 400,000 temants eligible to
Teceive land titles have actuvally received thez. These former tenasnts are
now making amortization payments to the Land Bank. Certificates of Land
Transfer for another 351 of the total eligible have been issued, but not
yet delivered to the beneficiaries because the process of determining land
valuation has yer to be completed. In many cases, however, these tenants
are no longer obligated to pay rent to the landowners but, rather, make
payments to the Land Bank.

Beneficlaries of the reform program, however, are facing problems which
were unforeseen during the initial stages of the reform, and which will
require corrective action on the part of the Philippine Government. 1In

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 econonic survival of OLT beneficiaries could be
seriously threatened by a government policy of strict enforcement, it is
unlikely that amortizatiou provisions will be enforced without some modi-
fication, if only for political reasons. Secondly, the indebtedness of

OLT beneficiaries to variouvs formal sources of credit has riser sharply
since 1978. This situstion has been exacerbated by the recent rapid
incresses in the cost of living in the Philippines. There has also been

an increasing dependence on informal sources of consumption credit, credit
wvhich was previously provided by the landowners. Finally, although the
situation has improved, there are still gaps in the acquisition of know-
ledge and the forrmation of responsive farmer groupings by reform bene-
ficiaries to efficiently replace the management skills and various services
formerly provided by the landowners. These problems have the potential for
coxyrorcising the benefits derived to date from the reform. Their existence
s understcod by the government, but the nature and effectiveness of cor-
rective actions to be takern cannot be ascertaine? at this esrly date.
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The implementation of the land reform, though, has resvlted in an

unforeseen spinoff and in important benefits. Recent data incdicates

that the cost of tenancy on those lands which have not yet been brought

into the reform sector has decreased. 1n peneral, the cost of tenancy

has been reduced from abour 50Z of gross production to a level slightly
above the 252 called for in the agrarian reform law. Thus, while the

rate of actual implementation of the land reform is lower than vhat the
Government of the Philippines had foreseen as attainable, the practical
results appear to be a general decrease in the cost of access to land

for new owners/leaseholders/tenants. -

There are also other benefits to the small farmers which, notwithstanding
the slowed rate of CLT issuance, can be ascribed to the land reform program.
These benefits include:. an improvement.in the operation of small-farmer
credit and cooperatives systems; a significant reduction, and in some cases
elimination, of the political, economic, and social power of the large land-
owners in the rural areas; the successful introduction of the basic elements
for the efficient use and management of the land by small farwers; and, a
transition from a dependence on large landowner operations to that of szall
farmers without a loss of production.

The data on the effects of the land reform on rural labor it must be noted,
cannot be easily disaggregated from that of other developments also affect-
ing the rural sector. On the whole, however, there have been changes in
rural labor patterpns since 1972. With the widespread adaptation of wodern
rice technology and. expanded irrigation, many small farmers are now hr_.v=.. -
ing two, and even three, crops annually. In the past, the typic-: ;..temm
was for farmers to obtain a single, rainfed, rice harvest. A5 . conse-
quence of the increased production represented by addition-I harvests, the
peak demands for labor at the planting and harvesting ztages have also been
substantislly increased, even resulting in local labor shortages in some
aress. Given this evidence, it is difficult to reconcile the 1977 study
cited by the Subcommittee with the labor shortage patterns described above.
One possible explanation for the current situation might well be that there
43 a3 ladbor surplus during the periods outside of planting and harvesting,
while there are localized labor shortages during these periods.

In sum, the Philippine land reform program would sppear to be a well-
intentioned program, but one which bas suffered from implementation pro-
blexs to daté. The reform has not yet achieved the tenure objectives
originally set forth, but much of this can be ascribed to overly-optimistic
goals, lack of sufficient baseline land tenure data, and the reliance on a
compensatory, rather than expropriatory, system which has recourse to the
courts. At the same time, the Covernment of the Philippines would appear
to be taking steps to alleviate some of the problems which have arisen
during the reforn's implewentation. Programs are now in being to increase
the availability of rural credit to small farmers and to insure crops
against catastrophic losses. BSimilarly, the issuing of Certificates of
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Land Transfer is continuing apace, with efforts being made to speed up
their processing. Still, further efforts will likely be necessary to
increase the availability of services to the reform beneficiaries who,
by and large, have been forced onto the market to obtain needed supplies
and production credit.

AID's Irpact 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 prograr. In
support of the reform's implementation, AID requested of Congress a total
of $2,382,000 between FY 74 and FY 78, when AID support for the land
reform program ended. The balance of the cost has been assumed by the
Philippine Governoent. ﬁlb's assistance has been vtilized in the design of
the implesentation ‘procedures, the training of implementors, the creation
of the capacity to identify and respond to implementation problems, the
€éevelopnent of techniques for measuring affected lands in the absence of
8 cadaster, and the strongthening of village-level farmer institutions
of land reform beneficiaries. At no time, however, was there any A'D

. dnvolvexnent in the policy aspects of the land reform.

~ AID support was not only limited essentially to spéciiic technical assist-

ance requirements, some commodity needs, and participant training, but was
also geographically limited. - AYD program support was restricted to four
key agricultural provinces on the islands of Luzon, Panay, and Leyte.

It would be unrealistic to expect that the impact of a small, limited
effort financed by the AID program would completely turnm around the land
tevure reforn program in the Philippines. On the other hand, objective
evaluations of AID's limited inveolvement showed that, while saall, it had

. = significant impact on improving the technical implementation capabilities
-of the reform. .

Deilicy of Future AID Involvement

AID's involvement in the program through FY 78 resulted in the refinement
and stresmlining of technical and administrative methods and procedures
used by the Philippine Government in implementing the reform. AID asmist-

.- ance also supported the training of Filipino technicians in these methods

and procedures, establishing a trained implementing csdre. Should the

. Govermment of the Philippines request renewed AID assistance, the greatest

wtility would be derived from a resumption of support in the technical,
administrative, and training areas. An important ares of involverment for
example, would lie in helping the govermment assist refora beneficiaries
dwprove their capacity to manage their resources profitably through the
provision of peeded services to small farmers. Such support would azsist
ia increasing small farmer incowme, output, and employment opportunities.
AID activitias could include pev efforts in strengtbening both the agri-
cultural cooperative and credit system, and the land mapping, titling, and
sagistration system. A3z before, bowever, we would not contemplate any
involvenent in the policy areas of the land reform program.



Agrarian Reform (Philippines)

Project No. 492-0261

Financial Highlights

(000 Omitted)

Budget = Obligations

Less: Deobligations: FY 78

FY 79 °
Total

Obligations as of 9-30-79

Disbursements through 9-30-78
FY 79

Disbursements through 9-30-79

Pipeline as of 9-30-79

$2,1

EXHIBIT B

55

$2,382

(61)

24

95

Pipeline/Expenditures Principal Line Items

Analysis Pipeline Expenditures
Personnel s $1,432
Participants 249
Commodities 283/
Other Costs 552/

Total Expenditures

Total Pipeline

$2,321

$2,219

$ 102

$2,219
$ 102

l/ 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)



