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GLOSsa'! or T!IMS 

AI 8-1S - !hl. i. tbe real property ta code .. authorised by 
fD 464 .ad i-.pl ... Dted iD ..... ud OIl l.eal Propert1 
Tas AdMtfti.tration iD the fbili~,1"8 ........ Dt 
laaulatloa 8-1~· 

IL ""au of Land. 

City Matona.oua, chartered unit DOt uNlet' the control of tbe 
province 

DAP o.velopMnt Ac: ... .., of the !hll1"lDea 

DAR 

DAR 

D~CD 

DOF 

GOP 

HSC 

LOP 

Depart_nt of Aararian lefon (p.8, p. 41 only. MY 
other reference to DAR pertains to Direct Amount 
Ileillbura~nt ) 

Direct Amount Reimbur.ement 

Department of Local Government and Ca.alnity 
Develo,.ent (cabinet level) 

Department of Finance (cabinet level) 

Government of the Philippine. 

Human Settle~nt Ca.m1.aion 

Local Development Project currently counterparted to 
POAl and which piloted iPTA ayata 

Local Govern.ent (unit.) - Refers to Province., Citie • .nd/or 
aunicipal1t1es 

LlC Land Regi.tration C~ •• ion 

Manual on Real Property Tax Administration 
in the Philippines Aase.ament Ilegul&tiona 8-15 - See Ai 8-15 .ad PO 144 

Municipality - Political divi.ion of a prOVince, la~gely a rural area 
with ... 11 urban core. &oughly .iail .. to couaty. 

MYP 

NEDA 

PO 464 

PUAP 

Multi Year Plan: a IlUlti-year forecut of RPrA apeue. 
and anticipated revenue required f.or entry into the 
project and for is.uance of th~ aeed .aney. 

National Econoaic Development Authority (cabinet level) 

Preaidential Decree outlining the Real Property Tax Code 

PrOVincial Developaent Alaistance Project; counterparted 
to the Local Dev.lopment Project. 
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Projrct H.na,en COGIInittet' - Comprised llt Project Hanll~ero trom 
OOF, DLCCD ~nd USAID and thci r scaif 
1n M~n1la 

Province - Political unlL corrc8pondln~ Lo a 9taL~ 

RPTA - Real Property Tax Adainistration 

RPTA Project The integrat~d AID/GOP project as outlined 
in the Project Paper 

RPTA System The administrative and technical systerr. 
to b£ implemented hy the project 

RPT A T.:.sk Force A commi tlee composed of the Assessor, 
Tr~asurer, Auditor, ?rovincial or City 
Development uffic::r, d.:., \>Iho oversee 
the implementaticn of the RPIA system 
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Rt:COttU:NDATIONS 

Develo~nt Loan $10,000,000 

Term.: (1) 40 years, 10-year grace, 21 intereat rate 
during grace---31 thereafter 

(2) $8,530,000 will be covered by Direct Amount 
Reimbursement (DAR) 

DESCRIPTION OF THE PROJECT 

By providing tel..'illl h .... ; expertis~, ~qu i.pment and cOlIIDodi ty support 
and financial incentives, thi. project contributes to the in.tallation 
of a Real Prop.rty Tax Administration (RPTA) .ystem in 576 municipalities 
and 5b cities (excludlllg the City of Cebu and Metro ManUa) in the 
Republic of the Phi llppines, The installation of the RP!A sy.tem consist.s 
of four integrated operations: tax-mapping, property a •• e.ament, tax 
record. coover.ion and management, and tax collections, The implementation 
of the ay.tem proposed in the project is a direct out-growth of a pilot 
project conducted in the 28 Provincial Development Assi.tance Project (PDAP) 
province.. The methodology and techniques piloted were directly incorporated 
into law by PD 464 and the issuance of the Manual on Real Propertt.Tax 
Administration in the Philippines Assessment Regulation No. 8-75.:' The 
experience gained and the methodology perfected under the pilot project 
will be tran.ferred country-wide so that the Real Property tax lawa can 
be admini.tered fairly and equitably. 

Thi. project will be the joint responsibility of the Department of 
Finance (DOF) and th~ Department of Local Government and Community 
Development (DLGCD), aB both departments have the legal re.pon.ibility for 
loca 1 government finances and implementat ion of local ,;ovenuaent projects. 
Specifically the DOF is chargerl at 'the local ~overnment level with the 
admlni.tr.\tion of the two offices vltal to the project - the Office of 
the ABse.aor and the Office of the Treasurer. On the other hand, the 
DLGCD hal a broad mandate covering the executlve office of the governors 
and ~ayor. and the local government councils .uch as the Sangguniang 
Panlalawigan, and the Sangguniang Sayan which oversee local government 
operations, approve budgets ~ld i.8ue local ordinance. and iaple.enting 
orders. In addition, the DLGCD i. mandated to approve, a •• i.t and monitor 
local government developmel}t projects. Thus the DOF and the DLGeD have 
both an interest and a role to perform in this project. Progre.a and 

1/ 
- This document will be referred to in this paper as AR 8-75. 
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projectl propoled by tnc&l executivel and l"cal council., IlI\der OWeD', 
.andate, -.Jlt rely on the local treaaurer, under the DOr'£. aandate, to 
collect the necellary ioc.l reveoue for local gov.r~ntl to finance 
luch prvpolall, &I vell a8 to approve local govera.ent bu~getl and alloc£tlon 
reque.t. for geoeral operating expe~.e •• 

N.c •••• ry and ~ermane regu laUora and lmp lemeot iog orders have bee!.". 
i.sued by the DOF for the 101tallatloo of tbe iPrA .y.t... The local 
government ex.cutive office. and council. vill i •• ue order. Lapl..eoting 
the RPTA project at tbe local level &I .et forth io AI 8-15. While it 
il the r •• poOlibility of the local ...... or and tre .. urer'. office to 
implement the project on d~y-to·day operatioos, it i. al.o the re.ponsibillty 
of the local executive .od couocil to mooitor the RPTA operation under 
the .uspice. of a aeal Property Taak rorce and to ioaure itl ti .. ly 
illlpleaaent"t10n. AM this i,:'ol.ct in no way changes or alters the exiating 
tax lav. and codea, there can be no ba.il for local govero.entl to 
proc~altinat. in iostalling the iPrA .yateaa on the ground. of "legal 
t~chnicalitiel ." 

All inputs· loans, trainiog, commodity support or advisory services -
are geared toward providing an effective Iy.ta. vith an efficieot staff 
capable of iDAtalliog and ,~intaining the eotire four-phaaed IPTA aystem. 

Thi. project calls for inputs fra. three aources - the USAlD, the 
GOP at the national level, and the GOP at the local level. The USAlD 
vill provide a develo~nt loan of $10,000,000 of which $8,530,000 is 
Direct ~nt iei.hurse.ent (DAR) as equivalent pre-agr.ed upon .. ounta 
of pelol are expended on project input. by the GOP. The coabined GOP non
reimbur.abl. naUonal and local 'eipen-aitur.. vin"'be approxiutely $5,200,000. 

The USAID loan h .. two co.ponents. In tbe first component, the 
USAID vill authorile a Letter of Commitment co the DLGCD to purchase 
$1,470,000 worth of field and office equipaent which ia a pre-requilite 
to actual implement.tion of the first phase of the iPTA 'Yltea. The 
aecond component of the loan con.i~ta of $8,530,000 under a Direct Amount 
R.i.bur8 ... nt scheme. The GOP vill invest the pelO equivalent of $4,075,000 
in acquiring exces8 property office equipaent and vehicle. and contractlng 
for aerial photographa or other bale source data. there vill al.o be a 
peso equivalent of $4,080,000 available for "iocentive" lOaM (explained 
belov) from the national government to local governments .. vell aa $375,000 
".eed money". The.e invest.ent. are offset by the DAR. 

Direct GOP ioputs not included in the DAR are pelo equivalents for 
(1) GOP personnel-related requirements of $2,039,700 - the bulk of which 
pays the salaries of the increaaed staff in the offices of the local 
... e •• or. and treasurera .. required by Ai 8-75; (2) $220,200 for general 
and technical training in the iPTA aystea, printing training auppliea and 
RITA technical ..nuala, etc., and (3) $2,956,500 for operational expensea 
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.1' 1,Il·.1 governments tll lnatall thl! t~ur-ph.lS" RPTA Itvlill'I\I, i ..... 
11\\0, Illlice auppliea. printini/. of lax declaration ... tax l',llltj, colleellol" 
.:anl., POL, etc. 

Direct project inputa to outputl are as followa: 

1. National GOP training and technical asllatance provide for a 
trained ataff at the local level capable of inltalling and 
.aint.ining the complete IPTA ayatea. 

2. USAID and GOP field and office equipment and vehicle support 
provide the trained ataffa the wherewithal to phyaically undertake 
tax sapping and property apprai.al. 

3. LAnd and property are re-appraised aa tax mapping continuea with 
an expected averAge increaae in .. ae.aed value of property of 50t. 

4. Utili&ing the "PDAP one-way collection" approach, local government 
units who hAve installed the caaplete RPTA ayatem should be collecting 
a mini.u. of 751 of collecti~l.a. A apecific nuab~r of local 
~overnaent unita wtll lnatall the complete IPTA ay.t .. each year 
durin~ the life of the proJect. i .•. , 57& munlcipalitie. (out 
,)t an uti.ated 14')0) and ,,11 cities (excluding Metro Manila 
Mild the City of Cebu). By the end of the project, the yearly 
lncreaae above the baae year of 1974 in real property tax revenue 
c~llected country-~ide should yteld A total of $12,400,000. During 
{he life-time of the project only (including one tax year after 
(he formal end of th~ project) & cu.ulative increale in revenue 
5hculd have reached $22,350,000. By 1984, the cumulative increase 
In real property tAX revenue Above the bale year of 1974 ahould 
r~&ch ~97,500,000. 

To 8UmP4r~~~. the bULK of the iinanclal input of AID is authorized 
by the DAR after the GOP has expended funds to i.plement certain portions 
of the proJect. for cOIID.'Jdtty aupport thb amount. to $4,075,000. The 
relllalning $4,455.000 of the DAR i. tied diIec:tly to GOP grant. and 
loan aasial&nce to municipalitiea and district. which have been (1) tax 
lIIapped and (2) are collectin~ according to the IPTA .yat... Thu. 
theae AID financial inputa are not authorized until!!!!! the output 
ia achieved. 
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Thi_ project meetl all applicable statutory criteria al annotated 
1n Appendix VIII. 

The Itudies and analysil conducted on the Real Property Tax 
Adminiltration project have not de.onstrated any seriOuI deficiencies 
tn the .yttem. nor have ther~ been any indication. that the purpo.e and 
loal. of the project cannot be achieved, given the full backiaa by the 
GOP. 'i~ncially, the aPrA Iyttem will be continuing and lelf-Iult.ining 
long after the USAID alsistance haa terminated. 

The proposed RPTA system haa been exten.ively designed and field 
tested under the Provincial Develo~ent Alliatance Project (PDAP). The 
role that the aYltem has played under PDAP and can continue to play under 
An expanded program has been manifestly pointed out by a 1976 publication 
'''A World Bank Country Economic Report. the Philippinel - Priorities and 
Prospects for Development". Specifically related to the pr.esent RPTA 
'Yltem, the "Report" on page 91 Itatea: 

"The shortage of trained personnel in local and 
municipal government, their lack of financi&l resourcel 
and their limited expenditure powers have been important 
constrairlts to development. One of the more ilnportant 
programs designed to help overcome these difficultiea 
is the Provincial Development Alaiatance Project (PDAP). 
which was begun in the late 1960'a. The project is 
supported by the United States Agency for International 
Development and ia now being implemented in cooperation 
with DLGCD. The program has been focusing on infrastructure 
(primarily roads snd Ima '.1 irrigation Iy.tems). development 
planning, fhcal management and tax adminiltration." 

The RPTA project seeka to rectify these adverle conditions and explicitly 
addresles them in the purpose and g?al of the project. 

The locial analysis indicates that there are certainly influential, 
but amorphous, groups who will no doubt be opposed to an efficient tax 
collection system, no matter how or why such syltems may beeconoaically 
desirable. This group. or rather groupingl within specific political 
or geographically aress, could pose problems in the implementation of 
the RPTA aYltem. However, the social analYlis pointl out that .trong, 
dominant local leadership can force (or persuade) such groupings to 
comply with all sections of the law. The World Bank cited above 
further states on page 428 that one of the reasons for low tax col1e~t1on 
was due to " ••••• insufficiently coercive penalties for tax evaders." 
The collection procedures recommended by this RPTA system gives a strong 
local leader the means to insure payment of real property taxel. 
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The .ocial analy.i. doe. point out that there are landownera who 
we\cOfW the effici~ncy of tile RPrA "y.tem. These people are both large 
and ... 11 landowner. who uae the paid tax receipt ae collateral in 
borrowing money fro. lending inatitution.. S.all landholder. frequently 
told the .ocial re •• archer that the paid tax receipt alsl' gave the. legal 
tit le to the land. l.lthough the landowner .. y have a psychological boon 
in thinking tax receipt 1.ndicate. ovnerahip of the propel~ty in q"e.Uon. 
a tax receipt doe. not p~e.uppoae owner.hip. 

The econowdc and financial analy.i~ of the project indicatea that 
there are no obatacle. in iaple.nting and .u.tai"ing the project. 
Calcu laUon. on increased ... e.oed value and 75'1. collect ion rate were 
based on peat experience. and then proj~cted into the future. B .. ed on 
totAL COlt. cnd benefit. of the project years. the present value di.counted 
at lSI indicated a BIC ratio. 2.92. Asausing that the GOP will continue 
the project to include the remaining aaJnicipaUties (excluding the city of 
Cebu and Metro Manila). completing the project in 1985. the Blc ratio 
is 4.9. The internal rate exceeda 50t wi~h a BIC ratio of 1.9. 

The economic analysis indicate. that the beneficiaries of thi. project 
are the large percentage of tho pcpulaUon in the Pbilipp1inea vll\oU inca.e. 
are 80 low .. to c l ... i fy th_ .. "poor". Tbh .. jority a,)ella ~t of 
thei r inCOMa on food and shelter. leaving little leeway f(lr illproviq . 
their tMlfare or living conditioM. If thia project wrtl not uDdartaken 
at thia U ... the increaaed .. alltance that theu bendic:iMrf.ea (low 
ineoce g~oupl) need would probably not be forthcoming. 
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!!!9JECT ISSUES 

UNCLASSIFIED STATE 283~9 ilEAL PIOPUTY TAX ADKINIS':'RATION PROJECT 
PIP posed several que.tiOGs to be addres.ed in the Project Paper. 
Pollowing tne format of raftel, the i.aues are addrea.ed al follow~: 

Palra 1 A 18 addreued in the Economic Analysis and 
cC1rre.poading c.naexa. 

P.r. 1 8 i. addre •• ed in the EcoDOmic Analysis and 
the Implementation Arraag8aent. 

Palra 1 C 18 exp iained in the Technical Analysis. 
F11~cial Analysis and Implementation Arrangements 

Pua 2 Log Frame is attached to Project Pape.r 

Pat'. 3 lEE docwaent received 

Pal'. 4 Ansvered UNCUSSInED HlHIU 1901tl 

Pal'a 5 Appropriation category SD indicated on PP Facesheet 
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~)'l'IlER KPTA-REUTJ::D PRuJECT$ 

Thl!rt! arc other GOP a bL'llcies--the lh:pclrtm\!llt ,l( Agrarial. n.efonn (DAR), 
the Bur~au of Lands (BL) and the Land Ke~istration Conunission (LRC)-
enK4Ked in programs which are IIlUtua11y benefici.:il and complementary 
with the Real Property Tax Adminijtrati0n Project. 

The DAR has been ~'l~aged in the 5urvcying and the Farceilary ~ketching 
t)1 rice and corn lands In the Phil1.ppines and have devised a coding 
Hystem which identifies indlvidual parcels. The codin~ system of the 
DAR di ffera slight ly fru:n tlle Property Index. Number .1ssi~ned to 
lndi vidual parcto! ls hy th~ Department of Finance (OOP). Both of these 
sYHtems can be interfa~ed by c(~puter for future u~e so that the two 
svstems are c,)mpatible. It would he ddvanta~eous il\ the future fur th\! 
DAR and the OOF to 3r,'l! ,)0 a Single index numbering code. Cooperation 
at the local level has proven beneficial to both DAR and locsl governments 1n 
isolated instances. It 1S hoped that the degree of cooperation and 
cuordination can b~> 1ncreased between the DAR, DLGeD, OOF, and local 
~ov~rnments in the iurtill!ring of project purposes clnd goals. 

The Bureau of Lands is responsible for cadastres of the puolic 
domatn. Where possible and available local governments have been 
advised to usc cadastral maps in the tax. mappin~ phase of the RPTA 
sv!ttem. Unfortunately only a porti.on 0:: the Philippines is covered 
by cadastral ~,p5--th\! majority were either lost or destroyed durin~ 
WnrlJ War II. CourJln.Jtion hds been maintained by l.)cal governments 
with the Bureau of Lands bue reeldi ly available material 1S scarce. 
The proposed RPTA project advocates cooperation and coordination with 
the Bureau of Lands Co the fullest extent possible. 

Both the ;)AR .lnc\ the Bureall vr Lands have elvai lable, in addition 
lJ parcellary sk\!ccne~ and cadastral maps, inexpensive photos mOSdlCS 
l) f se lected areas of the P\lll1?pines. Thu Pr9ject haa budgeted $ 3 mi 1110n 
fur the acquisition of aerlal photos or other base source data. Where 
fCl1sible, individual local 50verruuent ~mlts will be encouraged to 
IIti liz\! base data trom chese tWl) .agencies dS noted above. Furthermore, 
local governments will be encouraged to ~uordinate and share data with the 
UAR and the BL so as tn minimize redundancy in the dlfficult and tedious-
bill extremely v1tal--fit!ld work necessary to make parcellary sketches 
alld tax maps. 

The Land Registration CO~i5sion is responsib~e for the registration 
ef all titles and approval of most cadastral surveys for private lands. 
Accurate titlin6 0f private land i~ tenuou. at present in the Philippines. 
Accurate ownership records are one problem encountered in the establishing 
uf tax maps and thl! subsequent instQ llation of the RPTA sy.tem. 
Any input that the LRC can c,;ntrioute to the furth~ring of project 
\)bjectives is welc,)med. 
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A:J stated helow i:l the "Reciplen( S~ct:l"r." (~.c".! <I::;E:,1cies have 
not been included in tilL' ir:\,)lemt!nt.:itl~'n ,:;C'hI!U',(' 01 th.: project. 'ro 
lil\k the probr~ss of t:\(, three pru~ram:> wuulJ jH0!lllldy nul be ~qually 
advantage.>us to .ill uS t:lt! ,lbJcctlllL'S dno !1.0db .titl,"', -rh~£~ 

"hlmnclI--thc DAR. DL .:\nd LaC art; 1I0t direct ly rcspll\\siblt! to lvcal 
!~llVcrnmt.'nt nei.!dli .is ,n.' the DOl-" and th.! DL..L;CL>. Howl'IIer, td restate 
cl~.'in. the RPTA pn'.IL'\'t ,'ndorlie8 coupcrali'>ll, coonhnati.on and the 
mutual ahari.nl!, ot pr\l; .• c Olltputli wi.th the DAR. the BL and l.RC to 
tht! full,~it extent p.lsslble. 
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PRDnC'r BACKGROUND AND DE'!'P.ILi::D JESCRIPTI0N 

Background 

The proposed RnA pro.1ect is a direct follow-on of the present 
Local Dev~lopment Pro\~(t (LDP) No. 492-11-995-256, a multi-faceted 
pro\('ct providing tcC"hni:·q assistance in; 1) cOlllprehensiv£ planning; 
2) fiscal resource development; 3) infrastructure planning; 4) engineering 
and cievelopc1ent; and 5) vert ieal and horizontal ca.aunications proceaaes. 
The GOP counte~part agency to the LOP is the Provincial Development 
Assistance Project (PDAP). On the implementation side, PDAP seeks to 
improve the effectiveness of local government administration by; 1) iden
tifying those areas of operation which are moat critical to the 
attainment of nationa! :i:1.: :0.::al objectives and priorities; 2) developing 
improved syst.ems of management and administration in selected local 
pilol jurisdictions; 3) preparing model plans, manuals, standardized 
procedures, training formats and materials; .l.nd 4) field-testing the 
results initially in pilot provinces and then on all PDAP provinces. 

It was realized under the present LDP that a major obstacle to 
local development was a shortage of locally generated funds, and that 
lOCRl budgets were dependent on, or restricted by, direct subsidies 
f~om the national gov('rnm~nt. An analysis of all avenues of locally 
~('n,'rat('d revenue avai labll' to local government indicated that the real 
property tax had not only the most potential in generating additional 
funds, but was also least likely to cause undue financial burden on the 
rurAl or urban poor. 

The preBent natiun~l tax structure provides for a partnership with 
local governments in the joint pursuit of socio-economic development 
programs, in turn responding to the 1972 statement of the National Tax 
Research Center that "unless come refonns are introduc~dt our local units 
will remain inactive participants in the government program of accelerated 
social and economic development." The framework for this reform is the 
Real Property Tax Code under which ~ll revenues are collected, retained 
and used for financing public service-oriented programs at the local 
level. 

Consistent with the Mission DAP Sector goals, the present LOP and 
the proposed RPTA project are directed to the local government level to 
help aevelop a stronger financial capability to deliver government 
services to the low income and rural poor families throughout the 
Philippines. It is the purpose of the RPTA project to generate additional 
revenue for use by the local governments to increase or expand their 
development projects or program activities. This project follows the 
national priorities by institutionalizing the fiscal management capability 
of local government officials, and expanding the fiscal self-sufficiency 
of local governments by improving the yield from legislation already . 
"on the books". 
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Th(' prl"jl'C( l'onsidt'rll t'>nCh III (hl':;I' I,ll'( ,'r" III II,.. st ,-;llt'gy ttl 
illcrCIlIlf' the fiscal ;lC'lf'-:;lIfti,iency of rile lllcal )\l"v.'lnm..'nt units 
through the optimization of revenue yields irom le~ifil~tion preaentlv 
available to the locdl governments. Specificdlly, the real property 
tax code is termed "progressive" in one sense aince it is one of the 
few direct taxes on wealth, and as such, can nc~ readily be passed on Lo 
the consumel t as in the case with indirect taxes, e.g., ttixes on tobacco 
and alcohol products. Tl1e present natlon,,"l tax stnJcture is characterized 
8S "beneficial" in rcspect to thc relationship of the rea!. property tax 
to the poor. Th~ proposed project does not envision an alteration of 
this structure in any w~y. Therefore, in add1tion to its advantage as 
a major revenue uource for local governments, the real property tax 
effectively taxeu those who have more in life to provide public services 
and development program to benefit those who have less. 

A specif:c proLlem a8dressed by this develop~ent loan is that the 
national gov~rnment is a5s{~ning highest priority [0 national projects 
having the greatest immedidte visibility; cor,bequently, local goverl'lllcnt 
mid-range projects Jl"e hlv.:-n lowt?r priority in tht! c0CTlpetition for 
additional national resources. Although other tax 50Urct'S are available 
to the local governments in the local tax code, it 15 the redl property 
t ax which has been ident 1 ftecl i1~ having the cirelltest illwlIediate potential 
toward achieving u higher degree of local fiscal self-sufficiency. The 
reason for this is chao: all income generated by the real property tax 
remains at the local level. 

In 1976. the GOP reoriented the bebinning of its fiscal year from 
1 July (1976) to 1. January (1977) thereby creating an interim fiscal 
period (FY 76A) for six months. Therefore, no fonnal evaluation of the 
progress of the provinces participating in the Local Development Project 
was conducre:-d. The:re 13 ,~n on-goir.:~ eVdlua-:icn of the LDP bei.,g conducted 
at the present tir.le. However, preliminary 8tudies, field observations 
and normal prOVincial reporting '00 provide some data. 

On 1 Novembcl- 1976, 23 municipalities were completely tax mapped 
with 30 more ongOing. A sampling 0'[ eight municipalities choved an 
average increab~ of 96.37. in the assessed value of property. The low 
and high extreuea -ranged frOO! a decreaCie of 167. to an increase of 2417.. 
Totals are shown in the chart below: 

(POOO) 
, Taxable Assessed Value tIn ere a s e 
, Before Tax ii~A~f~t~e~r~T~ax~~t--~~~~~~~':

Net Pesos t 
Mapping Mapping 

TOTAL ALL MUNICIIALITIES , 160,361.1 I 314,782.4 , 154,421.3 , 96.3 
mAt )J):ros'rrfi ~E 

121,749.6 , 233,545.4 105,195.5 
~DE'LETEDl* 82.8 

AVER. HUN. ADJUSTED SAMPLE* 21,291.6 38,924.2 11,632.6 82.8 

*Low and high extreme deleted 
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Collection data for CY 1976 from the UOF will not be available for 
several months. However, those municipalities tax-mapped in 1976 will 
have just begun to collect under the new system. i.e., new assessed 
value, in CY 1977. The first three phases of the RPTA system, tax 
mapping, property appraisal and BS8e~Bment and tax records conversion 
were stre.led in the implementation of the Mystem. CY 1977 and CY 1978 
were prograaeed as the years in which to focus on collections. Although 
increased colhctions i1re the ultimate objectives of the project. the 
programaing decision was made not ~o stress coll~ctions until the records 
management capability had ra.ched a level that would withstand any legal 
action which might be initiated by delinquent taxpayers taken to court 
for coll~ction of taxes or ~hoae land was put up for public auction. 

Dud ng tht! :ormat ion of the pro ject an at torr.ey and former 
provincial and City treasurer, on contract to PDAP, wrote d manual 
titled "PDAP/fUnud on Real Pn)'perty Tax (one-wBl procedure) Collection 
SYfltem." 1~ilJ UlAlnui.ll explains ill dei'ail, witil required sample forms 
attached, how to il!?lement Sec. 73 of the "Manual on Real Property Tax 
Administ'ratlon in the PhilippinES (AfJSeSGUlEI'\t Regulation No. 8-7)". 
Section 73 prov1d~d th~t real property may b0 sold at public auction in 
order to settle delinquent taxea due on the said land. "AsBessment 
Reguht10n 8-15" ul80 provides in Section 68 for distraint of personal 
property ~nd in Section 82 on the collection of taxes through court 
procedures. Seccion 8'2 le ft-equently utled ar.d as li result court case. 
often drag 0.1 intermifHibly with little conclulive gain for the province 
or city. Sdction 68 is never ::'nvok~. "the uee c.f ~ection 73. sale of 
real prop6rty by public auction. can, however, be conducted by the ofUce 
of the provincial or city tr~a.uror and requirei no court proceeding •• 

For the paet ~o ye~rs the City of Puerto Princesa, located adjacent 
co the POA? province of Pdl&'Van. h.aa financed ito own RFrA project I 
includins t~x m~pping. property apprai~al &nd recorda conversion using the 
~rocedureB ~dvocated by the present project. In April 1976 the author 
of the m&nual cited above gdve a copy to the TreaG~rer of Puerto Princes. 
City who i~ediately graaped th~ significance of the procedures outlined 
in the manual. As a result the City of Puerto Princesa instituted the 
"one way procedures" fllr tax collections for three public auctions on 
30 June 1976, 18 August 1976 and 10 November 1976. Other cities and 
provinces a~e now contempl&cing public auctions. including Metro Hanil., 
where an auction was held 28 February 1977 to satisfy outstanding 
delinquent taxes against property located in Metro Manila. The re.ults 
are on the following page for the Puerto Princesa auction. 

While the above examples were not in PDAP provinces. the outcome 
was the direct result of PDAP procedures and clearly shows that strong 
local government leadership can i~stitute such tax reformM if properly 
mot ivated. 
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CHART A 

SUMMARY OF RESULTS OF AUenO!" J~ PUERTO PRINCESA CITY 

AK)utrr DEl..J~UENT AK)UNT DELINQrEtrr I AJIC""'- :';:1..1 N',J " . '. 
NO m«>UNT DELINQUENT AMJutrr DELn~UENT TAX BEI~G PAID BY TAX PENDING arHER TAX i:~~Al~ 

DATE PARCELS TAX DUE P TAX COLLECTED P I NSTALLY.ENT P LEGAL ACTION PRGPEr.y T_'~:;!'L 

30 June 30 167,844 P.l,366 63,7;") II, Jot) " . .. .. , , ; 
- - -. -. 

18 August 4) 39,46 ) 39.463 - - -
-'- . --"_._ . 

I 
---- . 

HI ~ov"-:lhl>r )0 74.342 51,643 P>.12'1 - ; !' ~ .. 

\ 

.. 

I 
----

TarAt lO} 281,649 172,472 79,884 11,160 . - . -. , -
. . -. - .. 



DETAELU ESCH1F 71io 

The Real Property Tax Administration 
(RPTA) project will provide
 

local government officials with 
the training, commdity support 

and
 
It
 

technical support needed to increase 
total property tax revenue. 


will be undertaken wirh the joint cooperation of the Department 
of
 

and CommunityLocal Governmentand the Department of
Finance (DO?) tax systems will bethe project improvedUnderDevelopment (DIOD). 

installed in 5/C municipalities and all cities (excluding the 
City
 
The
 

of Cebu and Metro Manila) in the 
Republic of the Philippines. 


the project will be conducted 
by the offices
 

actual implementation of 

and treasurers of the individual 

provinces and cities
 
of the assessors 
 The DLGCD will,
 
&nd staff positiono will come from the DOF and DLGCD. 


144,provide di.,cretionary funds 
which will be the primary
 

under PD 

source of the required funding.
 

assist the GOP to effectively and efficiently
This project will 

detailed in PD 464 and implemented in
 the RPTA system as
administer in the Philippines (Assessment

Property Tax AmtanistrationReal"Manual on 


RegulatiorD No. 8-75)"1 / 

integrated technical/administrative
The system itself is an 

It is a
 

its base the current market value of land. 
process using as 

sequential process which proceeds logically 
from a tax-mapping phase,
 

through property valuation and 
tax determination phases, to a final
 

tax collection phase.
 

Tax apping Operation: This operation is the method 
by which real 

owner identified and the parcel 
subsequently
 

property is discovered, its 


Tax mapping utilizes aerial photos, 
geodetic maps and
 

inventoried. the discovery and
 
other engineer controlled survey 

data to assist in 

These maps show graphically
 

identification of real property 
parcels. 


with a corresponding real property
 all land subject L,) assessment 
system. By utilizing this property
and accountingidentification number 

index numbering system, each separate 
land owaership is provided with
 

a unique account number--much like the aerial number used in accounting
 

a property management system.
 
for any other valuable piece of 

property in 

a specific parcel of land and
 

This number is permanently assigned 
to 

office records system (which did 
not exist in the former system). 

land area information which, when 
Additionally, this operation provides 


additional control over property 
records.
 

recorded, provides an 


AR-8-75 in this chapter.

This manual will he referred to as 
-
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c ..et ., , ir,- I-V'.-- L1
The aerial p)IoLo. cotdtstral .~p: 

are simply a graphi- koventory uf alL 
constructing tax mdps, which 

with a %nique property index ni&wbe.r. A6 
real property parcels, each 

witn a corr%:bpondiug
Lhe property is identified it is Le-appraised 

an average 50% increase
Experience has indicated Lhatr.-assessment. 

is easily attaiiiable.in the asessed value 

This operation establishes a
 
Tax Assessment Operation: 


of real property at tull current
 
systematic met'and ,)f appraising all items 

market value and i.nplements the uniform applization of applicable 

Once properly mapped and in-encoried, real property
 
assessment levels. 


market value. Assessment levels b&-ed on 

is appraised at its full land 

then appliedor coaiercial - are 
use - residential, agricultural 

assessed value for each particular
which result in the a.- ;nnment of an 


operation maintains subsidiary
assessment 


for the purpose of periodically adjusting schedules of value

property ownership. Tlie 


r'!cords 

This project is part-c:Clarly timely

and for general r.2ass.'?sment. 

as the next general revision in the
 

in the assessment J')crdtion 

every 5 years, 
is due in CY 1973.
 

schedules of value, condcted 

This operation establishes
Tax Records Manaleoent Operation: 

tax declarations, assessment
 a method whereby official records such as 


index sv3t,.ms, otc. , are maintained in such a manner that they
r.1l1s, 

oi all real property ownership and assessed
 
reflect the current titatus 


in the office of the
 
value. These ofiicial tax records, housed 


furnish the data and information necessary
city assessor, 

in the office of the


provincial or 


to establish the official tax collection records 


or city treasurer. Copies of appropriate records are also
 pr.)vincial 

and various other local government offices
 furnished to the putblic 


The tax records management operation establishes 
the
 

as required. 

Link between tax assessment operation and the
 alL-importnt control 


tcx collection operation.
 

Tax Colliio,' Operation: This operation strives to collect all 

to the 
of the real property taxes and penalties due and payable 


tax laws
the positive and total enforcement of the 
government through 

s . This operation consists of collecting.

and their penal proviioa


recording, accouLtring and cisposing of real property taxes, both
 

currently c.llectible and delinquent. la carrying out the tax
 

collection function, the responsible local government 
officials will
 

utilize the modern collection procedures described in AR-8-75. In
 

is given to the dissemination of public Information
addition, emphasis 


the purposes and methods of real property taxation, 
and
 

pertaining to 

tax collection enforcement measures
the methodical application of 


as prescribed by law. In particular, this project recommends that Section
 

auction of property for delinquent taxes be*
 73 of AR-8-75 concerni;,., taoe 


It is not the intent, in advocating the use of
 utilized exclusively. 

nor that largepublic auction, that the GOP become property owners, 
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numbers oL parcels wi Ll actually be sold at aLiction. gather the threat 

tax collection in thatof loss of ownership is the key to strict 

taxes due, the delinquent Laxpayer
settle real property
by fatling to 


public notices and announcements that he or she is
 faces the onus of 
taxes. It is thus expected that taxes
 delinquent in the payment of 


will be paid more readily if the delinquent taxpayer knows that swifi,
 

legal action will be forthcoming. While not advocating the abolition
 

and 82, distraint of personal property and collection
 Of Sections 68 

through courts respectively, experience has
 of delinquent taxes 


shown that these sections are neither efficient 
nor effective in tnh
 

collection of taxes.
 

- GOP and USAID: USAID's

Contributions of I.nplementing Aencies 


the provision of
two components. First is
development loan has 


finance the foreign exchange costs involved in 
the
 

$l,470,000 to 


purciase of eelected field equipment required for the Lax mapping piase
 

ior the records conversion and management
and selected office equipment 


phase (see Annex II for detailed list). The becond component consists
 

to the GOP, from loan funds, for activities and
 
of AID's reimbursement 


issued
Such reimbursements wiil be 
commodities financed y the GOP. 

pesos on
 

after the GOP has expanded pre-agreed upon amounts 
of 


pre-agreed activLties and/or commodities.
 

a strong financial capability in
 
The sector goal is to provide 


,o that the local governments entities can better
 local governments 

income and rural poor families
 deliver goods and services to the low 


The inputs, outputs and project purpose
throughout the Philippines. 

sector


all geared to privide the financial bases by which the 
are 

is quite clear-the purpose of the project


gual can be achieved. Thus 

in 576 selected muicipalities and 

to generate additional tax revenue 

and of Metro Manila) in the
 

all cities (excluaing the City of Cebu 

Inputs
years 1179, 1980, 1981.

K,,publlc of the Phi lippines in the 

detailed hiow.
to outputs to proPect goal are 


G.OP inputs art (1) personnel, (2) training and related activities, 

(4) technical assistance.
(3) project materials and 


AID's inputs are (1) financing the purchase of selected imported
 

(2) excess property vehicles;

field and office equipment (see %nnex 11); 


(5) loans; and (6) seed money.

(3) typewriters; (4) aerial photo.; 


table on page 34costs out inputs to outputs.
The 


There are two inique features oi the inputs to o,t puts which should
 

be further explained. One is the $375,000 "seed moneT:" concept and
 

from the national government to
 the other is $4,00,000 for loans 

give a rathe,These t~o amounts, toiailia; $',., ,0)0

local government. 
First, the seed moneytne overall project costs.mi.slading concept ' 
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and city and Lb an outright(3,'50) per provincean.uints to P30,000 
This feature i* %ncluded in the project design to

one-time grant. 

give an initial impetus to the local governments as the), enter the RPTA
 

that projectsother similar activities has shown 
system. Experiencein 
often suffer from inertia in the beginning due to 

shortage of furds. 
Before a 

The seed money grant overccmes this potential initial 
delay. 


province or city can avail itself of the P30,000 grant 
they must
 

first form a Real Property Task Force and complete 
a Multi Year Plan
 

These requirements
(MYP) for the installation of the RPTA sybtem. 

The regional advisor (see


are both incorporated in AR-8-75. 


"Implementation and Planning" below for role of regional 
advisor) will
 

Task Force has been organized and will forward
certify that the RPTA 
copies of the MY? to the Project Manager%' Committee 

in Manila foT
 
grant will be
The KYP must stipulate how the seed moneycomments. 


If the MYP is ac.zepted the
 
utilized in initiating the RPTA project. 


DLGCD for the P30,000 grant. After
 
province or city can then apply to 


the grant has been disbursed by the DLGCD or DOF, the 
GOP can then apply
 

for reimbursement from the USAID under the AID loan.
 

A second sum of money 	to be provided under the AID loan, totalling 

incentive loans cum grants. These loans
 
$4,080,000, iu intended aa 


on page 20 as inputs which occur
 are explained in paragraphs below 

mapping and tax collection occur. P30,000

after outputs for tax 
a loan from DILCD or DOF for each municipality
($3,750) ia available 	as 


has completed the tax 	mapping and records management operations.
after it 

An addition P10,000 ($1,250) loan is available after the 

municipality
 

has begun to collect taxes under the new system. These loans are
 

Upon certification by the regional advisor
explained in detail below. 

ComitLie thatand the DOF/DIUCD/USAID Project Hanagers' 

the pre-agreed project commitments have been fulfilled, 
the loan
 

monies will be released by DIWCD or DOF to the local governments. 
The
 

GOP can then request reimbursement from the USAID.
 

to outputs are as follows: the local governments

Specific inputs 


provide a country-wide staff of approximately 1,800. The GOP provides
 

The GOP provides
a technical staff of approximately 25 people. 


approximately $220,000 for the printing of manuals and conducting training
 

1,800 local government officials and staff.
sessions to train the 


There are three types of training: (a) Photo interpretation training
 

courses will be offered to those local goverxment staff requiring the
 

These personnel will be utilized in the
training by the end of 1979. 

tax mapping phase; (b) Assessment and records management training will
 

be conducted for 800 local government staff. These courses will be
 

Composite total time will
 conducted regionally for 2 week periods. 


be six months; (c) Two one-week regional training courses in collection
 

procedures will be held for 800 local government staff from the
 

be six months. These

treasurer's office. Composite total time will 


in all project
inputs lead directly Lo "Output No. 1. Trained staff 


provinces and cities capable of installing and maintaining RPTA 
system.
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The USAID will make an input ol $1.4 million to finrce the 
procurement of selected ipported field and office equipm;nt. The
 

USAID will also provide under the loan $975,000 to finance the
 

acquisition of excess property vehicles which are used in all four
 

phases of the RPTA system. An additional $100,000 will finmce
 

the purchase of excess property typcwriters.
 

The USAID loan provides for reimbursement to the GOP of local
 

costs up to the equivalent of $3 million for the printing of aerial
 

photos or acquisition of other base source data. The coordination
 
of ordering the photos and monitoring of quality control will be
 
done by the DILCD. Where possible aerial photos availible through
 

other existing GOP agencies will be utilized. Otherwise, the
 

purchase of aerial photos will be between the GOP and any of
 
several qualified contractors, subject to quality, age of photos,
 
area of coverage and costs. There will be a limitation on bidding
 
due to limited private ownership of existing negatives and uneven
 

coverage o" the entire country. Where possible cadastial maps
 
will be used so that actual tax mapping can begin before all prints
 

are completed for those provinces and cities utilising aerial photos.
 
All provinces and cities requiring aerial photos should have acquired
 
them by the end of 1979.
 

Local governmenL6 will make an aggregate input of $2.9 million
 

(P23.2 million) for office supplies, printing of forms, POL per
 
diem, etc. This outlay will be spread over the 4 year life of the
 
project. These inputs impact on all four project outputs. The POL
 
is needed for the vehicles, noted above, which transport tax mapping
 
teams and their equipment and appraisal personnel to rural areas.
 
Vehicles and POL support are needed in the Treasurer's Office to
 

support personnel involved in the collection and collection campaigns
 
in the provinces and cities. The office supplies provide the staffs
 

in the assessor and treasurer's offices the tools such as ink, paper,
 
stamps, etc., needed to perform, the office work in conjunction with
 
the RPTA project. Supplies such as vellum, tracing paper,--*ncils, etc.,
 

are needed by the draftsmen In the construction of tax maps.- Expenditures
 
for printing provide the necessary tax declarations, assessmeit roll
 
cards, collection cards, etc., in both the assessor and treasurer's office.
 

The purchase of supplies and POL, the printing of fotms, and the
 
utilization of aerial photos will cover the entire period of the
 

RPTA project as individual municipalities and districts enter,
 
complete and then maintain the RPTA system. The above inputs directly
 
support the final three outputs: Output No. 2. Project municipalities
 
and districts are tax mapped, assessed and systems operational; Output
 

No. 3. Increase in 50% in aggregaW real property tax collectibles for
 
participating local government units; and Output No. 4. Participating
 
municipalities and districts reach 75% collection efficiency rate b
 

end of year in which system is fully operational.
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The final two inputs coms 
 after the desired outputs in taxmapping and records management, and collections have been accomplished.As outlined above, after the tax mapping and records management arecompleted in a municipality or district, the province or city can request
a P30,000 ($3,750) loan from the DLGCD. 
This loan will be used to
finance certain project-related expenses to be agreed upon by the GOP
and the USAID. 
Upon submission of proper documentation evidencing that
the DLGCD hcs made the loans (or a portion thereof) the loan amount
disbursed will be eligible for reimbursement. The P30,000 loan will be
interest-free and payable in equal yearly installments for 10 years.
There is in the project design a second loan of P10,000 ($L,250) for
which each municipality or city district may become eligible. 
The
requirement is that it has actually begun to collect real property taxes
to the RPPTA system as an 
inducement to achieve high collection rates.

The total sum of "loans" to 
the provinces, cities and municipalities

is $4 million (P32 million) and will be dispersed in increments of
approximately 198 tax units in CY 1980, 297 units in CY 1981 and 321

units 
in CY 1982 for a total of 816 taxing units.
 

It is anticipated that real property tax revenue yields will increase
 over 
the base year 1974 by $2.3 million in 1979, $7.3 million in 1980
and $12.2 million in 1981 foT a cumulative 3 year total of $21.8 million.
When the GOP finishes the RPTA system in the remaining 900 municipalities
the annual increase over base year 1977 would be $22.8 million for a
cumulative total increase of $97.5 million. 
The projected cumulative
3-year project total of $21.8 million clearly meets the project purpose

of generating additional revenue yields.
 

The additional revenue, in turn, supports the sector goal in
providing local governments with the iinancial capability to undertake
projects or programs which can benefit rural and urban poor as 
the
increased RPTA revenue generated by this project is retained locally in
those sae local government units in w.ich it 
is collected. Under PD 464,
otherwise known as the Real Property Tax Code, Sections 86 and 87

prescribe how the real property taz revenue is to be alloted. Theprovince and municipalities share 50-50 the real property tax 
revenue
where the taxes are collected. Five percent of each of those shares
 
goes to the barangay from which the revenue is collected. Of the
barangay share 30% may be used for salaries of local officials, while
70% shall be utilized for development proj2cts as approved by the DLCCD.

In the case of citiee, 10% 
of the total tax collections revert 
to the
barangay in which the tax is collected. The remaining tax revenue of
cities and municipalities accrue entirely to their respective general
fund. In the provinces, 25% of their share accrues 
to the roads and
bridges fund (infrastructure) and 75% 
to the general fund.
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There ie one crucial assumption underlying this project. This
 

is that O-. radically change nor alter theGOP will neitherassumption 
Neither, it is
existing structure of the 'eal Property Tax Code. 

.- %r alter the disposition of revenueassumed, viii the GOP change 
such a vay that local ;-- ent units would no longerproceeds in 

have control of locally generated revenue.
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PROJECT ANALYSES
 

TECHNICAL ANALYSIS 

This project eicompasses all regions in the Republic of the 
Philippines, 72 provinces and 56 cities. It excludes tre 4 cities 
and 13 mmicipalities in hetro Manila and the City of Cebu, which 

units, because of the sheer magnitude of their combined size, if 
included, would require many times over the limited resources of this 
project. The intent of the project is to standardize country-wide 
the real property tax administration (IPTA) system which has been 
designed and field-tested under the present Local Development Project 
(LDP - No. 492-11-995-256). Fully implemented this system makes it 
possible for !,ocal officials to identify and account for all real 
property in the country, to assess real property fairly and equitably 
and to levy and collect taxes on real property promptly and impart
ially. This project does not propose to alter or change in a legal 
sense the existing Real Property Tax Code of the Republic ot the 
Phiiippines. Instead, this Project does provide local officials an 
efficient administrative system for installing and maintaining an 
effective real property tax program under existing legislation. 

Tht! system itself is an integrated technical/administrative
 
process using as its base the current market value of real property,
 
and is designed to raise revenue for the support of local government
 
operations. It is a sequential process which proceeds logically from
 
a tax-mapping phase, through property valuation and tax determination
 
phases, to a final tax collection phase.
 

The RPTA system contains four major elements which for the purpose
 
:f standardizing terminology have been termed operations. The four
 
operations are:
 

Tax Mapping Operation
 

Objective: To prepare, install and maintain a system of tax maps
 
based on frequent visual surveys. These maps will show graphically
 

all land subject to assessment, with a corresponding real property
 
identification and accounting system. The tax mapping operation
 

utilizes aerial photos or cadastral maps, whichever is available, to
 

aid in the identification of property and in parcellary sketching.
 

Tax mapping is the method by which real property is inventoried.
 
This operation discovers real property parcels and identifies their
 
owners. By utilizing; i property index numbering system, each separate
 

land ownership is provided with a unique account number--much like
 

the serial number used in accounting for any other valuable piece of
 

property in a property management system. This number is permanently 

- 23 



assigned to a specific parcel of land and establishes the 
connection
 

between the physical property and the office records 
system (which did
 

not exist in the forrer system). Additionally this operation provides
 
an additional


land area information which, when recorded, provides 


control over property records.
 

Tax Assessment Operation
 

To establish a systematic method of appraising all
ObJective: 

full current market value and to implement
items of real property at 


the uniform application of applicable assessment levels.
 

Once it has been properly mapped and inventoried, real 
property
 

its full market value through one of several accepted
is appraised at 


methods. Asses' 
tt levels are then applied which results in the 

assessed value for each particular property ownerassignment of an 


ship. The assessment operation maintains subsidiary records for the
 

purpose of periodically adjusting schedules of value and 
for general
 

reassessment.
 

Tax Records Management Operation
 

Objective: To establish and maintain official ownership records 

for assessment purposes, including tax declarations, assessment rolls,
 

index systems, etc., that reflect the current status of all real
 

property ownership and assessed value.
 

This operation consists of the establishment and maintenance 
of
 

the permanent ofticial records and files of the Office of the Provin

cial and City Assessor necessary for the purpose of maintaining
 
This


continued accountability for all oeparate property ownership. 


operation distributes by assessment roll the information necessary 
to
 

establish tax coilection records in the Office of the 
City or Province
 

Treasurer. 
 Copies of appropriate records are also furnished 
to the
 

The

public and various other local government offices as required. 


Tax Records Management Operation establishes the all-important control
 

link between tax assessment operations and tax collection operations.
 

Tax Collection Operation
 

To collect all of the real property taxes and penalties
Objective: 

due and payable to the government through the positive and total enforce

laws and their penal provisions.
ment of the tax 


This operation consists of collecting, recording, accounting and
 

disposing of real property taxes, both currently collectible and
 

In carrying out the tax collection function the responsible
delinquent. 

local government officials will utilize the modern collection proce

dures described in tiie RPTA. In addition, emphasLs is given to the
 

dissemination of public information pertaining to real property taxes,
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ot reai ,rutiurty
to public educatil of the 1urpobeb anri wethdi 

Ltol cforceututtaxation 	and the mtrhodical application of tax colLL 

au prrsihI)'d by law. lIn particular, this pioject reconmends measures 

"Manual on Real Plroperty Tax Aduinistraticn (Assesment

that Section 73 ,1 t , 

Regulation 8-75)" concerning the auction of property 
for delinquent 

taxes be utilized exclusively. While not advocating the abolition of 

distraint of personal property and collection of
 Sections 68 and 82, 


tnrough courts respectively, experience has shown
 delinquent taxes 

the quickest and moat efficient means of collecting
that Section 73 ib 


delinquent taxes.
 

local government initiating an RPTA system 
there are a
 

Prior to 


series of seminars and training programs which 
local officials shruld
 

attend. The pre-initiation of an RPTA system follows a logical 
c.ro

the four operations outlined above.
 nological pattern based on 


Governors will be choroughly briefeo on the legality, 
application and
 

Provincial and city assessors, treasurers,
benefits of the RTA system. 


auditors, provincial development coordinators 
and selected staff members
 

operations

will attend a series ni seminars linked directly to the four 


Selected technical provincial staff members as
 of the RPTA system. 


required will be trained in photo interpretation 
at the Center for
 

the University of the Philippines,
Applied Geodesy and Photogrammetry at 

In the meantime, appropriate
on the Diliman Campus, Quezon City. 


provincial officials will be given instructions 
in the preparation of
 

This plan charts a precise course of
 an RPTA Multi-Year Plan (MYP). 


action and budgeting commitments needed by 
the respective province or
 

The MYP also graphically

city to implement completely the EPTA system. 


indicates the potential cumulative yearly increase 
in revenue by the
 

local governments with the RPTA system implementation. 
The regional
 

training programs will be a cooperative effort 
conducted jointly by the
 

Department of Local Government and Community 
Development (DLGCD) and
 

the Department of Finance (DOF).
 

During actual implementation of the RPTA 
system in the various
 

local governments, DOF and DLGCD technical 
staff will conduct field
 

inspection visits to the provinies and cities to iasure 
that the correct
 

technical procedures are being followed Pud 
to evaluate project progress.
 

Actual implementation of the RPTA system 
begins at the local level
 

with the legal, advisory and moral support of the central government,
 

The first three stages of the system are the
 i.e. DLGCD and DOF. 


responsibility of the provincial or city assessor's office in conjunct-

The tax collection with individual municipalities or tax districts. 


ion phase is the sole responsibility of the treasurer, 
thus it is
 

important that he be cognizant of the entire scope of 
the RPTA system.
 

He should be thoroughly familiar with not only the technical 
and legal
 

aspects but he should also understand and support 
the purpose and goals
 

of this project.
 

The installation of the RPTA system at the rate 
anticipated by the
 

the average, eight additional employees to the
 Project will add, on 
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staffs of the provincial and city assessors and two additional
 

employees to the staffs of the treasurers. This additional staff
 

will be utilized primarily on the tax mapping and records management
 

operations and in the clerical work ia the tax collection operation.
 

For participation in the project, provinces and cities will be
 

provided aerial photographs other base source data (geodetic maps
 

or similar surveys). The DIWCD technical staff will assist in
 

contract negotiations and quality control for those provinces or
 

cities which need aerial photos. Although each province and city
 

will be granted P30,000 "seed" money (explained in the Detailed
 

Description), the sole responsibility for funding for materials,
 

supplies and personnel support will rest with the respective
 

participating provinces and cities.
 

The inputs of this project form a direct link to the project
 

purpose which is to generate revenue to its full potential for use by
 

local govertunents in implementing development projects and programs.
 

The commodities (See Annex II) supplied under the project provide the
 

local governments with the basic material support required to install
 

and maintain an efticient RPTA system. The GOP training programs
 

conducted complementary to the project convey to local government
 

officials and technicians the managerial and technical skills necessary
 

to the successful pursuit of the project and its objectives. The
 

seemingly heavy outlay requirement for the printing of existing aerial
 

photographs is justified on the basis that the cadastral maps are not
 

available for the entire ccuntry, thus the use of the aerial photo

graphs represents a major base data source for the construction of tax
 

maps that can be reasonably made available within project time
 

constraints. Aerial photographs have the satellite benefit over cadas

tral surveys in their use for broad development planning purposes.
 

Acquisition of aerial photcoswill be through existing GOP agencies when

ever possible or by contract with any of several local companies (see
 

the Detailed Description).
 

The GOP has codified the real property tax system through a
 

series of wide-reaching laws. Unfortunately, the mechp ism by which
 

these laws are to be implemented was not institutionalized until the
 

RPTA system was installed in the 28 Provincial Development Assistance
 

Project (PDAP) provinces. As a znsequence, the existing real pro

perty tax administration has been left to the individual local govern

ments to interpret and implement. The proposed project, utilizing the
 

RPTA system piloted under the PDAP, provides a standard path which
 

would be uniform throughout the country wherein property is identified,
 

property is assessed, records are filed and revenues are collected.
 

This project is targeted so that all cities and approximately
 

one-third (576) of the provincial municipalities will have completely
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FINAIJAL ANALYSIS
 

The Progra:
 

The installation of the RPTA system countrywide is in two
 

the period of the proposed
cost stages. The first stage covers 


from FY 1978 unto early FY 1981 with 576 municipalities and
project, 

240 districts participating initially in improving tax collection rates
 

and tax yields. The second cost stage post USAID participation will
 

introduce 216 local tax units annually into the program in the period
 

The immediate effects on municipalities and
FY 1981 through FY 1984. 


on districts of the new tax program is described below:
 

Current Situation: (1974) MUNICIPALITY DISTRICT
 

Average Assessed Value P14,500,000 926,700,000
 

Real Property Rate x .01 x .01
 

145,000 267,000
Collection Level 

x .45 x .48Collection Rate 

65,000 130,000
Actual Current Yield 


Project Tar et Situati%, MUNICIPALITY DISTRICT 

Average Assessed Value 
Real Property Rate 

(+50%) P21,750,000 
x .01 

940,050,000 
, o01 

Collection Level 217,500 400,000 

Collection Rate (+67%) x .75 x .75 

Projected Yield 
(Less Current 

163,000 
65,000 

. 300,000 
130,000 

Increase P 98,000 9 170,000 

The fifty percent increase in average assessed values per municipality
 

and per district is judged reasonably attainable from evidence of
 

considerable under-assessment (exceeding this value) throughout the
 

system. Improvement of the collection effort to the level of 75% of due
 

taxes represents approximately a 67% gain over current collection rates
 

for municipalities and about 57% for districts.
 

The aggregate total increase in tax collections forecasted for the
 

improved system for the initial 816 local tax units is calculated as
 

follows:
 

Municipalities: 576 x P 98,000 a P56,448,000
 

Districts: 240 x P170,000 . P40.800.000
 

P97,248,000
 

This will not occur all at once. The time-staging of invested
 

costs in the program, beginning in FY 1977--with U.S. reimbursements
 

expected to continue unto FY 1981--will generate higher levels of tax
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the level of P23.3 million, increasing
receipts beginning in FY 1979 at 


Level of P97.3 million by FY 1981.
thereafter to the target 


Capability of GOP to Continue the Project:
 

Annually, thereafter, it is anticipated that 216 local tax units
 

will enter the RPTA system yearly until 1985 when all municipalities
 

in the Republic of the Philippines will have installed the system.
 

These additional annual tax units will benefit from the experience
 

The use of aerial photos, cadastral
gained with the first 816 units. 


maps or other base source data, as well as previous training, will be
 

It is estimated that
a direct continuation of the original project. 


approximately, $3.3 million will be needed for direct expenses such
 

project tiaterials and office equipment (typewriters and calculators).
as 

There will be a combined total of $2.6 million which is a continuation
 

of local government . .s and thus not an increase. If the GOP
 

should replicate the P30,000 and P10,000 loan incentives, this would
 

The total of direct costs, continuing
add an additional $4 million. 


costs and loan/grant outputs would be approximately $10 million to
 

complete the country by 1985.
 

The Forecast:
 

The forecast which follows shown the time-staging of costs, amual 

tax units into the improved taxentry of expected numbers of local 

system, and annual and cumulative tax receipts as they arise during
 

the period FY 1977 through IT 1985. After all units installed by 1985
 
in 1985 tax receipts) an annual
have shown axpacted results, (i.e., 


level of P182.1 million (U.S. $22,762,500 @:1) is attained which
 

may be "pected to continue thereafter.
 

It ia zoted thaE Lhe forecast, based on 1974 tax data and 1977 

cost estimates, is in constant prices. Revenues, on the other hand, 

are understated in terms of comparability with the adjusted cost figures. 
it is inappropriate to pre-Adjustments were not made to revenues, as 


judge the future rate of change in property values resulting alone
 

from inflation, as opposed to equally likely substantive change in
 

the nation's assets and their composition.
real values comprising 

Cunalative tax receipts in the final forecast yEar FY 1985 will
 

reach the level of 9780 million or U.S. $97.5 million. At this level,
 

the payback on invested prior year costs is 3.8 times.
 

The financial payback on current-year cumulative costs rises as 

follows:
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FY 1979 FY 1982 FY 1985
 

Annual Payback 26.6% 72.2% 89.4%
 
Cumulative Payback 26.6% 181.0% 382.8%
 

This rate of payback results from comparing the Annual and Cumulative
 
Tax Receipts with the Cumulative costs up to the same year:
 

Receipts/Expenditures a Payback Percentage
 

The payback indicates that by 1982, about 72% of all funds
 
cumulatively expended up to and including the second stage of the
 
project, will have been returned by tax receipts arising in FY 1982
 
alone. In that same year, "cumulative tax,. cumulative tax receipts from 1032
 
installed tax systems (receipts are obtained in the year following.
 
installation), will exceed by 1.8 times the amount of-all funds expended
 
up to and including FY 1982: That is, aggregate receipts are 80%
 
greater than aggregate expenditures for the tax system then installed.
 

FY 1985 has been identified as an end to forecasted "project"
 
cost analysis as all local government will have installed the RPTA
 
system. With all forecasted tax systems installed as foreseen by
 
this project FY 1985 payback of cumulative receipts on cumulative
 
expenditures has risen to over 380%. This identifies the level at
 
which receipts cover, or have returned, were than all combined project
 
costs previously expended.
 

Operating Costs:
 

Operating costs are provided within the capital funds listed for
 
the two stages of the project. This results in a somewhat lumpy cost
 
structure not entirely representative of the rates of expenditure
 
expected, but contributes to clarity in stating aggregate costs by year
 
in which committed. Total cost items are therefore more easily
 
traceable.
 

The cost structure is made unique by the "Reimbursement" item: 
this represents funds loaned by the central government to local tax 
units. (P30,000 is loaned for tax mapping; P10,000 is loaned when 
collect'tns are begun). These annual costs arise as new tax systems
 
are installed and their annual volume reflects the numbers of such
 
systems being introduced in each year.
 

Such reimbursement items are fully costed in all efinancial payback
 
analysis, so that no cost item is barred from that calculation.
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Flows: Values Rettirn:Financial Cash Present and Rate ot 

Gross Annual Total Costs and Groes Annual Tax Receipts (as incurred)
 

after discount at 15% present value, attain a benefit-cost ratio of
 

P.V. is indeed the economic rate
2.53:1., on financial account. If 15% 


of time-preference, or opportunity cost of capital in the Philippines,
 

then the P.V. surplus of benefits over coats is very high. This surplus
 
ending
accruts to gavernment taxing units, at this stage, before re-


on local projects vhich give rise to end-result economic beneits later
 

to be calculated.
 

The Internal Rate of Return, on financial account, 491. This is
 

the rate at which Annual Gross Costs and Annual Gross Receipts, when
 

summed, are equal at 1:1.
 

For comparative purpobes, the forecast included a calculation of
 

annual gross tax receipts at the former level of collections for the
 

nation as a whole (except for Metropolitan Manila and Cebu--the largest
 

cities). This forecast is therefore comparable to the project forecast
 

in excluding those cities, and compares 1680 total local taxing units
 

in the AID tax program with nationwide taxing units of equal number.
 

It may be seen that nationwide taxes on property (1% rate on assessed
 

values) historically produced a gross tax yield of P118,777,000 in 1974.
 

Assuming that the overall yield increases at 3% per year, by FY 1984
 

such national yields, without the project, would attain the level of
 

P159,626,000. But under the AID project, all taxing units in that year
 

experience an increase in taxes collected P160,900,000 which has the
 

effect of doubling the national yield.
 

Explanation of Project Inputs:.
 

Local government inputs for personnel and project materials are
 
"normal" yearly expenditures for the minia-m numbers of people needed in
 

the tax mapping, records conversion and collection phases. This conforms
 

with the staffing patters in "The Manual on Real Property Tax
 

Administration in the Philippines (Assessment Regulation 8-75)".
 

National personnel and travel inputs provide for the regional RPTA
 

advisors as well as a small technical staff at the national level.
 

Training expenses cover food and lodging for all participants and
 

staff involved in the specialized training programs. The cost also
 

includes all training materials, manuals, books, travel expenses, etc.
 

Manuals and related materials will be retained by the participants for
 

use in their respective local governments.
 

Project materials are the office supplies and POL that the assessors
 

treasurers' offices would expend for installation of the RPTA system.
or 

This is a normal local government expense.
 

There are essentially thrve categories of cotmodities. First, thl
 

basic equipment will be granted directly to the local government.
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Secondly is the acquisition of excess property vehicles for the tax
 
mapping, appraisal and collection operations. Acquisition costs of
 
these items are reimbursable under the AID loan. The third category
 
is the acquisition of excess property typewriters.
 

The total costs for acquisition of aerial photos?, cadastral maps,
 
or other survey data is also part of the Development Loan. The DOF
 
and DLGCD have money earmarked to be used as loans to individual
 
provinces, cities and municipalities so that the local governments have
 
easily accessible and readily available money in which to implement the
 
RPTA project.
 

The ten year-interest free reimbursement loans to local governments
 
are available after certain conditions are met. FirzL, P30,000
 
is available after a municipality or district has been tax mapped.
 
Secondly, P10,000 are available to municipalities after they begin
 
to collect to the new system.
 

Finally there is one "seed" grant to all provinces and cities as
 
they initially enter the RPTA project. The lump sum of P30,000 per
 
province and city is granted so that initial delays will not be
 
incurred while arranging local budgets or financial arrangement.
 

The total USAID commitment ic $10,000,000 Development Loan.
 
$1,470,000 of the total is a direct input for field and office supplies.
 
The remaining $8,530,000 is directly reimbursable to the GOP. No
 
draw-down on the DAR can be made until the GOP has not only, first
 
made the required inputs, but in the case of the reimbursement loans,
 
definite project outputs have been achieved.
 

U.S. Participant Training Costs:
 

The present Local Development Project (LDP) No. 492-11-995-256 is
 
funding a three month training progratm for 14 participants at the
 
University of Southern California's Institute for Tax Aministration.
 
Twelve of the participants are from the DOF and will be the regional
 
technical advisers involved in the proposed RITA Project. One is a
 
staff member from the National Tax Research Center and one from the
 
NEDA. Total USAID cost of the program is approximately $77,000.
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Po.rsonnel Regu irements 
DLCrCD (National) 

Local Goverints (DOF) 

Travel Expenses 

Tralnint and Related Expenses 

Training Materialb 
Manuals, Training 
Overhead, Travel (DLGCD) 

Prolect Materials and Supplies 

Paper POL, Transportation 
(Local Governments) 

Gcmmod itles 

3isic Equipment 
In~i;tion Factor 
Vehicle Support 
Aerial Photos 

ReWmbuvsement to Local Govern
ment 


Se. d Money 


Dicect Amount Reimbursement 


Sub-total 


Delete DAR/Non-adds 


TOTAL 


FINANCIAL PLAN 
($000) 

TOIAL AID 
FX LC 

TOTAL 
FX 

1,379.2 

90.8 


8,530.0 


10,000.00 


-8,530.a 

10,000.00 


HOST. CURY 
LC±-

164.2 

1,821.1 


54.0 

220.2 


2,956.5 


90.0-./ 

10.0-/ 


/
975.0-1

3,000.0 


4,080.0 ± 


375.0V' 


13,746.0 


/ 

5,216.0 


SUM 
TOTAL 

164.2
 
1,821.1
 

54.0 

220.2
 

2,956.5
 

1,469.2
 
100.8
 
975.0
 

3,000.0
 

4,080.0
 

375.0
 

8,530.0
 

23,746.0
 

"8 530./ 

15,216.0
 

- ,ombined GOP inputs in thobe categories total $8,530.0 which is offset by AID 

issued SLC. The AID Direct Amount Reimbursement. 
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Protect 	# 492-0298 


PROJECT 	 INPUTS 

AID APPROPRIATED
 
COMMODITIES-/ 


DAR Vehicles2 / 


Typewriters2'/ 


Aerial Photos 

Loans 

Seed Money 


HOST COUNTRY
 

COSTING OF PROJECT OUT'IJT/1NPtfr 

($000) 

PROJECT PAPER 

x New 

-Rev. ___ 

PJTrained 

#1 

PROJECT OUTPUT 

Tax Map/
Record Assess 

#2 #3 

Collect 

#4 

TOTAL 

40.0 835.0 

325.0 

50.0 
1,500.0 
3,060.0 

125.0 

150.0 

325.0 

1,500.0 

125.0 

445.0 

325.0 

50.0 

1,020.0 
125.0 

1,470.0 

975.0 
0O.0 

3,000.0 
4,080.0 

375.0 4 

Personnel (National) 54.6 54.6 54.6 54.4 218.2
 
Personnel (Local) 

Training 


Project Materials 


TOTALS 


See Annex II.
 
2/
 

See Annex III.
 
3/
 
- Annex IV. 

Expenditures will be 

1,443.8 188.7 188.6 1,821.1
 
220.2 	 220.2
 

2,217.4 369.6 369.5 2,956.5
 

314.8 	 9,610.8 2,712.9 2,557.5 15,216.0
 

for project-related activities and will be covered by

'ippropriate documentation or outlined in the "Detailed Description".
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SOCIAL SOUNDNESS IALYSIS 

Summary 

The Social Soundness Analysis was undertaken oy Dr. Kenneth G. O7r.
 
His abridged field notes are attached as Appendix XIV. Briefly, his
 
topics are methodolo,y, property tax background, an analysis of three
 
locations in the Philippines where the &PTA systm is being installed 
and conclusions. In his location analysis he includes such items aas 
profile of a taxpayer, motivation, caciquiam, the spread effect, etc.
 

Methodology: Dr. Orr was requested to make a study in three
 
geographical representative locations--the Municipality of Santo Tomes
 
in Pangasinan Province k _zon), the t*iuiCipaiiLy of Dulay in Leyte 
Province (the Visay.s) and the isolated City of Puerto Princesa in
 
the island of Palawan. The first two locattons have installed the
 
RPTA system under the PDAP Project and the third, the City of Puerto
 
Princeia has installed and implemented project-recomiended collectfon
 
procedures with no outside assistance. Dr. Orr states he formed an
 
hypotheses as to the nature of the reel property tax situation in the
 
areas proposed for study and then did his field wotk. "The hypotheses
were" Dr. Orr writes, "to allow an interpretation to be made of the 'raw 
data'.." 

Property Tax Background: Dr. Orr gives a general historicaL
 
background of the concept of taxes in the Philippines from aboriginal 
times through the Spanish and American Periods to the present.
 

Analysis of Santo Tomas, DulaV and Puerto Princess: Dr. Orr 
found the attitude of taxpayers differing widely in the three locations. 
In Santo Too"s, tenants from former landed estates welcomed a new RPFA 
system whereas in Dulag, the taxpayer tended to avoid taxes if possible
ar.d was less enthralled, particulrly as most of these people are long
time land owners and not former tenants. The City of Puerto Princesa 
recently implemented the collection procedures proposed by this RPTA
 
project with outstanding results. Dr. Orr attributes this to the
 
more "frontier" nature of Palawan and the absence of any old, established,
 
and landed class.
 

Dr. Orr stresses caciquism--tne concept of the strong ruler--is
 
prevalent in Philippine local government politics. He zies this concept
 
into the RPTA Project and th, implications that it can have on the
 
RPTA system. Thus the consequences for the RPTA system can be beneficial
 
or harmful depending on the local political climate. 

In one location, Dr. Orr found that 30% of the taxpayers pay 70% 
of the income taxes. Thuu the poor majority--the 70%--pay only 30% 
of the total tax revenue. At least 03% of the poptlation pay no taxes 
of any sort. In this location Dr. Orr stated the ",cor" with %I" he 
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spoke, expressed satistaction with the possibility of a more efficiet
 
real property tax system as this would possibly mean more money for
 
public projects.
 

Cotclusions: Dr. Orr points out that the RPTA system could
 
conflict with the local power base as he states "the new tax system
 
by attacking caciquism also attacks the graded system of special
 
privilege." However, he indicates that compliance with the tax codes
 
is rising and with continued support from the central government, the
 
real property tax system can provide a means for social reforms. He
 
views the RPTA system as one which conforms to Philippine existing
 
socio-cultural landscape. Dr. Orr concludes by observing that the
 
poor and the landless, who pay no taxes, will receive the greatest
 
benefi.ts.
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BE'4EFIC ARIES 

T'axpayers and Apparent Benefic.iaries 

incomes earned in 11113Approximately 1.Chalf of al" fuamily gross 

we.re earned by 775,'-'l )ndividbials iti ject to iacome tax. The other 

h.wI was earned by ' ,') ,'1,479 fami lies not siubjoct to income tax. 
to earn a'2,,;17,000 very low-income f.Lmtl~eo ('0elow X2,000) failed 


t.aixah, inc:me (see Annex XIII Table A).
 

The upper income groups filed 8.22. of all tax returns, reported
 

r.prsentcd b i . f ll. PhilippinV44.A)/. of all gross ' ..;. and 

paying income taxes, the average gross
fa:ilies. For these familiea 


family is 982,691 (U.S. $11,327).
iacme reported per 

taxable income has been
Identification of ramilies reporting no 


made in Annex XIII Table B.
 

have residual (u.itdxed) incomes whichAon-taxpayia.; families 
are ihown .avora~e lut by ihkcnm ,:lasj as follows: (upper ranges oly 


fo-r iacame classes)
 

- P2000 43)00 6000 8000 10000 15000 20.). -... 

" 
7073 8653 8417 - LAverage 171 2251 3623 5406 

The peculiar n.gative average (and gross) reported in the 2000o

plus group results trom the excess of reported taxable gross income in
 

in 1971 of the amounts -if :,rssthis class over the governmeit estimates 

mean a sharp rise in earniugb o .
income earoed by this clas6. It can 


, ii,:, i.no class, or a stat Lsti-.zaL iisrapauicy due to the two y'!ars
 

,lifterence in compared table6. 

The arorae biz- of family (weighted by number ; per:.tat) i.; 5.:y

persons overall, for all non-taxpaying families. Low income groups helow 

P2,000 are about 39Z of non-taxpayin, families and families in income 
thus about 71% of all
Llass P2,000-4,000 are another 32% of the total; 


are in the low-income category, with about
iton-taxpaying income groups 


5.13 persons per family. This represents 3,952,700 families with 22,4-"L,330
 

family inembers living at generally low income level, not subject ,
 

hiOc).le tax. 

inr.V)ne and Expendittir' 

.. I'' j.)SCI i n,. . -' a d . ar 

12'),-)')0 families, i - . ! i.! ,e _s :..nputd~i at i.a' ' -. tiat ie lasS 

varning one-half perenL of t.ial national privat , 

Governineat '- t , 1 J .. , 

'ar icoe classes up to Pl0,000, thr GOP ha,; calcula.ed that
 

a,.-,rage family expe:dit,ires actually exceed average f.aily income.
 
million families, or 94% of all
(See Annex XIII Table C). That is, m 
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Philippine fnmtlies. earn on average less than their average expenditures. 

Lt is Clear thtL thi St Utici reflects apparent demand rather than 
of(tecti e im-%ny demand for goods and services and is based on estimates 
of average minimum consumption requirements. In another sense, deficits 

in spcndable income, as opposed to needs, furnish a relative index of
 
poverty in scalar form, inverse to income level. These statiStics reveal
 
the following relative poverty scale:
 

Deficit or Surplus in Minimum Requirements Per Family
 
and Gross Shortfall by Income Class
 

Income Class 	 Pesos WMill. Income Class Pesos PMill.
 

(Avg& (Gross) iAvg) (Gross)
 

500 -1304 -429 5000 -730 -346 

1000 -1255 -962 6000 -659 -208 

1500 -1208 -934 8000 -531 -214 

2000 -1208 -903 10000 -198 -45 - 5937 

2500 -l11 -684 15000 400 194 
3000 -1022 -528 20000 J1260 ir 

4000 - 861 -684 20000 / /12831 41039 j 1222 
- 4715 

(Deficits indicated by minus sign; surplus by plus sign)
 

The Property Tax Impact
 

if total gross shovtfalls are compared with total surpluses, it
 

is seen that no amount of personal income re-distribution would solve
 
the problem of relative poverty, and that the amounts previously estimated
 

in the financial analysis for property tax revenues alone would provide
 

.the following alleviation of distress:
 

Property Tax Receipts (Increase only in P Million
 

1978 1979 1980 1981 1982 1983 1984 1985
 

Annual 0 23.3 58.2 97.3 118.5 139.7 160.9 182.1
 

Cumulative 0 23.3 81.5 178.8 297.3 437.0 597.9 780.0
 

From this comparison, it is seen that the target group of 329,000
 
families earning less than P500 would require P429 million to attain
 

the desired spending level to benefit from welfare spending of property
 
taxes, annual taxes would constitute only 42.4% of their needs by 1985.
 

Cumulative property tax receipts, however, would by 1983 provide more
 
than enough funds to redress the imbalance in their incomes.
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It is equally clear that to pinpoint such a specific income group 
as the under - P500 class would largely ignore a vast population suffering 
loss hardships only by degree. Yet, constraints on available tax revenwes 
might argue for such a determination, 

Mechanics of Real Property Taxation
 

In the context of social effects, real property taxes in the
 
Philippines are effectively neutral. They do not by themselves re
distribute wealth, nor do they, at the 1% rate on assessed value (30-40
 
or 50% of market) impose insuperable obstacles to ownership. The 1%
 
tax is levied on a percentage of appraised market value: Residences
 
30%, Agriculture 40%, Industry 50% and Commerce 50%. At any level of
 
value for an aset, whether P3,000 or P3 million assessed value, the
 
relative valua of the sset after taxation remains the same a before the
 
tax, for the same categories of market value. They do not fall more
 
heavily upon a rich agriculturist than upon poor one, nor more upon the
 
poor agriculturist than the rich, although their parcels may vary widely
 
in value. After tax shares of agricultural value remain the same; 99%
 
for P3000 and 99% for P3 million, even though tax payments vary from
 
P12 to P12,000. The effective tax is 0.4% for both.
 

It is in the spending of proceeds from the property tax that
 
income re-distribution effects are achieved. Moreover, other economic
 
benefits may be achieved as a direct tax consequence. Income-generating
 
assets affected by a new fixed cost are induced to expand production of
 
more units over which to spread the fixed cost in order to lessen its
 
burden. In this category are agricultural lands, comercial and industrial
 
plant and equipment. (But these may also shift the tax by increasing
 
prices). Idle assets newly taxed are compelled to enter production
 
for the same reason, or to change hands by sale for use by those who can
 
produce profitably under the extra burden. In these vays, the economy
 
may gain from real property taxes.
 

The property tax on residences is 4 tax upon ownership of unproductive
wealth, and at a constant rate of 1% on 30 of market value, produces the 
same neutral distributive effects. An exception to these general rules 
newly exists with respect to residential buildings. Since January 1974, 
scalar assessment levels have been initiated for buildings with market 
values between P30,000 home and 80% of market for the P500,000 home. 
In effect, a graduatad property tax ha been created. The language of 
the tax change suggests that a similar scalar assessment, for farm 
buildings, machinery and plant, and commercial and industrial buildings,.
'shall be not less than 50% nor more than 80%." This rule does not give 
concessional treatment to small properties (assessed levels at 15% of 
market) as does the residential tax, but graduates the tax for all upper 
ranges of value. 
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As these rules are tully or effectively implimented, the property

tax will lose its neutrality. New levels of tax receipts will be placed

in the hands of tax authorities; but no distribution of tax receipts

will have yet occurred by this mechanism alone to favor the low income
 
classes or the unemployed.
 

Property Ownership as a Source of Wealth
 

By main source of income in 1971, it is known that 44.3 of allfamilies derived most of their income from wages and salaries. Annex XIII 
Table D shows agriculture as the next main source of income for 21.5% 
of families, business enterprise for 15.4%. Lower income classes
 
(P500-P2000) predominated in listing these sources of income. 
 These

classes also andlisted crop shares gambling, more frequently as main 
sources of income. As expected, 53.8% of all families receiving gifts
support or welfare as a main source of income were those earning less 
than P2000. 

It is notable, hcwever, that presumed indices of property as 
a
 
source of income were ambiguous and inconclusive; of all families listing
rents, upper income classes were only 10.1%, atiddle income 42.6% and
the lowest income class as 25.8%. Only 1.77. of income derived from 
rents in 1971, amounting to P401.6 million compisred with P4,668.3 
million derived from wages and salaries. Other asset-sources of income
 
derive from interest, dividends and profits, in which the total number
 
of families was so minor as to represent 0.2% nawtionally. Pension and 
retirement income was predominantly reported by upper income (38.4% 
of all chose receiving this income). 

But inheritances, which may derive from estates, showed a greater

participation by income classes in the 
low-to middle income groups
 
(P2000- 10000).
 

NUMBER OF FAMILIES EARNING MAIN INGDME FROM: 

Income 
Class 

No. 
Families 
(000) Rents 

As 
% 

Inherit-
ance 

As 
% 

Peision 
Retire-

ment 
As 
% 

Total 
by 

Class 

Totals 
As % by 
Income 

500-2000 
2000-10000 

10000 / 

2617 
3342 

386 

4386 
1038C 
1717 

25.8 
64.0 
10.2 

555 
12330 
2100 

3.7 
82.2 
14.0 

3900 
33000 
23040 

6.5 
55.0 
38.4 

8841 
56210 
26857 

Class 
0.03 
1.58 
6.95 

6345 17000 100.0 15000 100.0 150000 100.0 91908 1.45 

The relative percentage of 6.95% of the upper-income group represents,

proportionally, property-derived incomes 4.1 times that of middle-income
 
groups, and 231.6 times that of the lower-income groups.
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1.4 
ECOOI A
 

s+:+:+ .. L¢+t*,:+++ 

Sunmary 

The,-economic feasibility ofthe project must be viewe'd in the '~ 

that will: rsll,,f rom strength-j."V7context 	of the benefits ,to the society t ex conty..,Scoiest 	 h+++ 

l ml 1ty.SuCh
lowincome families thr6ughoutt eirua aaIzeT s':f h 

services include better roads, better schools, utritin..health"' 

outreach programs to an expanded populatiion, etc#' 'The','ky.'question. 
from the economic standpoint is whether>these benefitswill 6ut~1gil I 
the costa of delivering them. Secondly, siitcetaXtion-n'volvis ' 

income transfers from one iocio-econoiic grouIpto another, ,there is 
'Also the' question of whether the use of incre'ased-~tax revenues tco 
raise the welfare status of the poor will yield griate'binefits to 
the society than wo~uld result if the funds were retained and,,used 

for private purposes by the landowners.
 

Benefit-Cost 	Analyt316
 

Benefit-cost calculations for the project are contined in
 
Annex XII. These calculations show a favorable B/C ratio of around
 
3 or 4 to 1, a range to be expected from a project where the marginal
 
returns to the society are high.
 

It should be noted in the Annex XII analysis' that~whereas the
 
costs of the project can be calculated in a relatively straight
forward manner, it was necessary to derive thei benefits in a some-'
 

4 .777+taxbl ++.. in~+terms + + +i'h;'	 ;.::,what indirect manner of time preference& for moneytheandminimum=the 7 7
+h+++++++\+ ++++++++ 
~+. 	 perceived demand for improved welfare by income groups. The higher
 

ratio resulting in the latter case is understandable. The lower the
 . . . . .. ...... 	 . ............... .j.......7/7
. .... . 
r 

'47 :+++j7""'17'.'17++ income+ . group,€+'7+'X7.7774 77the more "deprived"+ :7 ' its++;++ members;++++; + feel,' ".4,.'++: the++' more urgent++7-7 ' 74'.7.;+"'k.. , +++ 77 -	 "+ + 
77777774'+1 .7-7+7+"i+ +4 .7-	 :t++++:+ i S++++ 7.7.ii++:: + ::+: 

74+ + : -	 . . . .. .. 7. 1"-"7 ::+:: +++++'++:++7":: + .. .. .. .	 % 1'7'7"-'7-+777its demand for improved welfare, and the higher the value it places ,++ -!747+:+ 	 (L'.'.,+2"'+ 77777 >7+7+' :+:+'+; ;+ +++77.'+ :+ ;; 
+on increased public services.s : 77/re.7 '7 o'e '€ 7 "7+++'7++i++ :7-7"P"fit- o + atto o he?:pro"ct+ +. 7!1n "'7 /"' ' 7.'l++ +:+++ 	 ca 


777ne h
x7i.77 
e + + + 

++i +'r-j77' 7h.7. ++h s .+?S + +:!++:++++:	 7"''++1 7.":17 Comp~arative Benefits 
7 	 s Ji'+4- .be7711":.~7.. t should noted tn.":'7.the a 7~~'~,,lys .nnex.77th 7 e. s 1: 77477 J:>~ ' ;,

I;
Co. t sTheOf besth'epjoavailable and7an relevant datad:+n47]+iconcerning taxpayers and 7777'..'e~ 	 .77 47

7	 - "++.L; 7+-77' 1'-' + +,"' + .77.+7.4j 	 7+:++++> ++++ +' d ' ' +: '''" +' ++
low-income beneficiaries cover the years 1971 and 1973. These data,
 

+-+:+.''.:: +: +ha : .. 4777777 4:'.77-.. 7'+.4. +++ + ';'ei17A n~ 	 ++?+:777++nd .7n ++©+ i+r+: ?+ ++++ 
:++;+:?+:++?+ :+ cet :+ 777+ '?7.+r7+7.-d f~ o + + +: 

are set forth in some detail in Annex XIII, and1 summarized below. 
+:: + ie e n 	 ,4 + +'++ i<?+T~++~ +/ ++.. 

:: i m 7up 7he-+ 7 	 7 7,*IS:: +++ + +i++i:+:++ c gr7777;+ 47477. ++ .77p't7',77t7777744 7 	 he+i ii++ :' 
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Incoce Taxpayers in the Philipptnes. 1971
 

No. in Millions Percent 

Total families 6.35 100 

Below taxable income level 2.62 41 

Did not file returns 2.95 47 

Subject to tax 0.78 12 

Source of data: Bureau of Internal Revenue
 

Within income classes, the highest percentage ratio of tax

payers to number of families falls in the highest income class.
 

Even then the ratio is only 29 per cent. The ratio of taxpayers in
 

the lowest income class is roughly douLle that of the middle-income
 

classes.
 

Ratio of Taxpayers to Families
 

1971-73
 

Income Class (Pesosl 	 Percentage Ratio
 
Taxpayers to Families
 

17
Less than ?2,000 


10,000 8
Y2,000 1 


12
Y10,000 - 15,000 

?15,000 - 20,000 	 18 

29
Y20,000 plus 


Overall 12
 

Comparative data on Indivtdual number qf real property tax

payers does not readily exist under the present "non-system." One 

of the integral parts of thts proposed project is to upgrade the 

records management capability of the assessor and treasurer's office. 

However, in terms of gross revenue, the municipalities which will 

be in the project had a real property 	tax revenue potential of
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million (?83 million), but it,fact &CL4111
 
approximately $11 
 Thd Cities
miltlon).
to $5 million (37

CollectioR5were closer 


did no better where potential collections 
were approximately
 

$8.5 (Y64 million) while actual 
collections totalled $4.2 million
 

(F31 million).
 

on districm
 
The immediate effects on municipalities 

and 

of the new tax program is described below: 

Current Situation: (1974 MUNICIPALITY DISTRICT 

Avorage Assessed Value 
014,500,000 Y26,700,000 

Real Property Rate x .01 x .01 --

Collection Level 145,000 267,000 

Collection Rate 
x .45 .x .48 

Actual Current Yield 

roect rget Situation 

65,000 

4MCIPALITY 

130,000 

DISTRICT 

"*0,050,000
?21,750,000

Average Assessed Value (+50%) 


x .01x .01
Real Property Rate 

400,000
217,500

Collectkon Level 


x .75
x .75
Ratce (+67%)Collection 

300,000
163,000

Actual Current Yield 


- 130 00065,000,
(Less current) 

170,000
98,000
Increase 


The fifty percent increase in average 
assessed values per
 

judged reasonably attainable from
 
municipality and per district is 


evidence of considerable underassessment 
(exceeding this value)
 

throughout the system. Improvement of the collection effort to the
 

taxes represents approximately a 67% 
gain over
 

level of 75% of due 
 for districts.
 
current collection rates for municipalities and about 57% 
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The aggregate total increase in tax collections forecasted
 
for the improved system for the initial 816 local tax units is
 
calculated as
 

Municipalities: 
 576 x F98,000 Y56,448,000
 

Districts: 240 x 170,000 J40.800,000
 

V97,248,000 ($12,156,000)
 

This will noc occur all at once. The time-staging of invested
 
costs in the program, beginning in FY 1977--with U.S. reimburse
ments expected to continua into FY 1981--will generate higher levels
 
of tax receipts beginning in FY 1979 at the level of Y23.3 million,
 
increasing thereafter to the target level of Y97.3 million by FY
 
1981. It is anticipated that the potential increase in revenue
 
will be utilized by the local government to increase local devel
opment programs and projects. Undersecretary Salvador Socrates of
 
the DLCD, in a recent speech before M~tndanao officials, cited
 
how increased real property tax revenue could support expanded
 
rural health servicea.
 

Annually, thereafter, it is anticipated that 216 local tax
 
units will enter the system. These additional annual tax units are
 
expected to arise from a continuation of the program by the GOP and
 
to result from extension nf the experience gained with the first 816
 
units.
 

From the above tables and annexes XII and XIII, it is clear
 
that there is considerable scope for expanding the income 
tax base
 
in the Philippines. 
 It is equally clear that potential low-income
 
beneficiaries constitute a large proportion of the total population.
 

Regarding comparative benefits to the society, the data
 
contained in Annex XIII show that over two-thirds of the house
hold expenditures for low-Income families are for food and 
an
 
additional 10-12 percent for housing and utilities. This leaves
 
little scope for acquiring increased welfare from the balance of
 
available family funds. 
 Hence, the need for expanding publically
financed services.
 

It would be difficult to quantify the beaefits that would accrue
 
to the society if this project were not undertaken and land revenues
 
were retained for private uses instead of being transferred to the
 
public sector through higher taxes. Such analysis would go well
 
beyond the scope of this paper. However, one need only review past

and present expenditure patterns to appreciate the high probability

that benefits to the rural poor would considerably less if the non
project option were pursued. In fact, the current plight of the
 
rural poor is a manifestation of past expenditure patterns, and
 
underscores the urgency of undertaking this project.
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IMPLEMENTATION ARRAkILENT
 

RECIPIENT
 

At the national level there are two organisations - the Depart
ment of Finance (DOF) and the Department of Local Government and Commu
nity Development (DILCD) 
- which will jointly implemnt the RPTA project.

The mandate of each of these departments gives them a direct line of
 
authority to provincial, city, municipal and barangay officials.
 

Excluding local 
assessors and treasurers, the DLGCD administrative
 
and executive umbrella covers all local government unit functions and
 
officials including governors, mayors, local councils etc. 
 In addition,

the DLGCD has regional, provincial and city representatives who monitor
 
and assist local governments in the implementation of the local govern
ment projects, and who have access to discretionary funds which can be
 
used by local government units for development projects. The assessors
 
and treasurers, on the other hand, fall under the aegis of the DOF.
 
Although governors and mayors can exert a limited amount of pressure on

the assessors and treasurers at the local level, legally these two
 
officials are answerable to DOF at the national level.
 

The DLGCD is a relatively new organization created in 1972, while
 
the DOF is an old department with a long tradition in the Philippine

bureaucracy. 
The DOF does have all the implementing authority and the
 
full backing of the tax codes and laws in which to support the RPTA
 
system. 
It would be naive to say that the Philippine tax codes are
 
perfect, but nevertheless they are generally adequate for the present

situation. The real problem as stated in the "World Bank Country

Economic Report," June 1976 is 
" . . . the administration of the real
 
property tax will have 
to be improved significantly." )p. 447 emphasis
 
added).
 

The proposed project intends to alleviate this condition by

offering an efficient method in which to implement the existing tax
 
laws. Ndither the DOF nor the DLOCD, as 
 organizational entities, have
 
the manpower resources or sole implementing authority to undertake the

RPTA project alone. However, this project does propose to meld the
 
respective strengths of both the DOF and the DLGCD into a project with a

single purpose to generate additional revenue in the provinces and cities
 
of the Philippines.
 

At the formation of the existing Local Development Project, it was
 
the PDAP, then under the Executive Secretary in the Office of the Presi
dent, that responded to the need for improvement in the administration
 
of the real property tax system in the Philippines. It was the PDAP and
 
the USAID, along with individual assessors and treasurers, that designed

and field-tested the system that was subsequently adopted by the DOF
 
as the "Manual on Real Propercy Tax Administration in the Philippines
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In July 1976, the PDAP was shifted
(Assessment Regulations No. 8-7. 


from the Office of the President to the DLCCD as had been envisioned
 

when PDAP was organized. Presently the concept of the PDAP is being
 

Thus the DLGCD, through PDAP, has had extensive
expanded countrywide. 

contact with the PDAP and AID programs. The DI.CD has shown that it
 

has the capability and experience to handle the acquisition of excess
 
local government
property and to administer the intra-GOP national to 


loans. Furthermore, the absorption of PDAP into the DLGCD hasstrength-


PDAP can now draw expanded personnel and administraened both units 
tive support fromthe DLGCD, while the DLGCD can utilize the expertise
 

that PDAP has acquired.
 

The DLGCD has also demonstrated a genuine interest in the RPTA
 

project as a potential means of strengthening local government. The
 

detailing of DLGCD personnel to understudy PDAP technicians is one
 

Another example is the DLGCD budget submission for preexample. 

project implementation in 1977, and the concurrent interest shown by
 

The DLCD has also provided funds for provinces
the Budget Commission. 

who are not yet in the RPTA system to hire, as consultants, provincial
 

officials from PDAP provinces to assist in the implementation of the
 

RPTA project. The DLGCD/PDAP are also preparing to increase he
 

printing of the standard manuals and guides used in the RPTA system so
 

that such manuals will be available countrywide.
 

Actual implementation of the RPTA project will be undertaken by
 

the offices of the assessor and treasurer in the various provinces
 

In general the office of the assessor is under-staffed
and cities. 

and under-trained. One of the priorities of this project is to
 

improve the management capability of the office of the assessor by
 

training a full staff complement in accordance with the 'Manual on Real
 

Property Tax Administration in the Philippines (Assessment Regulations
 

8-75)." In some locations this will mean hiring and training new
 

personnel in tax mapping and records management. In other cases it
 

may mean the training or re-training of present staff members. Person

nel in the Treasurer's office will also receive specialized training
 

in records management and collection. Training will be done first on
 

a general basis, by regions. Regional training will be followed up
 

by more intense training in individual provinces and cities.
 

The training programs will be centered around 12 regional advisors
 

who will undergo a three-month program at the University of Southern
 

California's Institute for Tax Administration and funded under the
 

existing Local Development Project. These advisors have been chosen
 

from various provincial and city offices based on their proven ability
 
Each of these advisors will be
and understanding of the RPTA system. 


responsible for all the provinces and cities within a specific region.
 

They will train, advise and assist the local governments in implementing
 
They will be backed up by the existing
and ins:alling the RPTA system. 


DLGCD/PDAP/DOF technicians and specialists implementing the present
 

PDAP RPTA project.
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Two other organizations, the Development Academy of the Philippines
 

(DAP) and th2 Human Settlements Commission have shown 
interest in the
 

The DAP, in its seminars for local government personnel,
KPTA system. 

The lack of practical experience
in the RPTA system.
has had courses 


speakers combined with the brevity of the presentation
of the resource 

has lessened any real impact on the participants. The Human Settle

ments Comission (HSC) on the other hand, is an active 
body under the
 

Office of the President. The HSC is undertaking, at the request of the
 

La Carlota City, the installation of the RPTA system in that city.
 

While their enthusiasm is commendable, it is 
also unfortunately typical
 

of the vertical structure of the GOP wherein a new section 
was created.
 

to undertake the RPTA system instead of crossinS 
departmental


in the HSC 
 The
 
lines and integrating the project with existing DOF/DLGCD 

programs. 


Human Settlements Commission has a budget for tax 
mapping in only one
 

city. Unfortunately, the personnel who will undertake 
this project have
 

had no practical experience, and in fact have privately 
contacted PDAP
 

technicians for advice and assistance.
 

two other organizations, the Bureau of Lands
 In addition there are 


and the Department of Agrarian Reform, doing technical 
work which c~n
 

The Bureau of Lands (BL) is
 be coordinated with the RPTA project. 


responsible for cadastres of the public domain 
and some private lands.
 

It's goal is to complete surveys and tilling of these lands 
within the
 

The Department of Agrarian Reform (DAR) is responsible
next few years. 


for surveys and -titlingof private lands in government 
resettlements
 

The goal of these agencies is to sketch a total of
 and landed estates. 

Whenever possible, local
 2 million hectares in the next few years. 


officials engaged in the RPTA project will be encouraged 
to coordinate
 

in the construction of tax maps with both the
 parcellary sketching 

Utilization of common
 

Bureau of Lands and Department of Agrarian Reform. 


resources and output is being done on an individual bases in some of the
 

PDAP provinces. Meetings are currently being held at the national 
level
 

to explore ways in which aerial photos ad parcellary sketching can 
be
 

shared and utized by all parties concerned. It is also planned to
 

conduct seminars betwecr. DAR, DL, DOF and DLGCD on 
the field techniques
 

used by the individual agencies so as to st.dardize 
operations where
 

possible. However, as the objectives and goals of the BL, 
DAR and the
 

RPTA project differ greatly, it is felt that there 
should be no direct
 

linkage of the projects in terms of output.
 

Any input into the RPTA system by other interested 
GOP agencies is
 

However, none of the four organizations
certainly a positive sign. 


mentioned above are being considered a major implementing 
agencies as
 

they do not have a direct legal mandate over lical government 
operations
 

as do the DOF and the DLGCD.
 

Regardless of decrees, reguiations, codes, etc., the success of
 

the RPTA program lies with Lte local government officials - the governors,
 

mayors, councils, assessors and treasurers and their staff. All essential
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officials and staff will receive training 
commensurct" with their
 

The ability and desire of local
 function within the overall system. 


officials to absorb the training and 
implement the program will
 

obviously range from the highly motivated, 
intensely interested indi

viduals down to those who will never 
understand the system and have tio
 

Every attempt will be made to persuade 
the perti

interest in trying. 

remove those individuals 

in
 

nent authorities to motivate, 
replace, or 


The spectre of the national departments 
looming
 

the latter category. 


over local officials will only be 
effective if the national bodies
 

themselves show firmness and resolve 
in successfully implementing this
 

system.
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IMpLEDETAION PLAN 

in
 
Although the RITA Project is scheduled for implemntation 

l'78, the Mission is anticipating that funds for the project will
 
FY 


However, to insure timely implementation of
 be available in FY 77. 


the project by local government units in 
January 1978, there are
 

pre-implementation activities which must be 
undertaken dring CY 77.
 

The DLGCD has already submitted to the 
Budget Commision a
 

request for pre-project implementation funds 
for 1977.
 

Secretary of Finance, Cesar Virata and Secretw'7 
of the Department
 

Local Government and Community Development, 
Jose Alofo, have
 

of 
signed a Memorandum of Agreement pledging 

the complete and iull
 

cooperation of their respective departments 
in the IPTA project.
 

This agreement had been considered as a condition 
precedent to final
 

implementation for the project and its signing in March was a welcome
 

the part of the GOP. Following this 
sign of intense interest on 


a central comittee of the project managers of DOF, DILCD
 agreement, 

the national level to fully implement the project.
and AID was formed at 

The key to timely implementation of the RPTA 
Project often lies
 

with the local governor or mayor and the provincial or 
city assessor and
 

local government officials, including those
 treasurer. In August, 

given a thorough orientation and briefing on
 mentioned above, will be 


DLGCD and the USAID. The goal and 
the RPTA project by the DOF, the 

will be
explained. Financial schemes 
purpose of the project will be 

explained in detail, including the function of the "seed 	 mong"
 
The seasion
 

and the 930,000 and P10,000 loans to local government&. 


will also include what expenses the local governments 
will incur
 

the training
 
as 	well as expected project benefits. A btief outline on 


local personnel will be included. Last but not the least, there
 
ot 


collections procedures, the composition of 
the
 

will be a briefing on 
 as well as a brief 
RPTA Task Force and its function will be expaind 

The intent of these sessions is
 
introduction to the Multi Year Plan (HYP). 


an 	expert in the system based
 No 	one is expected to be
orientation. aware

However, local government officials will be 
on 	the orientation. 


the RITA project to their respective
of the scope and relevance of 


provinces or cities.
 

provinces and cities will receive information
 By late 1977 &l 


and instructions in organizing an RPTA Task Force and in forming 
a
 

This plan

five-year plan for implementation of the RITA 

system. 

formation of the provincial or
 should be developed well ahead of the 


FY 	78 to insure that adequate funds are availcity budget submission for 
At 	this time the provinces


able for timely implementation of the project. 


firmly chosen those municipalities and districts
 and cities must also have 

Also by this time the Assessor's
and the system installed.
to 	be tax mapped 
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Office should be staffed out with the necessary personnel ti undertake
 
the RPTA project.
 

The GOP will request 900 excess pr'perty typewriters and 300
 
excess property vehicles. DLGCD, which is familiar with procurement
 
procedures will order the typewriters and vehicles beginning in
 
June 1977. If feasible, or desirable, this request can be made vdrlier
 
to insure the delivery of a minimum number of vehicles by
 
January 1978.
 

The timely arrival of the field and office equipment is also critial. 
Bids for this equipment (see Annex II) should be let immediately upon 
formal approval for allocation of AID funds. In order that local 
government units can begin 
rax mapping and records conversion, this
 
equipment should be in country and distributed to the provinces and
 
cities by early 1978. Since all projections for increased revepue

collecrions are based on specific numbers of 
local government units 
ln.Stdlllng the RPTA system in a given year, a failure to implement

the project in early 1978 due to lack of technical equipment would
 
mean that the potential increase in tax revenue collections would be
 
delayed one year. This would seriously affect the overall project
 
purpose and goal.
 

Another important operation which should he ii '.a:!. by the ;uP. 
to actual project implementation is negotiating the printing of 

the aerial photos for those provinces and cities requiring them. Where
 
ftasible, and practical, aerial photos will be obtained from other GOP
 
agencies. For those photos procured through private sources, DLGCD
 
will assist in coordinating both the needs of the provinces and cities
 
and the actual negotiations. DW;CD technical personnel will also monirr 
tlie quality of the aerial photos. For those provinces and cities 
where aerial phoros not required other ofare sources base data such 
as cadastral maps, private surveys, etc., will be assembled and verified 
by the technical advisors. 

Two tax mappers from each of those provinces and -ities electing

t ) titilize aerial ph.)tos will be trained at the University of the 
Philippines Training Center for Applied Geodesy and Photogrammetry.
 
Training will be comiensurate with the technical level needed for tax
 
nVapping. Training for individual provincial or city personnel will
 
coincide with the actual 
letting of individual contracts. The trainees
 
will be able to utilize photos from their own geographical location.
 
No one will receive training if their respective province or city

does not utilize aerial dh.tos. Training programs are conducted at 
two levels--re-ional and local--and include training in tax mapping,

records management, appraisal/assessment and collections for the
 
respective staffs responsible for each phase. All training programs
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follow & pattern consistent with experience gained in the present 

LAcal Development Project. The regional training uill give the 

participants the -eneral over-all concepta and techniques ior the 

Operation being explained. Following the completioa of this training 
the iriginal core of PDAP specialists and their undarstudies will be
 

available to offer direct technical advice and .ussistance to regional
 

representatives who might need assistance in specific provinces or cities.
 

These staffs will also be available to individual provinces and cities
 

to advise and assist them in actual initiation of the RIPTA system.
 

The first regionl-type training program include the tax mapping 

and records management phases. These two functions sre combined, 

as -ine of the most common errors in initiating the RPTA system has 

been the failure by tile LiX team to link-up individual land parcels 

with the tax declaration records. These regional sessions will be 

conducted in loIe 1977. The one-week regional seminars 

on mass appraisal methods f,,r approximately 500 appraisers will be 
conducted during late 1977 and early 1978 at the rate of 

two regions per month. These seminars will be conducted by a
 

mass appraisal consuLtant who is already under contract to the 

present LDP. The staggered and lengthy timeframe for mass appraisal 

is necessary for two reasons. First, the consultant must allow time durin6 

those months to assist PDAP provinces and second, the seminar design 
utilizes two provincial assessors as lecturers who cannot afford to 

be absent from their respective provinces for three consecutive months. 

'iio final type . regional training pertains to tax collections. 

These ine-week seauitnar6 will be held In February and March. The initial 
session will stress %Ltlization of Section 73 "The Manual on Real Property 

Tax Administration in the Philippines (Assessment Regulations 8-75)" 

in the collection ol delinquent taxes. Tax education techniques will 

aiso be presented and all. local governmentunits will be urged to in)tiar.e 

tax education programns in thcir respective jur.sdictions. Manuals 

iai si:;4catad techniques for dissemination of tax-related information 
will be provided in these seminar3. One-week regional follow-up
 

sessions will be conducted in October and November 1978 to monitor
 

collection progress in the utilization of Section 73.
 

The primary responsibility for the training of local government 

1flicials and monitorin6 their achievements in the RPTA system will 

rest with a core of DOF technical prsaonnel assigned to specific regions. 

(The DWLCD presently i:aantains regional offices while the DOF is finalizing 

plans to establish rL'inal offices.) These personnel, all of whom are
 
currently assessors, are undergoing a three month-intensive course in 

real property tax administration at the University of Southern California's 

Institute for Tax AdmIinitrattun. rhis course has been designed 
specifically for the' Philippine experience. As an integral componcnt 

Or liiv rrainin. -, i-'dlogy th , rdiucs will design a training 

which r.<.J ral represatati,-S Lan ,ise in training program they a., 
local g,,,rnneLt per.; in.v.- Ay incorporatin.; this "training of trainers" 
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1.hrout ,h t e (")Litn( rV'. |h i.; , s,.,4slonstred in the rv;tIona1 t raitthli un 
in July, August and September I')/

:,indt'ted
three-month program will be 


funded through the existing Local Development Project
 and will be 


project agreement.
 

one orfor the PDAP provin:es, and
thit except
It is anticipatC-i 

the system on their" )wn,
t- implementtwo cities who have b ,m, 
 197S.
 

tax mapping and records conversion will comimence early in 
actual 


had 2-5 years experivuac.
chat PDAP povinces 'will have 

It should be noted 
 technical monitoring. 
RPTA system and will require only minimal 

in the 


is calculated an
 ,enerated by this project

Anticipated revenue 


local Aovernment units installin.. the RPTA systm,
 
pocific numbers of 

in 1980. Failure to3 

in 1"-1, 29? in 1979 and 321 
at a rate of 198 
 or lossmeans a delay

ioio "e respective years
achieve these targe 


development programs.
in revenue for local 

Monitoring Plan 

,, 's aill lha:,' the respuns'hi 't.' advi.,
The regional r,,pr.. 

I r ,.; i'' r., i,), 
. ! -it,.i st ,,i ' In 
, , i

ani assist . , iti 
the RPTA system. During the
 

installation and implementation 
of


ii ti'. 
reo;ional representative will
 normal advisory -:ole, the
'01t'sQ of his 


city wi-il ..,aih provia,:.' -r 
monitor tile progress .). hv RiFYA pro ect ii 

status
indicating the 
,wil' I' a quarterly report
his jurisdiction and 
Should the
 

the RPTA project ir, hia respective provinces and cities. 
of 


regional represeentative be confronted with a technical problem 
beyond
 

then request technical assistance from
 
can 


Should the
his range of expertise he 

the national level. 


the project managers' committee at 

officials, or
with recalcitrant local 


regional represenLati\e L, fticed 

local government officials, he should
 by obvious stall tactics by 


,,othe national committee. The committee will,
 
inmnediately report this 


either dispatch the proper technical
 
the circumsiance's,
depending on 
 a team,
the commnittee, as 


personnel to trouble-snoo the situation or 

remove whatever
in an attempt to 


will visit the local gcvernment unit 


the project.
roadblock may be d.layin' 


!,,an schemes of P30,,100 and P10,000 require 
ihe two intra-GOP 


the tax mapping hab
 
by a team trom DOF/DLGCD/USAID that 
certification 

lcctions have begun respectively. Should,
 .
been completed and that 
 personnel

after the second year ,' the project, the USAID have no 


the certification will be done
 directly involved in the. project, 

the USAID by agreed

the information conveyed to 

by DOF/DWZCD and 


The DLLCD regional offices and DOF regional 
offices,
 

upon channels. 
 , jointly responsible for the
 
should they be established, w 11 be 


tor
the provinces and muniipalities
monitoring and certification of 

be called

RPTA national project managers would 
the respective loans. 
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in to use their infiuence only on extremely serious problems. 

However, prior to the implementation of the RPTA system each 

required to submit a Multi-Year Plan (MYP) to province and city will be 
the DO? and to the Project Managers'
the regional office of the DILCD or 

This KYP will be utilized as a monitoring control 
Cocuittee in Manila. 
 The MYP
 
against formal quarterly reports and informal 

on-site visits. 


will also be the documentation for issuance of the P300000 
seed money.
 

is expected that the regional offices will be 
notified whenever
 

It 

specific phases of the RPTA system have been completed 

in a given
 

municipality or district.
 

To the extent possible, the project will rely 
on normal DO?
 

However,

reporting requirements, particularly for tax collections. 


to improve the timeliness of these reports
 an attempt will be made 


by working through, and cooperating with, the 
statistical branch in
 

the DOF.
 

- 53 



CONDITIONS AND &VENANT
 

Necessary and relevant codes, regulations and laws have been issued
 
by the GOP, specifically by the DOF. 
As the proposed RPTA project

provideb the GOi wtith an equitable efficient method Of administration,
 
mere acceptance by the DOF of codes already "on the books" is taken
 
for granted. For this the USAID has 
insisted that tt DOF specifically

endorse the admintotative procedures in the IPTA 
syist, and in

particular endorse &hd emphasizethe colle~tion pteedtres that the
project advocates. in March 1977, a Hemoiandum of Agieement betieen 
the DOF and the DLC was 
signed by Secreteries Virata and Roflo
 
respectively. As signatories both departments agree 
to endorse, implement

and fully support 
t 0 RfTA system as ganetilly prescribed in this
 
Project Paper. As l0jal procedures preclude theUSAID from entering

into such agreement, the USAID will accept such a 
agreement between the
flF and the DLGCD as intentions of good faith to pursue the project to
 
its intended goal. (See Annex V)
 

Prior to disbursement of AID funds or 
issuances of the Direct Amount

Reimbursement, the GOP must provide proof that such inputs and outpits

required for the 
 Ak have in fact been met. InitialLy, for the purchase

of the field and office equipment, the DIZCD will, in c-mpliance with
 
AID regulations, place An advertisement in tha Consumers Business Daily.
Following standard proc dures for commodity procurement, the AID will be
 
furnished such documentL:ion as 
required as a pre-requiatite for issuance 
of a Letter of Comitmenk and subsequent payment for the comodities.
 

Issuance of the DAR Ln pre-agreed upon increments will be based upon,

in the case of the excess property vehicles, officikl documents stating

that 
(1) the GOP has received such vehicles and (2) signed documents
 
from the individual provin:es and cities acknowledging receipt. Likewise,

certified receipts for the payment and receipt of acquisition by the,

provinces and cities are required for the issuance of the DAR for L':
 
aerial photographs or other base source data.
 

Certification for 
 : iisuince Lf the DAR for completion of the 
tax marping operation and for the tax collection operaticn will be
conducted by joint DOF/DLGCD/AID teams, i.e., the respective project 
managers of the three organizations, or their designess. 
 The local

Zovernment unit will notify the regional office of DLGCD that it has
 
completed the respective operation. The regional representative, if he
is satisfied thatthe operation is 
indeed correct, and completed, will so
 
notify the project managers. They in turn will certify that the
 
respective operation has been completed.
 

There are no disagreements between DOF, DLGCD or USAID regarding

the scope of this project.
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EVALUATION PLAN
 

The RPTA Project will be evaluated in March 1978, 1979, 1980 

asd 1981. It is anticipated that the loan agreement will be signed by 
the end of 1977 and implementation or the project will )eg-tn 

immediately. -March has been selected as the evaluation month as all 

o4tputs of the project are based on the calendar year wreich also 

corresponds to the fiscal year in the Philippines. Thus there will 
be two months after the year's end in which to collect the data necessary
 

for the evaluation in March. The evaluation study will attempt to
 

assess the relative success or failure of the objectives of the project
 

in terms of its appropriateness, adequacy, efficiency, effectiveness
 
and "unintended side effects." Drawing from the intended objectives
 
of the program measures of program appropriateness, adequacy, effectiveness 

and efficiency will be drawn up. Outcomes that have occurred that were 
not vital to the objectives of the program will also have to be determined 
and analyzed.
 

The evaluation will first be based on two areas of implementation 

national and local. The methodology of the initial evaluation in 

March 1978 will be different from the evaluations in 1919, 1.980 and 1981. 

The 1978 evaluation will first determine if all national and local 
cotmnitments have in fact been fulfilled. This would include such areas 

at the national level as distribution of the office and field equipment 

to the provinces and cities, availability of the excess property vehicles, 

loan monies available as needed and fully trained and functioning
 
technical staff at the regional level. Province and city couitments
 

include such areas as the Multi-Year Plan formed, a functioning Real
 

Property Tax Administration Task Force, aerial photographs or other base
 
source data received, all technical staff trained and financial commuodity
 
support available to the RPTA teams, especially for the tax mapping teams.
 
In addition, the province or city should have begun to tax map their first
 
municipality or district by the beginning of March 1978.
 

In short the evaluation team.will be analyzing the Implementation
 

Schedule. If any national activity has not been completed or fulfilled
 

the team must consult immediately with the Project Managers' Comnittee
 
in order to determine why the delay has occurred and what consequences,
 

if any, it has on the over-all project implementation and project purpose.
 

Aepending upon the seriouness of the situation, the Committee must decide
 

whether to simply "kwait out" the delay or devise an alternative which would 

overcome the delay. If the delay or obstacle is such that it zannot be
 
resolved then an immediate determination must be made as to whether the
 
attainment of the project purpose is jeopardized.
 

Any delay in local implementation is not as critical as the
 

inational level. Local delays or obstacles can be handled by the regional
 
office after first determining whether the delay is due to an implementation
 
failure at the national level or due to local causes.
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The evaluation conducted in 1979 will concentrate on two areas.
 
First, any delays or deficiencies noted in the 1978 evaluation will
 
be studied to determine whether or not they have been corrected and
 
how, if at all, they haive affected the over-all project implementet.on.
 
Secondly, the 1979 evaluation will concentrate on the actual technical
 
implementation of the project to determine if any changes should be made.
 
During CY 1978, 198 municipalities and districts should have completed
 
the tax mapping, assessment and records conversion. The 1979 evaluation
 
will determine if this short term objective has been achieved and if not,
 
why not.
 

The evaluation in March 1980 will cover the first two areas as in
 
1979. More important, however, is that the 198 taxing units :ax mapped
 
in 1978 will have collected taxes to the new system in 19Y9 and thus
 
the collection procedure can be evaluated. The revenue yield from 1979
 
will also give an indication of how accurate the revenue increases are
 
that were projected in the Project Paper. Should the yields and tax
 
efficiency rates be low, then more emphasis must be placed on tax
 
collections during CY 1980. An evaluation can be made of the target
 
of 297 more tax units tax mapped, assessed and records converted
 
in CY 1979.
 

The evaluation in 1981 will cover all the areas that were covered
 
in the evaluation 1980. During CY 1980, 321 municipalities and districts
 
should have been tax mapped and assessed writh their records converted.
 

The final post project evaluation in March 1982 will determine whether
 
the project purpose has been met. An it would be a monumental task to
 
examine the development budgets of all 72 provinces, 1400 municipalities
 
and 56 cities, selected provincial, municipal and city budgets will be
 
examined to determine what increases there are in expenditures for
 
development purposes which would fulfill the sector goal.
 

The evaluation of the project will be financed by DLGCD and
 
contracted to a private research organization.
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SUBJECT: REALPROPERTY TAX ADMINISTRATION PROJECT 

PAPER 


REF: (A)MANILA 14695, (B)STATE 213549 


I. SUMMARY: APAC, CHAIRED BY THEAA/ASIA, O SEP-

TEMBER 29 REVIEWED THEREAL PROPERTY TAX ADMINISTRA-

TION (RPTA) PP; THECOMMITTEE DECIDED TO WITHHOLD AP-

PROVAL OF PROCEEDIIIG
WITH OLSC CONSIDERATION AND LOAN 

AUTHORIZATION AT THIS TIME. APAC ISCOGNIZANT THATA 

REALPROPERTY TAX SYSTEM IS A POTENTIALLY IMPORTANT 

SOURCE OF REVENUE FORLOCALLY GENERATED DEVELOPMENT 

PROJECTS AND ISGENERALLY AN APPROPRIATE AREA FORAID 

INSTITUTIONAL DEVELOPMENT/IMPROVEMENT ACTIVITIES. 

APAC FURTHER RECOGNIZES THAT FROM A LOCAL BUDGETARY 

PERSPECTIVE ITMAY ROTCE DESIRABLE TO EARMARK TAX 
REVENUES COLLECTED FERSPECIFIC ACTIVITIES. HOWEVER, 

THEPROJECT APPROACH, AS FORMULATED IN THE PP, IS UN- 

DULY PROVISIONAL IN THE RELATIONSHIPS BETWEEN THE 

EQUITABLE COLLECTION AHO EVENTUAL PROGRAMMING AND EX-

PENDITURE OF TAX REVENUES ON APPROPRIATE LOCAL DEVEL-

OPMENT PROJECTS. ACCORDINGLY, THE COMMITTEE BELIEVED 

THAT THEPROJECT DID NOTREASONABLY DEMONSTRATE THE 


DIRECT AND POSITIVE BENEFITS TO LOW-INCOME PEOPLE AS 

THEAID TARGET GROUP. SINCE THE PRESENT PROJECT IS 

LARGELY A FOLLOW-ON TOTHE PILOT ACTIVITIES CONDUCTED 

UNDER POAP, THECOMMITTEE FURTHER FELT ITWOULD BE 

USEFUL TO EVALUATE THOSEPOAP ACTIVITIES PRIOR TO 

PROCEEDING WITH WIDE-SCALE IMPLEMENTATION OF RPTA. 

ALTHOUGH THE CY 197 PROPERTY TAX DATA FROM PDAP MU-

NICIPALITIES AY NOT BE FULLY AVAILABLE, A REPRESEN-

TATIVE SAMPLE SHOULD BE SUFFICIENT TO PROVIDE SOMEOF 

THENECESSARY INFORMATION ON (A) COLLECTION COSTS, 

() COLLECTION RATES, (C)CAPACITY OFLOCAL GOVERN-
MENTS TO EFFECTIVELY PROGRAM REVENUES, (0)EXPENDI-
TURES OF FUNDS ON DEVELOPMENT, WELFARE OR OTHER TYPE 
ACTIVITIES WHICH DIRECTLY BENEFIT THEPOOR, AND (E) 
IMPACT OF TAX ON POOR. WEAREAWARE OF THEPROGRAM-
ATIC REASONS FOR MAINTAINING A TIMELY IMPLEMENTATION 
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SCHEDULE; WE ARE PREPARED TO RESCHEDULE REVIEW OF THE
 

PROJECT BY NOVEMBER FOLLOWING RECEIPT OF THE ADDI-

TIONAL INFORMATION AND ANALYSIS REQUESTED BELOW. END
 

SUMMARY.
 

2. THE COMMITTEE AGREED THAT THEFOLLOWING ISSUES/
 
CONCERNS SHOULD BE ADDRESSED BY THEMISSION:
 

A. CAN WE ASSUME THAT THEGOVERNMENT HAS THE CAPA-

CITY TO ENFORCE REALPROPERTr TAX LAWS FROM A NATION-

AL PERSPECTIVE GIVEN THE APPARENT ABSENCE OF AN EF-

FECTIVE CENTRAL BUREAUCRATIC ORGANIZATION WITH FINAN 
CIAL CONTROL RESPONSIBILITIES ANDTHE EXISTENCE OF 
THE VESTED INTEREST AND TRADITIONAL INFLUENCE OF A 
LARGE-LANDHOLDING CLASS INTHE PHILIPPINES? IFNOT, 
TO WHAT EXTENTCANAND SHOULD A PRIMARYINSPECTION/ 
MONITORING APPARATUS RE STRUCTURED WITHIN THEPROJECT
 
TO OVERSEE THEEQUITABLE COLLECTION AND EVENTUAL PRO-

GRAMMING AND EXPENDITURE OF TAX REVENUES ON APPROPRI-

ATELOCAL DEVELOPMENT, ETC.,PROJECTS? AN EVALUATION
 

OF THEPILOT POAP ACTIVITIES GENERALLY AND OF THE
 
PROPERTY TAX ASSESSMENT ANDCOLLECTION PROCEDURES
 
DEVELOPED UIIDER INPARTICULAR WOULD
POAP ACTIVITIES 

BE HELPFUL INTHIS REGARD.
 

B. REPROJECT BENEFICIARIES:
 

(1) COMMITTEE EMPHASIZED HAT PROJECT MUST BE BENE-

FICIARY POSITIVE RATHER THAN BENEFICIARY NEUTRAL AS
 
INDICATED IN THE PP. THE COMMITTEE FURTHER OUES
1ONED WHETHER, INFACT, THEPROJECT MAY PRESENTLY BE
 
BENEFICIARY NEGATIVE. IFTHE RESIDENTIAL AND AGRI-

CULTURAL AREAS TAXED ARE PRIM.RILY COMPRISED OF
 

RENTAL OR TENANT PROPERTIES, THEN THE POOR MAY BEAR
 
A DISPROPORTIONATELY HIGH PERCENTAGE OF THE TAX BUR-

DEN INTHE FIRM OF HIGHER RENTS. THE COST OF TAXES
 
ON COMMERCIAL PROPERTY WOULD PRESUMABLY ALSO BE
 
PASSED ALONG TO CONSUMERS IN THE FORM OF HIGHER PRI-

CES. FURTHER, IFTHEPOOR AREGENERALLY NON-SAVERS,
 
THEN PROPERTY TAX CHARGES MAY DIVERT PERSONAL INCOME
 
FROM OTHER NECESSITIES TOTAX PAYMENTS. THECOM-

IITTEE BELIEVED THAT MISSION/GOP PROJECTIONS OF THE
 
BREAKDOWH OF PROPERTY OWNERSHIP PERVALUE AND INCOME
 
CLASS WOULD BE USEFUL INASSESSING THE IMPACT ON THE
 
POOR. THE COMMITTEE ALSO SUGGESTED THEMISSION SEE
 
IF UPDATED MATERIAL ISAVAILABLE PER TABLE E, PP,
 
P. Dgo.
 

12) FURTHER, IFPROPOSED PROPERTY TAX RECEIPTS ARE
 
NOT SPECIFICALLY LINKED T0 DISBURSEMENTS BUT RATHER
 
FEED INTO GENERAL OPERATING FUNDS ON THE LOCAL LEVEL,
 
THEN WHAT INDICATION DO WE HAVE THAT THEPOOR WILL
 
BENEFIT FROM PROJECT ACTIVITIES AT A LATER DATE? IN
 
PILOT AREAS, ISEXPENDITURE DATA AVAILABLE TO SHOW
 
WHAT PROPORTION OF TOTAL EXPENDITURES GO TO DEVELOP-

MENT EFFORTS? CAN ESTIMATES BE MADE OF INCREMENT TO
 
DEVELOPMENT EXPENDITURES WHICH MIGHT REASONABLY BE
 
ATTRIBUTED TO RPTA? IFNOT, NOW CAN MEASURE OF GOAL
 
ACHIEVEMENT PROPOSED P. 56 RE ACCOMPLISHED?
 

C. THE PAOJECT PAPER INDICATES THAT THEANNUAL IN-

CREASED REVENUES PER TAXING UNIT WOULD AVERAGE AP-

PROXIMATELY DOLS.21,259 FOR DISTRICTS AND DOLS.
 
12,459 FOR MUNICIPALITIES. SINCE A HIGH PORTION OF
 
THE INCREASED REVENUES AREAG.REGATED ON A PROVINCIAL
 
LEVEL (PP, P. 291, THECOMMITTEE QUESTIONED WHETHER
 
THE RELATIVELY SMALL INCREMENTS TO LOCAL REVENUE,
 
VIS-A-VIS HIGH PROJECT COSTS AND UNCERTAIN BENEFITS
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TO THEPOOR, SUFFICIENTLY JUSTIFY PROCEEDING WITH 


THIS PROJECT.
 

I. WE SUGGEST THAT THEMISSION UPDATE THE PROJECT 
ECONOMIC ANALYSIS CONTAINED INANNEX X1I AND PROVIDE 
NARRATIVE EXPLANATION OF THE SIGNIFICANCE OF TABLES
 
C, D AND E. MISSION SHOULD NOTE PER TABLE I THAT 

ACTIVITY COSTS DO NOT END INFY 1911AS INDICATED; 

OPERATING COSTS (INCLUDING EQUIPMENT MAINTENANCE, 

SALARIES, AND OTHER COLLECTION COSTS) WHICH ARE IN-

CURRED TO MAINTAIN RPTA ACTIVITIES AT THENEW LEVEL 

SHOULD BE CONSIDERED AS PROJECT COSTS FOR PURPOSES
 
OF gVALUATIIG CASH FLOVS IN"ECONOMIC" ANALYSIS. 

AID/V CALCULArTWIONS, USING ESTIMATES OF THOSE 


COSTS, INDICATES A FINANCIAL COST: BENEFIT RATIO
 
SIGNIFICANTLY LOWER THAN THAT PROVIDED INTHEPP. 


E. A RECENT 1BRDPUBLICATION, PHILIPPINES-RECENT 

ECONOMIC DEVELOFMENTS, AUGUST 1977,INDICATES THAT 

CURRENT GOP ACTIVITIES HAVE SUCCEEDED IN INCREASING 

LOCAL PROPERTY TAX REVENUES (INCLUDING MANILA AND 

CEBU) BY 69 PERCENT FROM 302 MILLION PESOS IN 

1975 TO ANESTIMATED PESOS 646 IN 1977. THIS SEEMS
 
TO ' )ICATETHAT THEPHILIPPINES ISMOVING AHEAD
 
SUCLESSFULLY WITHOUT AID INTERVENTION AND THAT THE
 
RPTA COLLECTION SYSTEM ISAPPARENTLY MOREEFFICIENT
 
THAN THE PP ASSERTS; THEREFORE, THE COMMITTEE QUES-

TIOHED WHETHER AID INVOLVEMENT AT THIS TIME ISANWS
 
NECESSARY ON AS WIDE A SCALE AS PROPOSED.
 

F. CAN ITBE DETERMINED THAT SUFFICIENT LOCAL CUR-

RENCY GENERATED BY INCREASED PROPERTY TAX, AND
 
FUNNELLED THROUGH THEPROVINCES, WILLBE AVAILABLE,
 
AT THE RIGHT TIMES, TO SUPPORT THE EXPENDITURESRE-

QUIRED UNDER THERURAL SERVICE CENTERS, BARANGUAY
 
WATER AND RURAL ROADS IIPROJECTS? WHATALTERNATIVE
 
ARRANGEMENTS CAN BE MADEIF THERPTA PROJECT IS
 
EITHER NOT APPROVED OR DELAYED? IN ADDITION, IF
 
PROJECT DOES PROCEED, AN INTERIM REPORT (PP,P. £7)
 
INDICATED THEMISSION'S INTENTION TO ASSURE FUNDS
 
FROM RPTA WOULD BE AVAILABLE TO OTHER AID PROJECTS
 
BY OBTAINING SOMEKIND OFGOP COMMITMENT. WHAT ARE
 
CURRENT PLANS INTHIS REGARD?
 

G. THECOMMITTEE FURTHER EXPRESSED CONCERN OVER THE
 
SIZE AND OPERATION OF THESERIES OF GRANT AND LOAN
 
PAYMENTS TO THELOCAL TAXING UNITS 
(PP,PP. 17-18,
 
201WHICH REPRESENT 45 PERCENT OF TOTALPROJECT
 
COSTS. THESE PAYMENTS INCLUDE THE "SEEDMONEY" GRANT
 
AND TWO POSSIBLE SUBSEQUENT LOANS - THEFIRST LOAN IS
 
LINKED TO SUCCESSFUL TAX MAPPING, RECORDS MANAGEMENT
 
ON)COLLECTIONS, AND THESECOND AS AN INDUCEMENT TO
 
ACHIEVE HIGH COLLECTION RATES. THE COMMITTEE SPECI-

FICALLY QUESTIONED:
 

(I) ON WHAT BASIS DID MISSION CALCULATE THE AMOUNTS
 
FOR THESE REIMDURSEMENT AND INCENTIVE PAYMENTS WHICH
 
ARE SEEMINGLY HIGH VIS-A-VIS ANTICIPATED PER-ANNUM
 
INCREMENTS TO LOCAL REVENUE AND WHICH, APPARENTLY,
 
ARE NOT TIED TO ANY CLEARLY SPECIFIED ACTIVITIES OR
 
USE? WHATSPECIFIC ACTIVITIES WOULD THEMISSION EX-

PECT THE LOAN AND GRANT FUNDS TO BE USED FOR?
 

II) WHAT ISTHE JUSTIFICATION FOR PROVIDING INCEN-

TIVE PAYMENTS WHEN THE INCREASED REVENUE ALONE WOULD
 
SEEMINGLY PROVIDE LOCAL TAXING UHITS SUFFICIENT IN-

DICENILNTS
TO IMPLEMENT THERPTA SYSTEM AND ACHIEVE
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HIGHER COLLECTION RATES?
 

(S) LMAT IS THECORRELATION BETWEEN THE AMOUNT OF
AID FUNDS FLOWING TO THELOCAL TAXING UNIT, THEEX-
PENDITURES BY THEUNIT, AND THE SIZE OF THE UNIT?
 

14) TO WHAT EXTENT MIGHT THEDIRECT AMIOUNT
REIM-

RURSEMENT FINANCING OFFSET HOST COUNTRY CONTRIBUTIONS
 
AND WHAT ARE THE INTERNAL PROJECT CONTROLS TO PREVENT
 
POSSIBLE DOUBLE FINANCING OF COSTS EXPECTED TO BE
 
COVERED BY THE GOP?
 

(5) TO W4AT EXTENT WOULD ESTABLISHED AID RULES GOV-

ERNING FINANCING OF GOODS ANDSERVICES BE APPLIED
 
E.G., SOURCE RULES ANDAUDITS)?
 

3. USAID MAY BE ABLE TO STRENGTHEN BENEFICIARY IM-

PACT BY PROVIDING A NARRATIVE AND POSSIBLY STATISTI-

CAL SECTION ON ANTICIPATED EFFECT CF THIS PROPOSED
 
PROJECT ON REVENUES REALIZED FROM THESCHOOL TAX 3/4
 
PER CENT ADD-ON AND THEIR USEFOR DEVELOPMENT PROJ-

ECTS INLOCAL EDUCATION WHICH DIRECTLY BENEFIT THE
 
POOR. VANCE
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STIHE TAX AND ITS USE
 

set out in various Philippine laws
The real property tax as 


and regulation is divided into two categories: the basic
 

property tax and the special education fund tax. In the first
 

part, we will treat first the basic property tax as a revenue
 

source to provinces, municipalities, and cities passing then
 

to an ekamination of the expenditure side of the local budget
 

shawing how the money is spent with emphasis on the provincial
 

This will be followed by an explanation of the special
scene. 

revenue source and expenditure object.
education fund, its 


A. The Basic Tax
 

The province can levy a.property tax up to one percent
 

of the total assessed valuation of the province. The
 
tax is then distributed
return from this "basic" levy as 


among the province, municipality and barangay as-follows:
 

a) Province 47.57.
 
b) Municipality 47.5%/ 

c) Barangay 5.0.
 

Cities, who are independent in operation from the province,
 

can levy a property tax up to two percent of the total assessed
 

valuation of the city and the return in collections is dis

tributed as follows:
 

a) City 907.
 
b) Barangay 107.
 

The general disposition of the property tax return is also
 

governed by law, although considerable flexibility is allowed
 

in specifics. The province, for example, must put at least
 

twenty five percent of property tax revenue in its infra

structure fund, i.e. road, bridge, waterworks, drainage,
 
No more than seventy five percent
sewers, structures, etc. 


can be used for general fund expenditures-such as health,
 

general administration, agriculture, school administration,
 

etc. Iri-the nunLcipality all of the returns go into the 

general fund which supports the basic-services of health,
 

social welfare, economic development and "gneraladminis

tration. Finally, at the barangay level, where the budget
 

is smaller and simpler, the restrictions are more direct:
 

than thirty percent of the property tax return can
no more 

be spent for salaries, the rest must go to development
 

projects.
 

In the cities and the barangays within the cities, the above
 

restrictions don't apply with all returns being allocated
 

to the geneial fund. 
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The Philippine local revenue and income picture in general
 
reflects trends apparent in many countries. About 60. of
 
the revenues of local governments in the Philippines come
 
from central government grants, fund allocations and
 
distributions of centrally collected taxes while the re
maining 40% comes from local levies or incomne, i.e. property
 
taxi fees, fines, local government business operations
 
such as markets and slaughterhouses, licenses. In most
 
local governments, the property tax forms the largest share,
 
actively or potentially, of locally raised revenues. While
 
not as severe as the Philippines, U.S. local governments
 
getwell over 40% of their income from State and Federal
 
source5, relying almost exclusively on the property tax
 
for own-source revenue.
 

B. Expenditures and their Object
 

Turning to the expenditure side of the ledger, the analysis
 
of a number of provincial budgets indicatesthe following
 
spending pattern by service object:
 

Object As Percent of Total Budget
 

a) General Administration 19 
b) Administration of Justice 7 
c) Social and Human Service 15 
d) Economic Development 10 
e) Infrastructure 44 

f) Aid or Redistribution to 5 
Mfunicipalities, Barangays 

100% 

An analysis of a sampling of city expenditures by service
 

object gives a somewhat different lineup explained largely
 
in the varied service role of the city as contrasted to the
 
province.
 

Object As Percent of Total Budget
 

a) General Administration 27
 
b) Administration of Justice "7
 
c) Social and Human Service 32
 
d) Economic Development 8
 
e) Infrastructure 17
 
f) Public Safety 9
 

100%
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Many cities opiu'te public markets, slaughLerhouses and 
water utilities; however, these were not included since
 
the variations between cities serves to distort the results.
 
Moreover, these are opurated much as a public uitility with 
operariuns being supported by income with excess or deficit
 
financed through the general fund.
 

Municipal expenditures are difficult to categorize in this
 
way because of the wide variation, the large number (over
 
1500) and the lack of consistent data and budget docu
nentation. In general, however, municipalities as contrasted
 
with the province spend considerably less (ta4en as a per
centage) on general administration and much less on infra
structure. The municipalities do contribute a portion of
 
the public safety costs and spend more on direct human
 
services like health and social welfare. The larger muni
ciphlities with more: urban concentrations exhibit an ex
penditure pattern not unlike the cities. Barangays are
 
smaller, semi-corporate units with very small budgets
 
devoted largely, to rudimentary health service, social
 
welfare, community development and limited infrastructure.
 
They are dependent on the municipalities and provinces in
 
the rural areas and on the .cities in the urban, semi-rural
 
areas.
 

Both the general pattern o expenditures, as discussed
 
above particularly in the provinces and cities, and the
 
legal requirements for the distribution of the property
 
tax point to the latter's use on activities that are the 
current concern of AID programs: human services, social
 
welfare and infrastructure serving economic needs. Increases 
in property tax revenues, following the pattern indicated,
 
would accrue to increases for these expenditure objects.
 
Moreover, in the municipalities, for example, potential

increases would be relatively greater. This is true be
zause the municipalities, while sharing equally with the
 
province in the distribution of property tax returns, have
 
smaller overhead costs and would thus have more funds avail
able (in the aggregate) for human service and infrastructure 
projec'ta. 

Of-course, there is presently no complete formula that would
 
make mandatory the use of property tax returns.for human
 
service, economic and infrastructure objects. The laws
 
do require certain minimum distribution for development
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But patterns of expenditure have
and for infrastructure. 

as well their own inner necessities brought on by the
 

Thus,

political expectations created in previous budgets. 


for example, provinces and cities contributing to lockl
 

hpspitals will be subjected to immense clientele pressure
 

to keep-and-increase- these expenditure as they will for
 

Each local budget social welfare, schools and roads. 


province, city, municipality, barangay - is passed by a
 

representative deliberative body which, while appointed,
 

reflects a variety of pressures, social classes and
 

Increases that become available through
political needs. 

the property tax program cannot be hidden nor siphoned
 

off against the wishes of these Local bodies.
 

Local officials have in the last year been subjected to
 

an active program of information, training and adminis

trative pressure regarding the proposed property tax
 

has been necessary since the coordination
program. This 

of this program had, as a basic ingredient of its planning,
 
to begin well in advance of the projected loan: pro

cedure, training programs, system of records management
 

.and re-drafting of collection procedures, to 
name a few.
 

Consequently, the projected increases and their use in
 

local budgets are, in a sense, common currency among
 

This is well stated as a matter of
local officials. 

policy in a recent letter from the Undersecretary of
 

the Department of Local Government and Community Develop

ment, which is attached to this report.
 

Many of the PDAP provinces have ada ted long range
 

comprehensive plans; all PDAP units will have plans by
 

the end of CY 1979. And, together with the NEDA regional
 

nade tO bring the non-PDAP proplans, efforts are being 


vinces and most of the chartered cities into the planning
 

Since the plans project spending activities, they
orbit. 

c'an have a positive effect on channelinD property tax
 

increases. For example, Misamis Oriental, a large Mindanao
 

province, has scheduled thei following priority health
 

activities for 1976-1985:
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1976 - 1985 

1st Priority 37 ) 
) 

Activities covering vital 
statistics, maternal and 

2nd Priority 36 )
) 

child care, population and 
family planning; malnutrition, 

3rd Priority 25 )) etc, 

4th Priority 30 ) 

Second and third priority activities can be realized only if
 
increases in the property tax become available after 1979.
 
The plan will enable provincial officials, and the human
 
service constituencies to underline objects for property
 
tax revenue increases. Thus the plan serves as a provincial
 
commitment on the use of these funds.
 

Nor do the intentions as exampled in Misamis Oriental's
 
plan stop at the province level. A recent Mission analysis
 
of the GOP's preliminary Five-Year Development Plan, 1978
1982 anticipates that the planned ratio of local government
 
to total expenditures for economic and social development,
 
which had been pegged at around nine percent during 1974

1977, will increase to twenty one percent by 1982. The
 
GOP expectation, as expressed in plans for central govern
ment expenditures, centers on local government to finance
 
a greater share of social development costs over the next
 
five years. While local governments can expect increases
 
in existing local tax returns and certain central gqyern
ment "redistribution, the real property tax project - and
 
its projected increases - must make a significant contri
bution as well. The national plan, in its owa context,
 
expresses policy pressure on the local governments to channel
 
local revenues into the social development, human service
 
expenditure area.
 

Another element in the commitment to use projected property
 
tax increases for human service, economic development and
 
related infrastructure activities comes through USAID-

GOP project focus on local government. The Population
 
Outreach Project, for example, expects local governments
 
to eventually finance a good portion of the outreach costs
 
while a health project slated for the four provinces of
 
Panay (PUSH) contaiis commitments for increasing reliance
 
on local funding. This is true, as well, of Barangay Water,
 
Rural Roads II and the Rural Service Center/Market Town
 
project: all have built in a specific reliance upon local
 
funding for a growing share of project involvement.
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C. Special Education Fund SEF)
 

Of special note in assessing the human service benefits
 

of the property tax project is its effect upon the
 

Special Education Fund which should more precisely
 

be called the Special Fund for Education. The SEF was,
 

perhaps erroneously not touched on in great detail 
in
 

the PRP or PP.
 

Over and above the one and two percent maximum levies
 

discussed previously, Philippine law imposes an additional
 

one percent levy for the province and the city to be
 

usec solely for education. Income from this levy is
 

divided as follows:
 

Cities
Province 


60% - City
50. - Municipality 

40. - Equalization
207. - Province 


30 - Equalization
 

The "Equalization" portion is re-distributed through 
the
 

central government to poorer proviiices,,cities and municipalities
 

or at least stabilize local school financing.
to equalize 

The SEE funds can be used for barangay schools, teacher
 

salary adjustments, textboo.s, school building repair and
 
The total SEP
scholarships for poverty-bound students. 


(most recent records available) was
collections in 1975 

When the whole country is covered by the
F221 million. 


RIA program, this figure could increase to nearly ?450 million.
 

And the direct beneficiaries in all cases would be the public
 

schools and public school children where the needs are 
the
 

greatest.
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I. IMPACT ON THE POOR 

But even if we are on firm, ground in expecting the results of the
 
RPTA to strengthen the human service part of the local government
 
expenditure pattern, there remains the question on the impact
 
of the tax on the poor. A few points should be made at the
 
beginning.
 

The RPTA does not envisage that the presently applicable levies
 
be changed. All estimates on increased revenues are fixed on
 
the present maximum rates of 1% for the provinces, 2% for cities
 
and 1% for the Special Fund for Education. Even these rates are
 
not always used to the maximum, i.e. some provinces levy below
 
1% while a number of cities levy between one and two percent.

Nor does the RPTA envisage any change in legally sanctioned
 
methods of mapping, assessments or collection. What the RPTA
 
does emphasize is a full, effective and uniform use of the system
 
now available and authorized. Because the present system is
 
applied haphazardly with under assessed and unassessed properties
 
plus discriminatory collections, a startling in-quity has grown
 
up which hurts the small taxpayer who can't dodge payments and
 
alienates his poorer bretheren who lose the social benefits of
 
public expenditures because the tax brings in a-relative pittance
 
against its demonstrated potential. A pilot municipality in Albay
 
for example reported that its mapping survey picked up 167 parcels
 
which had been omitted from the tax rolls since before independence.

Consistently the pilot municipalities have reported increases in
 
their assessment rolls of from 30 to 40. And parcels found have
 
not been the parcels of small or marginal taxpayers. Collections
 
exhibit the same characteristics where low ratios of collections
 
to collectibles plus the rise in delinquencies through non
enforcement increase, in effect, the burden--and thus the inequity-
for the taxpayer who does pay. Periodic changes in assessment,
 
prescribed by law, falls effectively on the man whose property
 
is on the rolls and who pays his tax. On the positive side, a
 
small, very poor city in a southern province, by instituting a
 
trial simplified collection system which applied largely to
 
delinquencies, in one year achieved an increase of 239%, going
 
from .156,000jo ?370,000.
 

The -very-poor do not usually pay taxes; they often live as
 
squatters on public land. 
Others who live in boarded or thatched
 
huts-oi-'private land may pay small rentals to the 
owners. But
 
many-of these drift from place to place, from poblacion to poblacion
 
and-tent-collection is sporadic. Another group who own small
 
houses on small pieces of land are either exempt from taxes by
 
law or pay only a minimal amount.
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Another group who own small houses on small pieces of land are
 
either exempt from taxes by law or pay only a minimal amount.
 

In any event the tax itself, when fully applied consistent with
 
allowable exceptions, is not burdensome. The attached ch 't
 
lists four variations under the law, using current market values
 
and shows the expected tax plus its expression as a percent of
 
current values. In none of these examples does the tax paid


(
exceed 17 of market value and in the B) range (16667-40,007) 
where the poor might venture, the tax is but 7 of 17 the current 
market values! 100 

/ 	 Clearly, in all possibilities, the tax is neither burdensome
 
to the poor nor, in fact, onerous to any taxpayer. Yet
 
effectively administered it could provide substantial inputs into
 
local government budgets and be channeled into human service
 
activities.
 

If we generally relate current market value to relative income,
 
the tax is not regressive but is, in the strict sense, neutral.
 
(See for example Property Tax Reform by G.F. Peterson pp. 4-7
 
and Theory of Public Finance, R.A. Musgrave, pp, 140-142). It
 
was in this limited but proper economic sense that the PP spoke
 
of the tax as "neutral". That this valid characterization made
 
as the result of a careful analysis by a reputable economist sent
 
from AID/W to do the prescribed economic study required by the
 
'anual on PP, should be misunderstood and perjoratively characterized
 
by the APAC pundits does, indeed, boggle the imagination. The
 
tax cannot be characterized as "progressive" primarily because
 
its relative value (tax as a percent of market value--or capitalized
 
income) is negligible. And its "neutrality" affords the
 
opportunity to discuss the "positive" aspects, i.e. the use of
 
the increased returns to pay for human service activities. If the
 
tax were "regressive", the distribution of the resulting increase
for human service activity serving the poor or low income people
 
would amount to taking money from the poor (regressivity) and
 
giving.it.back to them in human service projects (positive
 
benefits). In terms of project design, therefore, a finding
 
that-the tax itself (and thus its more efficient application) is
 
"neutral"'was the sine.qua 
nom 	upon which the project could go
forward.
 

III. SIMNARY
 

We believe a reasonable conclusion can be drawn from the foregoing
 
discussion that--


A. 	The Projected increase in property tax revenues accruing
 
lfo9local governments under the RPTA will bi used in great
 
part for the human'service objects of local expenditures
 
because-
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1. 	Existing law and regulations prescribe that
 
definite portions of the returns, particularly
 
in the province and the barangey must be spent
 
on infrastructure and development.
 

2. 	Existing law sets aside a part of the property
 
tax exclusively for the support of education
 
in the public schools, affecting the provinces,
 
cities and municipalities.
 

3. 	The established pattern of expenditures in all
 
units of local government concentrates significant
 
attention on human services, social services,
 
economic development and infrastructure. Clientele
 
pressure on representative governing bodies will
 
re-enforce these patterns.
 

4. 	Provincial plans have identified human service
 
activities for the next decade that will provide
 
added commitment by the province to use revenue
 
increases to fulfill these plans.
 

5. 	The National Five Year, and the concommitant
 
budgetary pressures growing from it, will focxe
 
local governments to fund human service activity
 
from local revenues.
 

B. 	The poor will not suffer because of the Property Tax
 
Program because--


I. 	Large groups of the poor either do not pay
 
taxes because they are squatters or will be
 
exempt from payment because of small values
 
of land and improvements which they may own.
 

2. 	The tax, when fully operational, is not burdensome
 
to anyone since its actual assessment ratio is
 
low and ite effective rate is similirly low.
 

3. 	T~e RPTA project will eliminate many*inequities
 
in under and unassessed properties ind in 'low
 
collection rates which presently work a hardship
 
on the complying taxpayer; it willin this way
 
relieve the burden of the small taxpayer who
 
cannot as ea3ily evade payments as can the usually
 
more affluent or more influential delinquent.
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A FINAL NOTE
 

A year ago when the APAC approved the PRP we were asked to plan for
 

possible FY 77 implementation. The preparation of the PP required
 

lcng discussions with the GOP. It was imperative, for example, to
 

negotiate an operational agreement between the Department of Finance
 

(DOF), which controls provincial treasurers and assessors, and the
 

Department of Local Government and Community Development (DLGCD).
 

The final product between hitherto "warring" factions we considered
 

a singular accomplishment. Project encouragement then evident in
 

AID/W, the necessity for extensive pre-project preparations and the
 

signing of the Memorandum of Agreement spurred the GOP into increased
 

activity: Introductory training programs were developed and recently
 

carried out during the last four months; participants were trained at
 

the University of California's Institute of Tax Administration to
 

serve as RPTA Regional Coordinators; a new collection system was
 

devised, approved and is presently being pilot tested in the provinces
 

with results to be incorporated in the RPTA project; both DLGCD and
 

DOF have recruited additional staffs 
at their central offices for the
 

to work with USAID's project
RPTA and appointed project managers 


manager. Secretary Virata and Secretary Roio of DOF and DLGCD
 

an important element
respectivelyhave publicly hailed the project as 


in local government development with emphatic speech~s at the
 

March, 1977 PDAP Evaluation Conference. We have, moreover, at AID/W's
 

urging linked the RPTA with the Rural Roads, Barangay Water and Rural
 

Service Center/market projects. (See State 291155, To AID A25)
 

A mountain of effort has gone into the planning and preparation 
of
 

the RPTA by both GOP and USAID. The project is well thought of and
 

consistently backed by DOF and DLGCD; the Mission believes the project
 

is soundly conceived and, given the nature of development efforts in
 

a complex, dynamic backdrop of changes, affords an excellent opportunity
 

for success.
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Annex 	 1-ATAXPROPERTYOF ACrUALE.XMPL. 

LEVY AND COMPARISON OF TAX TO 
CURRENT MARKET VALUE (INCOm) 

(1) 	 (2) (3)
 

Current Market 
 Actual Tax 
 Tax as aetio To
 
Value1 
 Current mar et 

Value: . 2+-

I. Improvements Only
3
 

a) up to 6,667 
 No tax . 
b) 6668 to 40,007 ? 5 - 30 .00075
 
c) 40,008 to 60,007 
 60 -	90 
 .0015
 
d) 60,0k'8 to 100,007 
 120 -	200 
 .0020
 

II. 	 Land value is l00O while
 
improvements are as listed
 

a) up to ?4,667 	 No tax 
b) 4,668 to 38,007 
 ? 5 -	30 .0011 - .0008
c) 38,008 to 60,007 
 60 -	93 
 .0016 	- .0015

d) 60,008 to 100,007 	 123 - 203 
 .0021 	- .0020
 

III. 	 Land value is ?2000 while
 
imorovemerit 
are as listed
 

a) - up..to 2,667 No tax .
 
b) 2,668 to 38,007 
 P 5 -	30 
 .0019 	- .0008
 
c) 36,008 to 60,007 	 60 
- 96 .0017 - .0016
 
d) 60,008 to 100,007 126 - 206 
 .0021
 

IV. 	Land vaTu-e: is"2000 

a) up 't6 60,000 up to 150 .0025
 
b) 60,000 ro 1O0,000 180 - 260 
 .0030 	- .0026
 
c) i00,06-to 150V000 
 310 -	435 
 .0031 	- .0029
d) 150,000 to 200,000 
 585 - 760 .0039 - .0038
 
e) 2000. -to 300,000 =960 -1410 
 .0048 - .0047
 
f) 3OO 00 to 500,000 1710 -2810 
 .0057 	- .0056
g) 5007-000 "o 700,000 3310 -4610 .0066 ....
 
h) 700,000 to 1,000,000 
 5310 -7560 .0076
 
i) 1,000,000 and up 
 8060 	plus 0.8% .0081
 

of additions
 



-12-

Annex 1-A
 

1. 
These values are based on the. optimistic assumption that assessors,

mArket values are understated by at least 50%. 
Land assessment
 
is uniform at 30% while residential levels are scheduled for

improvements only. 
Moreover the statutory schedule of market
 
value levels causes abrupt step increases when passing from
 
one 'level to:the next, 
e.g. from 36,007 to 36,008 increases tax

from 30 to 60:pesos. Thus the percentages, at the breakpoints,
 
reflect minor discrepancies.
 

2. This column shows the tax as 
a percent of current market value.

The resultant figure is 
stated as tenths or hundreths of one percent.

In no 
case does the tax reach 1% of CXV. 
 The latter can be thought

of as bearing a proportionate relation 
to income capitalized in

the market value. 
Thus column 3 becomes an indication of the
 
bearing of the tax on individuatl or household income.
 

3. In many rural areas the house or 
improvement is built 
on land
-owned by someone else; 
the tax is thus levied only against the
 
improvement. Presumably the owner of the house pays rental for
 
the land in cash 
or kind, although many examples have been unearthed
 
to show that little if any rent 
is paid at a "A" level of C"I.
 

Noted, too, is 
the fact that 
line "A" in each of I,II & III shows
 
no tax--a 
result of built-in exemptions in the Assessment Law.
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atmPuu.ic or THE PIIJLIPPINES 

DEVELOPMENTDEPARTMENT OF LOCAL GOVERNMENT AND COMMUNITY 
Quezon City 

13 October 1977
 

Mr. Peter M. Cody 

Director, U.S Agency for 

Internacional fevelopment 

Ramon Magsaysay Center 

1680 Roxas Boulevard, Manila 

Dear Mr. Cody:
 

This is in response to our recent discussions on the ReAl Property Tax 

its expected results. In all our jointAdministration Project (RPTA) aikd 

increases in theplanning of this project we have had in mind the time when 

yield of the real property tax will be used directly by local governments. 

to service the needs of their citizens. Our Department is definitely and
 

committed to see that increases in local government tax resourcescompletely 

coming from the RPTA will be used to benefit those of our people who need
 

come in the form of increased expenditures for schools,
it most. This will 

health sei-vices, nutrition, human services for the young and the aged as
 

which open economic opportunities to
well as for infrastructure projects 

rural peoples.
 

Thus, for example, the special education fund, administered by the
 

Provinces, and financed through the real property tax, would be a direct
 

We estimate that by 1985,
beneficary of the increases in the property tax. 


with the full effect of the property tax increase being felt, this fund 

alone would double from its present total of 9220 million. And the result 

would be felt in cerms of better educatioaal opportunities in the provinces 

and municipalities of our country.
 

But tl-i"s -is-not the on]y area of potential benefit. Lany-of our joint 

USAID-GOP pFojects in population, health and infrastructure development will 

be eventually taken over by lo-al gqvernments and will-recelive increased 

tax Projects within our own Departmentfunds from (hereal property program. 

Water, Rural Service Centers and Rural Roadswill also feel thelike Barang&' 

impact of the RPTA project.
 

the RPTA is a vital link in making- 16cal-governments fiscally-In sfiort, 
capable to ailiver a variety of human service programs-and projects to our
 

people in areas where the need is greatest. Be assured that the Department
 

of Local Government and Community Development as well as the provinces,
 

cities and municipalities involved have a solid commitment to .return the
 

financial benefits of the property tax program to the people in the form of
 
human beings.projects that will better their lives and raise their dignity as 

Sincerely, 1Ii, " 

http:atmPuu.ic


ANNEX I T 

OFFICE AND FIELD COMMODITY REQUIRFF-xTS FOR 
RPTA PROJECT 

UNITS REQUIRED 
REGIONA' 

ITEM DESCRIPTION ADMIN. PROV/CITY PROV/CITY MUNICIPAL MUNICIPAL TOTAL TOTAL COST TOTAL COSTS 
, _SUPPORT ASSESSOR TREASURER DEP. ASSESS TREASURER UNITS PER UNIT ALL UNITS 

1. Typewriter, 13" 
manual 50 384 256 676 - 1366 $180 S245,880 

2. Typewriter, 24" 
manual 50 256 256 676 676 1914 320 612,480 

3. Typewriter, manual 
portable 128 - 128 120 15,360 

4. Calculator, Elec
tronic desk 15 128 128 - - 271 516 139,836 

5. Calculator, Elec
tronic hand 384 - 676 676 1736 52 90,272 

6. Drafting table 200 - - 200, 194 38,800 
7. Tracing table iOO - 100 215 21,500 

8. Drafting equip
ment (set) 200 - - 200 60 12,C00 

9. Lettering set (Leroy) 200 - - 200 117 23,400 
10. Drafting machine 100 - - 00 196 19,60c 

11. Precision 
Pantograph 100 - - 100 457 45,700 

12. Planimeter 200 - - 200 83 16,600 
13. Height finder 100 - - 100 81 k, 160 
14. Stereoscope 200 - - 200 50 [ 10,000 
15. Map Cabinet 260- - 200 215 43,000 
16. Steel Tape 403 - - 400 15 6,00(, 
17. Compass, Magnetic 100 - - 100 80 8,00 r 

18. Mimeograph. Electric 15 ,_- - _- 15 1508 22,62f " 

TOTAL -----



ANNEX II 

BASIC VEICLE SUPPONT FOR
 
REAL PROPERTY TAX ADMINISTRATION PROGRAM
 

FOR EACH PROVINCE AND CITY
 

Units Required-Per Provincecity . 

ITEM DESCRIPTION .	 Prov/City . Prov. City . Total . Unit . Total
 
Assessor Treasurer Units Cost Cost
 , , 	 . z q'd $ $ 

Utility' Vehicle 2 	 1 3 3000 9000
 

TOTAL VEHICLE COST FOR 100 CITIES AND PROVINCES 
(300 x $3000) $900.000 

$900,000
 

75.000
SPARE PARTS KIT 


TOTAL $975,000
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ANNEX IV 

COST ESTIMATX OF 
AERIAL PHOTO REQUIR MENTS 

Land Area - Total Country 30,C00,000 Ha. 

Land Area Having Photo Coverage 25,000,000 Ha. 

Less (1) Metro Manila and Cebu 670,000 Ha 

(2) Photography known to have 
been acquired 4,330.000 Ha. 

BALANCE 20,000,000 Ha. 

THIS PROJECT REQUIREMENTS: 

Printing Unit Cost P1.20/Ha. x P1.20 

P24,000,000 

Total Printing Cost $ 3,000,000 
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ANNEX V 

MINDRAJI"3 OF GRENZENT 

This Memorandum of ASretmmnt made and enLered into in the City
 

ot Queson, Philippines, by and among 
-

The DEPARTMENT OF LOCAL GOVERNMNT AND
 

COIHINITY DEVELPKUNT. a duly organiaed aW existing
 

ineLrumentality ot the Government of the Republic oe
 

the Philippines, with main offices at 
the New City hall,
 

Diliman, quezon City, represented herein by its Sccretary,
 

Hon. Jose A. Roso, and hereinafter referred to as the 

DLCD and
 

The DEPARTMENT OF FINANCE, likewise a duly 

organised and existing instrumentality of the Government 

of the Republic of the Philippines, with main offices at the 

Finance Building, Manila, represented herein by its Secretary, 

Hon. Cesar Virata, and hereinafter referred to as the DOF.
 

WIITNSSETH THAT:
 

WiEREAS, the Government of the Republic of the
 

Philippince, through its 
instrumentalitiea, particulerly the
 

DLGCD and the DOF is currently undertaking massive training
 

and direct technical assistance programs aimed at 
transforming
 

local government units throughout the country into viable and
 

self-reliant commnities ;
 

WHEREAS, the DWGCD, the DO, 
 are satisfled with
 

the results of the implementation of the Real Property Tax
 

Administration (RPIA) system, as 
piloted in the 28 PfAP provinces;
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AJ..A 


I,* .t| ove.rt ciai Level 

KPTA System 


RPTA System 


,iPTA System 

RK,'. System 

(T.-tMapping) 


RPTA System 


RPTA ;ystea 


RPTA System 
(Tax Nipping) 

RIPTA S ste, 
,Asseadment) 


RPTA (R'cords 

convers. on and 

Manageatnt) 


RPTA 


(Tax Collection) 


ACTIVITY 


Implementing Orders 


Organization of 

RPTA Task Force 

Inventory of avail-
able data (aerial 
photographs and/or
 
controlled survey 
saps)
 

Selection of Pilot 

Municipality/District 


Selection of 


Personnel
 

Training of 

Personnel
 

Implementatiom 

Re-Appraisal of 
Property 

Conversion of 

records before and 

after tax mapping 

using "signed
 
Property Index 
Numbers (PIN) 

Actual Collection ot 

7axes using the "One
way tax Collection
 

Approach"
 

"1ENCY
 

Prov'ncial/City 

Governor/Nayor
 

Prwvincial/Cicy 

Council (Sangguniang 
Bayan) Assessor, 
Treasurer, Auditor,
 
PDC & PDO/CDC & CDO
 

Assessior (Tax Nappini() 
Divistons 

Governor, RPTA
 
Task Force, Mayor
 

Assessor, "resurer
 

DOF, DI iCD
 

Assessor's Office
 

(Tax Mapping Division)
 

Assessor's 0f!ice
 
(Appraisal Division)
 

Assessor's Otfice
 
(Records Manajessent
 
Division)
 

Treasurer
 

IN WITNESS WHEREOF. we hereunto affix our signatures this 

day of. Feb.uary, Quezon City. Philippines, in the year of our Lord 

nineteen hundred and sev nty-seven. 

OSE A. RORO CESAP VIRATA 
Cretary, DL&CD Secre;ary, DOF 

*Signed on 9 March 1977 
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ANNU VI 

INITIAL ENVIRONMENTAL EXAMINATION 

fPjoect Location: Republic of the Philippines 

Project Title: Real Property Tax Admiqiitration (RPTA) 

Funding (Fiscal Year and Amount): FY-78 $9.8 iuillion 

Life of the Proiect: Three years following t1o si:,ning of the 
....."Develop.imit Loan Agreemenu 

IEE Prepared by: Robert K. Rogers, Projqct Minager 

Data: Septnmber 15, 1976 

Environmental Action Rcomnmended: Negative Detorminatin 
See page _. i1 the Appendix 

CoAcurrencO:We 

.. Garntt A.Zin'merly, Director 

Da te:AssistantAMinitrator' s Decis ion: 
° az D C hen 
j /. ~o ld . o I/,
 

Approval of0e Jvlron ntal Action Recommended 

Disapproval of Environmental A--tiori RecommendJed 
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A=VI
 

IEE 
-vri 

-2-, 

Contents of Initial Environinental Examination 

I. Examination of NaturMScope and Magnitude of ._vronmen__t _ 

A. Pescription of Proicct 

The project is an institutional development Jolan project which is
 

designod to improve the capability of local goverments to administer
 

the Real Property Tax Code. The purposerof the project is to generate
 

rev.nues to provide additional funds for socio-edoiomic develupmot
 

projects and programs of the local governments. Spocific activities
 

include: identificztion of real property and ownqrshi4 through tax
 

mapping; appraisal 9nd asiassni,nt of real pt~opoty1 records manage

ment; 	and improved :olloction methodi,. 

B. Identification an..Evaluation of Environmental MpaV'Ls 

1.. 	 General 

This project will havo no direct effect upon the human er, .ron

mont, since the finds\ 'on this proposed loan will be sed to strengthen 

ad institotionalize the administrative capaility of locd governments, 

manifested In improved ral propr tax income. Althofth there is 

no assuran: that projects and programs resulting from real 

property tax incone generated by this project will not be detrimental 

Sto the human environment; this is outside the specific &uthorityof 

this project. 
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1EE -3- Appdix __ 

This development loan falls within the general class of 

activities not normally requiring the filini. 9f an Environmcntal 

Impact Statement or the preparation of an Pnvironmental Assess

mant as defined iiParagraph 216. 2 (a) of AID Handbook 3, App 5C. 

II.Recommendation for Environmental Action 

A. Recommen3ation for Threshold Decision 

This pr..,ject will have no significant effect on the environment, 

and therefore a Nugative Determination is 4qppropriate. 
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ANNE V7 

IiACT IDLE:rI'iFCAT ION A111) LVALU,\A.IO;ji OHM 

Impact
Identificaio
 

r,,'
impact Arega rrh .u,-,.:'x :" 	
and 
Evaluation
 

A, IMA USE 

1. Changing the cha.-racter of tile larhd through:
 

a. Incrcasin the population 	 N
.. . --- ---

b. Extracting natural resources ...--.... 
 K
 

e. 
Land cl,4ring - -------------. 	 H 

d, Chanzih, scil character . N 
2. Altorir, natural defenses .. .. e-. . _ _ 

3. Poreclosi,.g iJ,,crtuit uses - .	 N
 

4. Jeopardizizig man or his works 
 N
 

5. Other factor:;
 

None 
 N
 

0. WATER QUALI.'Y 

1.6 	 lclti~ - .. . . .. . . .
t' llt- ------
 N
 

4 ChemioAI fd bioloji.al states 	 N
-... ----- .. 

Is bac6±Gal ba lancu ~1 

hi Oher t ire
 

None
 

I' g.1"
 

1/ Bee ExP.pi66tor fr..this 104m. 

2L/ Use the fol.-lwin spmbols: 	 R No erivirorcent. impact
L , tle environmental. i ..ct
M Z environmental impactPo-rt, 
If- 1 environmental impa'ct
U - ...,,'n eavi ronmenta l JpctAmgaet iZiic - 68 
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ANNEX VI
 

11411ACT IDLNI FICA\.: . ."., L,~ L,',, .~. 

C.ATS"IR
 

N
2 	 Air pi,,. -.........--------------------

L-oe pO - ---. ,-------------- - N 

J&. 	 Other f,,ctors 

D. 	NATURAL REiOUJRCES 

-I.
1. 	Divcrsion, t .- ., o'' w.,-r -----------

. Nfi ient coiritnents .... r2. 	Irreversi.. .,-, , 

3. 	 Other lai lo. 
N
lqu o 


L. 	 WcULrTfAL 

N
.------------------1. 	Altroin6 . '.i1 ybola 

N
"tul tr~-tio ""---------------------2. 	Dilution .... 

3. 	 Othcr f't~r. 

NNo: a 

i'. 	 SOC. ,)W6M6C 

,,t. t s .1.	 Changes zs. :- . : .}, .,.,r p atte r .. . . 

2. 	 Changes lh 1, ... L-------- -- -- -- N 

3. 	 Charges in c,,*.' :.: iatterns-----------N 

Is. 	 3ther actoLr+ 

NNon,' 
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ANNEX VI
 

LVALUAi'oXi:"IMPACT -XDLo 

G. HEAULH 

1. Chul,61.1c : . -! w r;,-.::- . . . . .. .. . N 

2. Elimir~tiz au e y ,------- N 

3. Other fac:z::' 

If. GUNERAL 

2. Con o.'------------------ N 

3. -- - - --- -- -- - - - N-r - - r - - -

N3. Lato 

No, N 

I. OTHlI.5 'iL " ,: 

." r.:;,*cc attuch d ' . . :. 
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PXW DRSCRII'IO
 

REAL PROPERTY TAX ADMINIUSIATON
 

The purpose of this project is to generate additional revenue 
in 56 municipalities and in all city districts (exciuding the city 
of Cebu and Metro Manila). The project purpose of increasing tax 
revenue leads directly to the project goal of strengthening the 
fiscal capacity of local Sovernats to plan amd finance local 
development projects. 

Technically the project consists of four operations - tax mapping,
 
property appraisal/assessment, tax records awmagament and tax
 
collection. The project will be a coordinated effort between the
 
Department of finance (DOF), the Department of Local Cvernment and
 
Community Development (DLOCD) and the USAID,
 

This proposed project is a continuation of pilot project conducted
 
in the 28 Provincial Development Aseistamce Provincas. The techniques
 
and msthods to be utilized by this project have all undergone extensive
 
testing under "field conditions" and have proven to be suitable and
 
appropriate to the present conditions. This project, based on such
 
previous experience, offers an efficient system in which to effectively
 
and equitably administer the Real Property Tax Code as promulgated in
 
PD 464 and codified in the "Manual on Real Property Tax Administration
 
in the Philippines (Assessment Regulations No. 8-75)".
 

The project will be financed by a Development Loan of $10,000,000.
 
Of this amount $8,530,000 will be in the form of Direct Amount
 
Reimbursement. In addition, the GOP will provide additional funding of
 
the peso equivalent of approximately $5,216,000 which is not a part of
 
the DAR. This is the sum total of national and local gmernment inputs
 
for training, travel, personal expenses and supplies, and materials
 
for project implementation.
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ANNEX VIII
 

STATUTOI Y CHECKLIST
 

COUNTRY CHECKLIST
 

Please see "Pest Control" Project Number 492-02888
 

for information herein required.
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A. General Criteria for Prolleg 

1. App. Unnumbered: FAA Sec. 653(b) 

(a) Describe how Comittees on 
Appropriations of Senate and 
House have been or will be 
notified concerning the
 
project;
 

(b) 	 is assistance within (@pera-
tional Year Budget) coumtry 
or international organize
tion allocation reported to
 
Coafreas (or not more than 
$1 million over that figure 

2. 	 FAA Sec. 611 (a)(1). Prior to 
obligation in excess of $100,000, 
financial and other plans necessa
ry to carry out the assistance and 
(b) a reasonably firm estimate of
 
the cost to the U.S. of the
 
assistance?
 

3. FAA Sec. 611 (a)(2). If further 
legislative action is required 
within recipient country, what 
is basis for reasonable expect
ation that such action will be 
completed in time to permit orderly 
accomplishment of purpose of the 
assistance?
 

4. 	 FAA Sec. 611(b); App. Sec 101. 
If 	for water or water-related
 
land resource construction, has
 
project met the standards and
 
criteria as per Memorandum of 
the President dated Sept. 5, 1973 
(replaces Memorndum of May 15, 
1962; see Fed. Register, Vol. 38, 
No. 174, Part III, Sept. 10, 1973)? 

5. FAA Sec. 611(e). If project is 

capital assistance (e.g., cons
truction), and all U.S. assist
ance for it will exceed $1 million,
 
has Mision Director certified the
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(a) C4o0Ittess on Appropriations 
of Senate and House have 
been notified via the Congress
iamal fteeatktiao submitted 
by USAID. 

(b) Yes.
 

(a) Yes.
 

N.A.
 

B.A. 

N.A.
 

-




-2

country's capability effectively
 
to maintain and utiliae the
 
project?
 

6. 	FAA.e. ,09, 619. Is project NbA. 
susceptible of rxecution as part
 
of regional or multi-lateral
 
project? If so, why is project
 
notso executed? Information and
 
conclusion whether assistance
 
will encourage regional devel
opment programs. If assist
ance is for newly independent
 
country, is it furnished through
 
multi-lateral organizations or
 
plans to the maximum extent
 
appropriate?
 

7. 	FAA Sec. 601(a); and Sec. 201 N.A.
 
(f) for development loans. Infor
mation and conclusions whether
 
project will encourage efforts
 
of 	the country to: (a) increase
 
the flow of international trade; 
(b) foster private initiative
 
and competition; (c) encourage 
developmnt and use of coopera
tives, credit unions and savings
 
and loan associations; (d) dis
courage monopolistic practices;
 
(e) improve technical efficiency
 
of industry, agriculture and
 
commerce; and (f) strengthen free
 
labor unions.
 

8. 	 FAA Sec. 601(b), Informarion and N.A. 
conclusions on how project will 
encourage U.S. private trade and 
investment abroad and encourage
 
private U.S. participation in
 
foreign assistance programs (in
cluding use of private trade
 
channels and the services of U.S. 
private enterprise).
 

- 74 



-3

4. FA Sec. 612(b); Sec, 636(h). All local contractual and othr 
Describe steps taken to assure services will be paid out ol 
that to the maximum extent local currencies contributed by 
possible, the country is contri- either the GOP or the U.S. 
buting local currencies to meet 
the cost of contractual and other 
services, and foreign currencies 
owned by the U.S. are utilized 
to meet the cost of contractual 
and other services. 

10. FAA Sec. 612(d). Does the U.S. No. 
own excess foreign currency and, 
if so, what arrangements have 
been made for its release? 
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I. Funding Criteria for Prolect
 

1. eveiopnlmt Assistatce Pro WCL
 
Criteria.
 

a. FAA Sec. 102cA); Sec. 1l1; 
 a) The increased tax revenues
Se,. 2 81a. Extent to which acti-
 realized from this project
vity will (a) effectively involve 
 will allow greater governthe poor in development, by extend-
 mental sponsored development
ing access to econouy at local 
 works to be accomplished by
level, increasing labor-intensive 
 local government thus improduction, spreading investment 
 proving the investment cliout frm cities to small towns and 
 mate and thereby the local
rural areas; and (b) help develop 
 economy.

cooperatives, especially by technical aasistance, to assist rural 
 b) N.A.

and urban poor to help themselves
 
toward better life and otherwise
 
encourage democratic private and
 
local governmental institutions?
 

b. FAA Sec. 103 103A 104 105
 
106.107. Is assistance being made
 
available: (include only applicable

paragraph--e.g., ab, 
etc.--which
 
corresponds to 
source of funds used.
 
If more than one fund 
source is used

for project, include relevant para
graph for each fund source.)
 

(4) (106) 
for technical assistance,
 
energy, research, reconstruction
 
and selected development pro
blems; if so, extent activity
 
is: 

(e) for special development 
 106 funding for special develproblem, and to enable proper 
 opuent problem and to enable
utilization of earlier U.S. 
 property utLization of earlier
infrastructure etc., assistance; 
 U.S. infrastructure, etc.,
 

assistance.
 
c. FAA Sec. lO(a); Sec. 208(e). 
 The GOP will contribute 43%
Is the recipient country willing to 

contriJte funds 

of the cost of the project. In
to the project, and 
 the long run, though, since
in what manner has or will it pro-

vide assurances that it will pro-	

this is a loan project it will
 
bear the entire cost of the
vide at least 25% of the costs of 
 project.
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the program, project or activity
 
with respect to which the assist
ance is to be furnished (or bas the
 
latter cost-sharing requiremet been
 
waived for a "relatively least-devel
oped" country)?
 

d. FAA Sec. 110(b). Will grant capi-
tal assistance be disbursed for 
project over more than 3 years? If 
so, has justification satisfactory 
to Congress been made, and efforts 
for other financing? 

e. FA Sec, 207; Sec. 113. Extent to 

which assitance reflects appropriate 

emphasis on: (1) encouraging devel-

opment of democratic, economic, 

political and social institutions; 

(2) self-help in meeting the 

country's food needi;; (3) improving 

availability of training worker-power 

in the country; (4) programs designed 

to meet the country's health needs; 

(5) other important areas of econo-
mic, political, and social develop-
ment, including industry, free labor 
unions, cooperatives, and Voluntary 
Agencies; planning and public admin
istration; urban development, and 
modernization of existing laws; or 
(6) integrating women into the reci
pient country's national economy.
 

f. FAA Sec. 281(b). Describe 

extent to which program recognizes 

the particular needs, desires and 

capacities of the people of the 

country; ucilizes the country's 

intellectual re4ources to encourage 

institutional development; and 

eupports civic education and train-

ing in skills required for effect-

ive participation in governmental 

and political processes essential
 
to self-government.
 

V.A, 

The ability of local government
 
to finance itself in an adequate
 
manner is crucial to its exist
ence. Therefore the emphasis 
this project places on proper 
aesessmt and collection o
 
property tax (the primary local
 
source of funding for local 
government) reflects appropriate 
emphasis: 1) on encouraging devel
opment of demoretic economi'. 
political and social inatita1tions; 
2) otLer areas of e..oemic, poli
tical and social development. 

Tax revenues are crucial to the
 
effective running of government.
 
Just taxation is a basic form of 
civic responsibility. Thus the
 
project supports civic education
 
and training in skills required
 
for effective participation in
 
goernmumal and political 
processes esseutal to self
govrnit. 
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g. FAA Sec. 201(b)(2)-(4) and-(8); Ye. The project will contribute 
Sec, 201(e); Se~c. 211(a)(1)o(-) and to the on-going effort to ivprove-_J§. Does the activity give reason- the quality of local government 
able promise of contributing to the and the services they deliver. 
development: of economic resources, The Project Paper will provide
 
or to the increase of productive caps- information and conclusions on
 
cities and self-sustaining economic the economic and technical sound
grawth; or of educational or other ness of the project. 
institutions directed toward social 
progress? Is it related to and con
sistent with other development acti
vities, and will it contribute to 
realizable long-range objectives? 
And does project paper provide infor
mation and conclusion on an activity's 
economic and technical soundness? 

h. FAA Sec. 201(b)(6); Sec, 211(a) N.A.
 
(5). (6). Information and conclusions
 
on posetble effects of the assistance
 
on U.S. economy, with special reference
 
to areas of substantial labor surplus,
 
and extent to which U.S. commodities
 
and assitance are furnished in a
 
manner consistent with improving or
 
safeguarding the U.S. balance of
 
payments position. 

2. Development Assistance Project
 
Criteria (loans only)
 

a. FAA Sec. 201(b)(6),. Information No financing from other free
and conclusion on availability of world sources is forthcoming
 
financing from other free-world at this point in time, this is
 
sources, including priate sources 
 not to exclude the possibility

within U.S. 
 of such funding at some future
 

date.
 

b. FAA Sec. 201(b)(2); 201(d). (1) GOP is fullv capable of
 
Information and conclusion on (1) 
 repaying loan, repayment pros
capacity of the country to repay 
 pects are very reasonable.
 
the loan, including reasonable
ness of repayment prospects and (2)Lending and relending terms 
(2) reasonableness and legality of loan very reasonable and pose

(under laws of country and U.S.) no problem under either US or
 
of lending and relending terms of Philippine law.
 
the loan. 
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c. FAA Sec. 201(e). If loan is not 

made pursuant to a multi-lateral
 
plan, and the amount of the loan
 
exceeds 100,OOO, has country
 
has country submitted to AID an
 
apphcation for such Lund& together 
with assurances to indicate that 
funds will be used in an economi
cally and technically sound manner?
 

d. FAA Sec. 201(f). Does project 
paper describe how project will 
promote the country's economic 
development taking into account
 
the country's human and material 
resources requirements and relation
ship between ultimate objectives of
 
the project and overall economic
 
development?
 

e. FAA Sec. 202(a). Total amount of 

money under loan which is going 

directly to private enterprise, is 

going to intermediate credit insti
tutions or other borrowers for 

use by private enterprise, is being 

used to finance imports from pri-
vate sources, or 'As otherwise being 
used to finance procurements from 
private sources?
 

f. FAA Sec . 620(d). If assistance 
is for any productive enterprise 
which will compete in the U.S. with
 
U.S. enterprise, isthere an agree
ment by the recipient country to
 
prevent export to the U.S. of
 
more than 20 of the enterprise's
 
annual production during the life 
of the loan? 

3. Project Criteria Solely for Security
 
Supporting Assistance.
 

FAA Sec. 531. How will this assist-
ance support promote economic or 
political stability?
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Yes.
 

Yes.
 

(1) $1.240 Aillion vill finance 
field and office equipmnt from 
U.S. soices.
 

(2) $1.675 million will finance
 
the printing of existing aerial
 
photos 

N.A. 

N.A.
 



ANNEX IX
 

Project Authorization and Request for Allotment of Funds
 

Philippines 	 Real Propert y Tax Administration 
No. of Project: 492-0298 

Pursuant to Part I, Chapter I, Section 103 of the Foreign Assistance
 
Act of 1961, as amended, I hereby authorize a loan to the Governent of
 
the Philippines (GOP) of not to exceed ten million Uhited States Dollars
 
($10,000,000) to help in financing certain foreign exchafige costs of
 
goods and services required for the project as described in the following
 
paragraph, and to reimburse the Governent of the Philippines by Direct
 
Amount Reimbursement for a portion of local currency costs. The project
 
consists of the installation of a Real Property Tax Administration
 
(RPTA) system in 576 municipalities and 56 cities. The project will
 
provide an efficient system to administer the real ?roperty tax laws
 
in the Philippines. The methods to be used consist of four integrated
 
operations: (I) tax mapping, (2) property appraisal/assessment,
 
(3) records conversion and management and (4) tax colleztions.
 

Of the Authorized Amount, 1.47 million dollars ("Loin") will be
 
loaned to the Cooperating Country to assist in financing -ertain
 
Foreign Exchange costs of goods and services required foi the Project
 
and 8.53 million dollars will be used to reimburse the GC2 for local
 
currency costs. The entire amount of the A.I.D. financing herein.
 
.KiLhorized for the project will be obligated when the Project Agreement
 
is executed.
 

I approve the total level of A.I.D. appropri&ted fundin3 planned
 

for his project of not to exceed $10,000,000 United States Dollars
 
authorized above, during the period FY 1977. I hereby authorize the
 
initiation of negotiation and execution of 	the Project Agreement by
 
the officer to whom such authority has been delegated in accordance
 
with A.I.D. regulations and Delegations of 	Authority subject to the
 
following essential terms and covenants and major conditions; together
 
with such other terms and conditions as A.I.D. may deem appropriate:
 

a. Interest Rate and Terms of Repayment
 

The cooperating country shall repay the Loan to A.I.D.
 
in United States Dollars within forty (40) 	years from the date of first
 
disbursement of the Loan, including a grace period of not to exceed
 
ten (10) years. The Cooperating Country shall pay to A.I.D. in United
 
States Dollars interest from the date of first disbursement of the loan
 
It the rate of (a) two percent (2%) per annum during the first ten (10)
 
years, and (b) three percent (3%) per annum thereafter, on the out
standing disbursed balance of the Loan and 	cn any dule and unpaid interest
 
accrued thereon.
 

b. Source and Origin of Goods and Services
 

Goods and services financed by A.I.D. under the project
 
shall have their source and origin countries included in A.I.D.
 



Geographic Code 941 except as A.I.D. may otherwise aggee in writing. 

c. 
Prior to the date of execution of the Project ALnement,

borrower shall furnish in 
form and substance satisfactory to AI.D.
that a Memorandum of Agreement has been signed by both the Departmentof Finance and the Department of Local Goverrment ant' Community
Development (DLGCD) stating that they will fully implement and pursue
the RPTA project as proposed in the Project Paper.
 

d. 
Prior to any disbursement, or the issuance of any cmitment
documents under the Project Agreement, borrower shall furnish in form
and substance satisfactory to A.I.D., (I) fulfillmen. of the standard
conditions precedent pertaining to the opinion of the Secretary of
Justice and statement of names of the borrower's representative.
 

e. 
Prior to any disbursement, or the issuance of any cmitmentdocuments under the Project Agreement to finance the Real Property Tax
Administration Project, Borrower shall furnish in form and substance
satisfactory to A.I.D., (1) documentation is in order showing receipt
of excess vehicles received and receipt of acceptance by the province
or city;(2) receipts for payment and possession of the aerial photographies or other base source data; (3) documentation by provinces
and cities showing receipt of the "'eed" money; (4) proper documentation
signed and certified that 
tax mapping has been completed; (5) proper
documentation signed and certified that 
tax collections are being made
 
to the RPTA system.
 

Signature
 

Typed Name of Authorizing
 
Officer
 

Office Symbol
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COUNTRY "RJECT PRJC TTLET 

Philippinel 492-0 
 Real Property Tax Adminitr.:tinn 
PROJECT PURPOSE (FROM PRP FACESI4EETI 

To generate additional revenue in 576 provincial

municipalities (approximately 1/3 of total) and in all
city districts in the RP (excluding the City of Cebu 

and Metro Manila). 


Project Actions 


1. 9/15/77 

2. 9/30/77 


3. 10/30/77 

4. 11/01/77 


5. 12/01/77 


6. 1/02h,8 

7. 1/02/78 

8. 1/10/78 


9. 2/28/78 


10. 3/01/78 


11. 4/15/78 


12. 4/30/78 

13. 5/01/78 


14. 11/15/78 


15. 12/31/78 


16. 1/02/79 


Washington approves PP 
(AID/W)

Washington approves Loan Agreement 

(AID/W) 

Loan si-ned by GOP (COP) 

DLGCD places order basic field/office 

commodities (GOP) 

DLGCD begins receive excess property 

equipment (GOP)
DLGCD begins distribution equipment (GOP
DLGCD Order Aerial Photos (GOP)
Begin regional, training local personnel
Assessor's Office (GOP)

Begin Training Photo Interpreters (Pis) 

at UP (GOP) 

End regional training local personnel 

Assessor's Office (GOP)

Begin training collections Treasurer's 

Personnel
Commodities arr:ve Philippines 

Provinces and cities betin tax mapping, 

appraisal/assessment, records Phase 1
 
198 units - Begin Systems I (GOP)

Regional follow-up seminars tax
 
collections (GOP)
 
Tax mapping, appraisal/assessment,
 
records completed Phase I 
 198 units
 
(GOP)
 
Begin tax collections Phase I 
 198
 
units (GOP)
 

17. 


18. 

19. 


20. 


21. 

22. 


23. 

24. 


25. 


26. 

27. 


28. 

29. 


30. 


1/10/79 


12/31/79 


12/31/79 


12/31/79 

12/31/79 


1/02/80 

1/10/80 


2/15/80 


12/31/80 


1/02/81 

2/15/81 


Post Action
 

1. 2/1.5/82 


DATE 

2/17/77 ARVISION# ARV 

Provinces and cities begin tax mapping,
appraisal/assessment records Phase II
 
297 units (GOP)
 
Evaluation Phase I completed (GOP-AID)
 
End training PI's at UP (GOP)
 
All provinces and cities have aerial

photos or otfibr source data completed
 

(GOP)

All excess property received (GOP)

Tax mapping, appraisal/assessmert and
 
records completed Phase 11 
 297 units (GOP)

Begin tax collections Phase I 
 (GOP)

Provinces and cities begin tax mapping,

appraisal/assessment, records Phase III 
(GOP)

Collection statistics Phase I indicates
 
75% CER (GOP)

Evaluation Phase 11 completed (GOP-AID

Tax mapping, appraisal/assessment, records
 
completed Phaoe Ili 
 321 units (GOP)
Began tax collection Phase III (GOP)Collection statistics Phase II indicate
 
75% CER (GOP)
 
Ivaluation Phase III completed (GOP-AID)
 

Collection statistics Phase III indicate
 
75% CER (GOP)
 

AID 102.3 (9-76) CRITICAL PERFORMANCE INDICATOR (CPI) DESCRIPTION 
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DAT9 InFROM _ MANIIA 
 FEB. 7,1977
Replicabilit% ,tn_' Lonp,-Tr:i F'innnci.-1 Viabili:y of 

SUBJEC T - RR 11, Barangay Water and iu,.i i"roperty lax AdiinisqV0±on 
Projects 

REFERENCE - STAT4 291155 

1. 	P'ara I reftel expresses generai 
concern on replicabiliVy an4 long 
term

financial viability coix.o'. to all three projects, i.e. Real Property Tax

Adminitration (RPTA), Rural Roads II 
(RRP II) and Barangay Water (BW).

While these concerns arc 
*.enlt with more specifically in Para 2, 3 and 4
below, response has been rade 
to these general concerns by way of intro
duction.
 

a) 	Desire to define appropriate end point for AID fittancing of
 
these provincial/local activities.
 

The 	specific end points for each of the three pro4ects are
 
indicated in the iRPS, 
to wit.
 

I. 	Rural Roads l'roject I: 1981
 
2. 	Real Property fax Administration: 1980
 
3. 	Burangay Water: 1980
 

Technical asSiSrance, provided either through the loans or 
as
residual activities under the Rural bervice Lenter (RSC) project,

would end in FY 81. 
 Present estimates are that RRP I will be the
last request for AID financing in this project area since Department

of Local Government and Community Development (DLGCD) will be fully

capable of extending program to other than Provincial Development

Assistance ProJUL L.,i?) pr, vinccs. 
 Both ADB and World Bank have

already expressu. i..:4i 
 i:.Laking up where RRP II leaves off.

Septel will discus 
 . atld World Bard potential interest inRural Roads continual,-,. MPTA will not need further AID efforts
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the 	proposed loan expires since the project will be sufficiently demonsafter 

traF~ed as to potential while provinces and cities will have gained ample expetience 

for extens1on to remaining municipalities and districts. Moreover, GOP will be 

ible to use Special Letter of Credit (SLC) from the three loans to finance addi

tional services or commodities necessary to expand these programs in accordance 

with DL.CD policy approved by President (see Para 3 belov). 

Initial response to B1W, however, indicates pent up deman4 and a desire by
 

provinceu to commit increased resources. Should actual program sustain initial
 

momentum USAID may propose extension. But this will hirge directly on the success

ful completion of the loan and, especially, on ability of DLGID and provinces to
 

field local organizations of water users capable of managing these systems.
 

b) 	Long-term strategy of GOP in sustaining project activities after
 
AID-financing terminates
 

This strategy, evidenced by documents, actions pnd policy state

mants is based on:
 

I. 	DLGCD's demonstrated efforts to extend VDAP experience
 

to other provinces.
 

2. 	Use of Presidential Decree 144 (PD 144) discretionary
 

funds as a continuous basis for financing programs for
 

local development.
 
Use of SLC resulting from the three loans to establish a
3. 

revolving fund to carry on reimbursable funding of local
 

infrastructure through sale of SLC-purchased commodities
 

tu local governments.
 

4. 	Use of expanded provincial tax base to fund development in
 

concert with l, 2 and 3 above.
 

Strategy envisages GOP's continued use of PD 144 discretionary funds
 

on a program basis, funneling through the DLWCD in support of local govern

ment programs i.e. rural roads, barangay water, etc. Prgvinces will be
 

able to increase their participation as tax revenues increase, matching
 

the 	latter with fundb nadc available through DLGCD. Provinces which already
 

have participated in PDAI" and loan-supported programs, having increased
 

revenues and needing equipment for the maintenance of infrastructure, can
 

purchase new equipment offered through the loan-generated SLC. Purchase
 

monies, in turn, will be available to finance additional provincial infra

structure and will compliment the PD 144 discretionary funds.
 

o issues raised in parn 2(A) of reftel, we point out that construction
2. Eeplying 

i3 financcd by the provinces and reimbursed by the central government agency,
 

DI4CD, out of appropriated PD 144 funds. While the province initially funds
 

the construction out of its own resources, especially in rural roads, 15% of
 

of the project cost is grant from the central government. The province is then
 

Lhrough th DLGCD. But the Department
reimbursed up to 75% of the proiject cost 


UNCLASSI VIED
 
CLAN 6 '1 , I 



AIRGRAM DEPARTMENT OF STAT AIRGRAM
 
CONTINUATION 
-
 . C LA"I.a. ,o.N S"SSMANILA TOAD A 25 ---UNCLASSIFIED. 3 

does not receive a direct reimbursement through the loan. Therefore, insofar as the
DLGCD is concerned, its participation in loan projects represents 4 direct expenditures

from its avalable, appropriated resources. 
 But the loan, througl4 the SLC, supportsand strengthens the program by making it possible to purchase needed commodities
 
to be sold to the provinces, 
 the receipts from which will support a ;revolving fund to
be used for aIditional infrastructure projects. 
 (See Section 3 below and Attachment 
A). 

Turning Lo tie question asked at the end of para 2(A) rf-tel, when #he province appropriates funds from own sources, it 
 is actually using some funds allpeated to it fromthe central gpvernment as well as from local sources for the provxce financial picture

is a kaleidoscope of centrally distributed general and categorical grnts, shared-taxes,

rcdistribute4 collections and locally raised revenues. 
 An analysis of selected budgets

.-hows that 64% of provincial 
revenue comes from the central govsraument while 36%is raised from local sources, i.e. property tax, fees and fines, reqeipts from local

enterprises qr operations, 
 etc. Thus the "provincial share" includqs a portion of

central government funds. 
 Hcwever, this is not a paper transactiop since the revenues are given according to an overall formula without appreciable restraint on their use.

Consequently, the central government, 
 though contributing conside:rably to the provincial budget, does it,in the same manmer as general revenue sharing in the United

States, to encourage local choice and to strengthen the capacity of local governments

to determine their own objectives. In fact, then, significant progress has been 
accomplished to develop and encourage a routine of GOP budgeting and funding for provincial
ievelopment activities and USAID/PDAP have made substantial contributions in this area. 

3. Para 2(B) of reftel breaks down into three questions which we shall deal with
 
eeparately.
 

a) What assurances do we have that the fund, once activated, will remain 
an effective channel of central government support after the AIDloan 
terminates? 

The assurances we have are based on the present view of the Budget
Commission (BC) and the policy guidelines enunciated by DLGCD, The BC,which plays a major role in the allocation of discretionary money, has endorsed 
the four proposed projects submitted by DLGCD/PDAP, ie. RRP 1,BW,

RPTA and RSC, and has allocated twenty million pesos to the DLGCD for
 
FY 77 to fund non-reimbursable "start-up" costs, 
e.g. training, survey
and planning, seed monies for RSC projects, while continuing support for
 
the reimbursable and grant portions of Rural Roads I. 
 Further, the BC

has endorsed the "program" 
oriented approach of the DLGCD/PDAP/USAM

proposals agairst the scattered "project" application that has been heretofore
 
used in allocation of this discretionary fund.
 

UNCLASSIFIED
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The President has approved DLGCD's proposal to use th SLC under the 
RRP I loan to create a revolving fund for local infrastructure development.
Using the SLC, DLGCD Would purchae construction equipment in the United 
States, sell the equipment to eligible provinces at cost and depor it the funds
received to a special account reserved for the future financing of rural infra
structure projects. We will be working toward establishmert of the same
principle in the RRP II, BW and RPTA loans as well. These 4ctions represent
subst4ntlal commitments by the GOP to continue the impetuis gained under 
AID supported projects and give concrete assurance in the form of policy
decisions of the intent to use available funding, including thq discretionary

portion of PD 144, in support of provincial developnment activities. Copies
of the BC allocation docunicnt and DLGCD's policy paper on the use of SLC

with the Presidential Endorsement are being pouched with this airgram.(AttachmentB)
 

A further evidence of the commitment, or at the least pLGCD's effort 
to obtain commitment from the BC is shown as Attachment C. This chart 
snows DLGCD needs for PD 1afunds to support the proposed USAID/DLGCD
projects, ie. RRP II RPTA/aiBW for FY 1977-1982 The chart was sub
mitted to BC by DLGCD as part of their budget submission and, as noted, 
BC granted the 1977 portion. 

b) Should we seek a GOP commitment or addition of special language to 
the Decree that governs use of the funds? 

We do not advise either of these proposed actions. We believe that 
commitment by BC and the presidential endorsement of the SLC discussed
above augur well for the future and.would prefer to strengthen these actions 
through contacts and exchanges-of-understanding as the prjects proceed. 

The decree which sets up the discretionary fund, PD 144, is mainly
concerned with the formula by which central funds are distributed as general
grants to all local governments;.it was signed only after a long process of
discussions and trade-off, [etween various factions, An amendment of the
kind proposed by AID/V wo, Id reopen old wounds, and retrace the bargaining 
on internal issues which, inthe end, could be detrimentaL to the process in
'orporated in the present decree. 

However, we will seek a definite commitment in the loan agreement bywhich results from the RPTA are tied directly to continuance of the RRP 11,
BW and RSC. The GOP, an.: .rticularly the Department of Finance (DOF),should commit itself to an operriting policy o- increasing local tax collections
wi#-hin agreed upon goals. Vxli4 

property tax are not within acceptable lvoJt.., 


This, for exampo, if c collections from the 
t:, th Lloans and grants affect-,

Ing Rural Roads 1, Barangay Wiater znd thL -'.ral Service Center would be reduced,
.*,*, ,.x ,elininated, accordingly. JN\SWIED 

http:governments;.it
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'h III the loan doclant 4rp wouldprobably emerge pouchcd ii,more general lanlguage, Neverthe~eea, wo feel it
miportnt to usq p st iItALaLion of this nattire to elicit a definite oamnitmnent 
on the part of thp GOP, particularly the Department of Finarca9 t14t gene
ration pf local t:ges is an integral part of all three of these prcapt 

c) Can we reas9jbly. expect provincial demand for central gove Tmnt f._ 
to be an eff0ct ,. of su, Lain;.~:, this resource flow" 

?ep. Given the BC's conimijment referred to previously gn

pre.idcntial endorsement of DLGCD's policy statement, 

tM
 
provineW demand,

mithis context, will bc " i,,.tof iective means of sustaining the flow pf
resources. This is particUlarly true if requestsare made anl projecta pre
sented on a program basis. And the whole approach of USAID, PDAP 4
 
the DL{3CD is geared t: !,1t cnd.
 

4. Para 2(C) in reftel has raised questions on the use of the diE-cfetionary fund
and its rel tion to tho absence or presence of local administrative capacity. Wepreface our response with some bacl.;ground on the discretionary fund. 

PD 144 was passed in 1973. ThC decree sets up a formula by which internal revenuecollections are redistributcd to the local governments in much th? same way as
 our own General Revenue Sharing Act 
operates. The formula in Pp 144 is a revision
of previous methods used for the appoi-tionment of monies to the local governments
 
and, as noted, was the rLs.uIlt of arduous negotiations. However, a new feature ofthe apportionment, conto~n, 3 ini Section 7, is the reservation of % of these collections from national internal revenue taxes.for use, at discretion of the President,

as financial aid to local governinents. This "discretionary fund" was not invoked
until the following year, i. FY 74 and thus has a very short history of operations.
At the same time, the BC Ihrotglh
tvcnt its own reorganization and only in thelatter half of 1976 did a icon:titutd BC come to the fore. Under its new look,the BC created a Bureau o,:. -
 overni,rr vhich has since became the Presidential
guide in allocating theb. 1 Lioray uends. iRRP I was one of the first programsto receive fund allocations Liru,.. h DLGCD, providing "seed money" and reimbursablefunds to participating provinces. In ailocatin2 additional funds the BC has struggled
iVith establishment of crit'rw 
te iudgc whaL projects should be funded. It was duringthis period that DLGCD and PDAP mad, tnuir representation to BC for support of
the four projects. Presen:. compleve prgrams, 
 these requests harmonized
with the BC's desire to ellnu;arte individual aliocations based on hundreds of small

projects submitted helter-_,.Ur,:r by individual provirices, 
 cities and municipalities. 

The restricted use of th i ..r .:...Iy to its fledglingcharacter, the reorganiza, . o:. o- . : , ;stablishing suitable 
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criteria to sift through individual project applications and the reluctance of theBC to grant funds in an uncoordinated, unprogrammed manner. But the BC respondedfavorably when DLGCD/PDAp presented their program apprpach to service theclevelopmental needs of local governments, demonstrating that local governmentshave the administrative capacity to carry out individual projects if'ogether under an interlocking, they Were tiedwell conceived program bolstered by a system of
coordination and local capacity bL! 
 ding. 

We conclude, therefore, that the issues raised in para 2 (C) have alr&ady beensuccessfully addressed in practical terms directly with bC AM DLGCD/PDAP. 
5, AID/W question regarding demonstration of real and substantial additional resourcesmade available by AID loan is, we believe, answered in the PRPs for the three projects
which have gone into detail 
on these resources respecting,vehicles, technical assistance,equipment, tax map improvement, training, organlizational development,operating manuals, etc. If there are more specific areas that AID/W wants covered,wa would be glad to respond. Respecting resources to be made available by GOP,th, se have been translated into funding requirements as prcjection for the years
1977 to 1981 and are shown ottach t D. 
 This data, too, is based on thePRP submissions, Incl:tded as well is funding for the reimbursable portion of eachof the three Igajs biped on the jus iZICation as real expenditures included in Para 2above. Howevaf, th@ pqoected increases in property tax revenues, contained in thePRP for RPTA, axe not icluded as sjh.

projects much 9 
We expect that in the latter years of thethis w&J be used in funding the provincial costs shown while the
p-rovince paynients for SLC equipment 
may also be f urther2d by property tax revenues
a-id are thus, in theory, contained in the projects for SLC revolving fund deposits.
 

W. expect that betwiun ncw and tne conclusion of the PPs and negotiations for
inclusion of these details into the loan agreements the figures submitted may change.
We shall, at that time, make the necessary revisions in our estimates. 

6.. We appreciate the concern our AID/W colleagues have shown in these projects.
We 
are also mindful of AID, W assistance in giving usdeveloping the PRPs and the PPs. 
PDS contractors to assist inHowever, we hope that AID/W will also considert'ne cumbersome nature of the new programming process which has taken the combined
tVme of nearly all the assigned technicians and program managers in Provincial
"''-velopment, since last spring when this

stirrted. During this time we 
involved and complicated process was
havc been internittently involved
of development, in the actual work
 

th Pew pxjects. 
in servicing ongoing projects and laying operational foundations for
We tremble to face the cascade of paper work, guidance, questionsand tracking system maintenance that will uif old when the PPs are submitted and 

UlNC LASS iT'ED 
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fear for the result when we place our real work once more ip limbo as we treat
 

with the totality of documentation.
 

While we understand the demands that management has placpd on the program process, 

the need for better project design with more detail and quantifiable data, the process 

has been so expanded that it is a burden, not a help. In short, the "front lines" of 

development are being strewn with obstacles of our making. Can't we simplify the 

procedure so we can get on with the work at hand? 

Attachments: a/s 

SULLIV 
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ANNEX XlI
 

ECONOMIC AKALYSIS
 

TABLE A. 
BENEFIT COST: FOR AGGRCRATE TAX UNITS
 

Total taxing units in the nation number 1680 (excluding the major

itieR of Metro Manila and Cebu). 
 For the 816 units in the initial project,


-heir present level of tax receipts, without the project to improve tax

*evenues, is forecasted as 
follows, along with estimated operating costs and
tipical capital invested in social ser'1ce prkjects. A comparison is made
 
of the with-project case.
 

ESTIMATED CAPITAL AND OPERAT!.G BULGETS OF TAX UNITS
 

INITIAL PROJECT PERIOD 
 1977 1978 1979 1980 1981 
(Without Project) 

?. Number tax units 
 I/ 816 816 816 
 816 816
2. Normal tax receipts (PO00) 63039 64930 68885
66878 70951
 
. Average tax receipts (p) 2/ 77253 79571 81958 84418 86950
 

4. Operating costs of projects (%) 65 65 65 65
5. Aver. Oper. coats/unit 2/ 50214 51721 
65
 

53272 54871 56517
 
t. Capital balance in projects (P) 27039 27850 28686 29547 30433
7. Annual increase in capital (P) 
 - 811 836 861 886
8. Comilative increase capital (P) 
 - 811 1647 2508 3394
 

(Rith Project)
 

Number tax units 
 3/ 816 816 816 816 816
Added tax receipts/unit (P) 
 0 0 
 28553 71323 119240

Cumul. increase/unit (P) 4/ 
 0 0 28553 99876 219116
New total capital/unit (P) 
 0 0 57239 100870 149673
% increase in capital (%) 0 0 99.5 241.4 391.8
 

48.57% 
of 1680 total tax units. Receipts rise at 3% annually through
 
10-year period.
 

2/
Rural Service Centers, Rural Village Water Supply, Rural Roads, etc.

(oper. coats include administrative, professional staffs, supplies, other
 
non-capital expenses).
 

2/
Spread over 816 units on average. Time-stage in financial analysis is for

198 in 1978, 495 in 1979, 816 in 1980. 
 Added receipts shown above are

those generated by only these numbers as 
shown in financial analysis.
 

Added tax receipts and those n-rmal 
(without the project) available to
 
the capital budget (line 6).
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Annex XII 

TABLE B 

($000) 1977 1978 1979 1980 1981 TOTAL 

Aerial Photos 1,500.0 1,500.0 
 3.000.0
 

Reimbursemenrs 742.5 1,361.25 1,575.0 401.25 4,080.0
 
Basic "quipment 735.0 
 735.0 1,47n.0
 
Training 110.1 110.1 
 220.2
 

Typewriters 50.0 50.0 
 100.0
 

Personnel 254.9 594.7 
 594.7 595.0 2,039.3
 
Materials 739.2 739.2 
 739.1 739.0 2,956.5
 
Seed Money 375.0 
 375.0
 
Vehicles 487.5 487.5 
 975.0
 

?'I . = 

TOTAL 4,251.1 4,959.0 2,695.05 2,909.0 401.25 15,216.0
 

1977 1978 1979 1980 1981 1982 1983 1984 1985 1986
 

Benefits (1000) 0 
 0 23,300 58,200 97,300 97,300 97,300 97,300 97,300 97,300
 

Present Value at 15% Discount (000)
 

1977 1978 1979 1980 1981 1982 1983 1984 1985 1986 Totals 

Costs US$ 4,251.7 4,312.3 2,037.7 1,912.7 229.4 - - - - - $12,743.8 0101,95 

Benefits Pesos 0 0 17,614.8 38,29,5 55,65.6 48,358 42,034 3 6 ,585 31,817 27,633 IP297.993 

B/C ratio: 2.92 Internal Rate exceeds 50X
 

Date Prepared: 10 June 1977
 

http:2,695.05
http:1,361.25


Annex :., 

TABLE C, BENEFITS DISTRIBUTION BY 1;.NE-'ICIARY 

Number of fam.lies in the poverty class, nationally, may be ranke by degra9 
of poverty, and according to proportionate numbers in the '.risdiction'iof the 811 
:ax units of the initial project: 

816 TAX UNITS: POVERrY POPULATION (PIOPORTIONAL TO NATION) 

INCOME SHORTFALL % o EXUIVAL. TOTAL 
".NCOMN NUMBIR NUMBIR BELOW KINIMIN WELFAKE COST OF COST OF 
CLASS A FAMILY PERSON POSSIBLE 

- 500 151495 860 1304 229 10.54 14.14 2t772 
- 1000 352518 2002 1255 221 12.13 16.81 53682 
- 1500 355432 2019 1208 212 12.72 26.97 54448 

2000 343778 1953 1208 212 13.71 29.06 5674
 
2500 279684 1589 1119 197 14.36 28.29 44942
 
3000 235983 1340 1022 178 15.00 26.70 35788 

- 4000 364172 2068 861 152 16.07 24.42 88931 
5000 218503 1241 730 128 17.14 21.94 27230 

- 6000 145669 827 659 116 18.38 21.32 17640 
- 8000 186456 1059 531 93 19.76 18.38 19466 
-10000 104881 596 198 35 21.73 7.60 452 
TOTAL 2738571 15555
 

As 7. 94%
 6/
 
ANNUAL TAX RECEIPTS ADDED TO CAPITAL BUDGETS OF 816 TAX UNITS 

1977 1978 1979 U80 1 12 1984 1985 1986 

Pesos 000 0 0 23300 58200 97300 97300 973000 97300 97300 97300 
hs . Demand-500 112 280 468 468 468 46e 468 468 

-500 to 2000 12 31 52 52 52 52 52 52 
"T(:AL DEMAND 5 14 23 23 23 23 23 23 

National: 6347000, minus IMrila and Cebu families a 348694 (Popu. 1980582/ 
5.68 per family).
 

Families x average 5.68 persons per famil.y.
 

3/

Prom table E-3, items: Utilities (vater; amitation lixghts), transportation
(Rural Roads), medical (medical and dental services) a estimated 3/7 of 
item categories other than fooA beveragei tobacco. This propoxtion a 42.86. 
of sum of 3-column categories in Table E-3. Calculation of above column 
is 42.86% x 3-column sum in each income class a 7 o local welfare possible 
out of tax re-spending on expected projects. Ripint level of welfare by 
income class reflects rising proportionate latent demand in categories 
other than food (see Table E-3), as income rises. 

i/Percentage x income shortfall e p , from E-3 Avg. expenditures minus
 
average Imcae.
 

_/Prior column costs x 5.68 persons per family x number families
 

6/As given in financial forecast.
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TABLE D. LIKELY SPENDING DISTRIBTION OF TfX _FUNDS O W AIK&PROSABLITy .BY ICOME CLASSLYU 

Year 
Funds 
e 

(f)-(19.15) 
-500 

(21.15) 
1000 

(18.90) 
1500 

(16.90) 
2000 

(23.90/4 Squal Allotment) 
250 3000 4000 5000 

(P00) (P000) . 

1979 23300 4462 4928 4404 3936 1392 1392 1392 1392 
1980 58200 11145 12309 11000 9836 3477 3477 3477 3477 
1981 97300 18633 20579 18390 16444 5814 5814 5814 5814 
1982 97300 "- 11 #1 to 
1983 97300 iiIt of t 

1984 97300 " of it ti II tt 

1985 97300 I o to of 
1986 97300 to o of" . 
TOTAL 665300 127405 140711 125744 112438 39751 39751 39751 39751 
% 100 19.15 21.15 18.90 16.90 5.97 5.97 5.97 5.97 

l1(f) a Relative demand levels, using person populations and I totals stated in %: 
-500 1000 1500 2000 2500-5000 TOTAL
 

Popul. Number 
 860491 2002302 2018854 1952656 6238582 13072885
 
Popul. % 6.6 15.3 15.4 14.9 47.8 
 100.0
 

+ Relative Urgency of Active Demand (Aggregate Index I as relative 7):
 

7. 31.7 27.0 22.4 18.9 0 100.0 
SUM: 7 38.3 42.3 37.8 33.8 47.8 -
Divtued by 2: M915 21.15 18.90 16.90 23.9 100.0 
(i.e., Average)
 

The income class 2500-5000 is 47.8 of population demand, but declines to
 
23.9 after calculation of Item I effect: aggregate relative index of urgency.

This index for lower income levels adds greater weight to degree of influence
 
,.)of low income groups. Re-ranking after incorporating "urgency" factor
 
(i.e., dividing all groups by 2) produces new lower level demands by 2500-5000
 
broup, for which groups amounts expended by tax units are shared equally.
 

This means more urgent demands by lower income groups (which are equal to
 
relative shortfalls in minimum needs for expenditure) prompts these groups to
 
more aggressive pursuit of welfare. Their frequency of appearance at/for

welfare services is modified by their population numbers in each income class.
 

Presumption of total spending of tax proceeds newly available derives
 
from coverage by normal tax receipts of all operating coats, and rising surplus

capital in the "without" case. In such a case, no dilution is experienced, and
 
all new funds are directly available for new capital projects or expansion of
 
'xisting ones.
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Annex XII
 

TABII 
E. DISTRIBUTE) BENPFUT-CONT TABLIDISTRIBMFION Or awhEITS DEIIVID By TAEKT POVERTy kHOupsVALATION OF DImujIfl ty c--mogps 1glOVu 
00)mITs Y INCOfl cLAssl(Po0) 

YEAR TrOTAL5oo 1000 1500 2000 2500-50oo BENEFITS".977 16280 
 0 0 0 0;978 24959 0 00 0 0 
 0
1979 23030 
 5979 6357 
 5461 4883 
 5568
1980 24633 28248
14934 15878 
 13640 
 12197 
 13908
1981 3009 70557
24968 26547 
 22803 
 20390 
 23256
1982 0 117964

23256 117964
1983 0 


" 117964
1984 0 
 " " 
 " 117964 
1985 0 
 " 117964
 
1986 
 0 "" 
 " 117964
 
Total Value: 
 170721 181517 
 155919 
 139420 
 159012 
 806598
 
, istribytion: 
 21.16 22.50 
 19.34 17.28 
 19.72 
 100.0
 

DISCOUNTED COSTSAJRD BENEFITS AT 15%:

(P)00) 197I7 
 J 1979 1980 1981 1982 1983 1984 
 1985 1986
COSTS 16280 21714 17411 
 16208 1721 


0 0 
_-
BENEFITS 
 21355 46426 
 67475 58628 
50960 44354 
 38574 33502
 

TOTAL COSTS 
 73334
 

TOTAL BENEFITS 
 361274
 
B/C _ATO 
 4 4 .9 INTERNAL RATE EXCEEDS 50% ith-B/ RATIO1.9
 

1. 
FROM ITEM II TOTAL AGGREGATE IND1C OF TIME PREFERENCE (INCL. RELATIVE URGENCY):
CLASS 
 500 ].000 1500 
 2000 2500-5000
 
1. INDEX 
 10.28 8.77 7.26 
 6.11 (Valued as received)
2. 
VALUE OF INDiK AT MIDPOINT OF TOTAL SHOWN (P2500 LEVL):

3. 
NO. OF TDIS 
 1.34 1.29 1.24 1.24 
 1.00
 

(As reteived)

The spending distribution of preceding table is multiplied by value of
.tem I 
index at midpoint (no. of times the actual amount 
spent) as valued
,y group receiving benefit. 
 Costs shown are estimated costs of the initial
project, and benefits flow is the same annual rate as shown in preceding
table, for ten years, to each income class. 
 But different values to each
group reflect individual group valuations, including general tivae preference
hl.,gher 
than the cost outlay to tax units.
 

The internal rate of return exceeds 50Z, and the distributional benefits
are seen to be in accord with relative need.4nd relative numbers.
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ANNEX XIII 

TABLE A. COMPARATIVE ANALYSIS: NUMBERS OF FAMILIES BY INCOME CLASS (1971)
 
AND NUMBER OF TAX RETURNS BY INCOME CLASS (1973)
 

INCOME 
CLASS 

(Peso$) 

-2000 

NUMBER 

FAMILIES 

( 000 ) 

2617 

% 

41.7 

GROSS 

INCOME 

(Pillion) 

2959.4 

% 

12.5 

INDIVIDUAL 

TAX 
RETURNS 

(No.) 
445300 

% 

57.42 

GROSS 

INCOME 

(Paillion) 

2587 21.91 

% TAXPAYES 
TO FiAKILIE! 

% 

17.02 

2000-4000 1922 30.3 5528.1 23.3 140994 18.18 1519 12.87 7.33 

4000-6000 791 12.5 3836.3 16.2 67859 8.75 1072 9.08 8.58 

6000-8000 403 6.3 2769.2 11.7 36459 4.70 788 6.67 9.05 

8000-10000 226 3.6 2017.5 8.5 21166 2.73 569 4.82 9.36 

10000-15000 234 3.7 2811.2 11.8 26978 3.48 1020 8.64 11.53 

15000-20000 71 1.1 1220.2 5.1 12996 1.68 732 6.20 18.30 

" 20000 / 81 1.3 2572.2 10.8 23769 3.06 3519 29.81 29.34 

T 0 T A L 6347 23714.3 775521 100 11806 100 12.22 

NOTE: Tax return data above excludes aliens. 

SOURCE: FAMILY INCOME AND EXPENDITURES: 1971, Series 34, BCS Survey of Households Bulletin: 1973 Income 

Tax Report. 
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TAM B. NWBER OF FAMILIES NOT PAYING INCOME TAX 
BY SIZE OF FAMILY AND BY INCONE CLASS
 

(1971-1973 DATA) 

(IDENTIICATIOU OF FAMILIES HAVING NO TAXABLE INCOME) 

BY INCOME CLASS, NUMBR OF FAMILIES (000) 
,ers.ns % Failie 

(000) -2000 
2000 
-" 

4000 
-6000 

6000 
-8000 

8000 
-10000 

10000 
-1L5000 

15000 
-M 200 

1 1.81 100.9 69 21 4 2 1 2 0 2 
2 6.92 385.4 228 97 30 13 5 5 2 2 
3 11.61 646.9 337 189 59 24 15 11 5 5 
4 14.89 829.5 367 273 79 41 25 25 7 10 
5 14.63 815.5 346 250 90 52 29 32 8 8 
6 13.47 750.5 308 221 97 54 25 29 7 7 
7 11.58 645.2 236 197 96 45 26 31 8 7 
8 11.01 613.6 213 202 91 40 25 23 7 10 
9 5.56 309.9 98 84 58 26 17 17 5 3 

104 8.49 473.1 93 149 88 55 28 30 12 16 
YOTAL:A 

(000,1
TOTAL: B 

GROSSINCOME(Paillion) 

5494.0 

5571.5 

11908.3 

2295 1683 

2171.3 1781.0 

372.4 4009.1 

629 352 199 

723.1 366.5 204.8 

2764.3 1981.2 1448.5 

205 

207.0 

1791.2 

61 

58.0 

488.2 -

70 

57.2 

946.8 

Method: 
 Total families not paying taxes in each income class derived by subtraction
of tax returns from total families (assumes 1 return per family among those

paying).
 
I. 
From tables, the % distribution of no. of persons per family by income
Cla4s was 
used to derive actual numbers above.
2. 
Due to non-rounded percentages used in column 2, and rounded percentages
used Col. 4-10, two slightly variant column totals result, as 
shown.


The "A" column totals are additive - after distribution
The "B" column totals are derived from prior tables as the original
ba 
 for the matrix distribution. 
both are approximate.

3. 
Gross income shown is the residual income remaining to non-taxpaying


families after subtraction of taxpayers' gross income from total.
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TABLE C. TOTAL NUMBER OF FAMILIES, AVERAGE 
BY INCCME CLASS 

INCOME 
- 1971 

AND EXPENDITURES 

INCOME 

(P) 

CLASS NUMBER 

FAMILIES 
(000) (.) 

7, IN 
CASH 

INCOME 
AVERAGE 
(PESOS) 

. of 
TOTAL 
INCOME 

AVERAGE 
(PESOS) 

* FOOD 
BEV. 
TOB 

HOUSE 
UTILITIES 
PORN. 

CLOTH. 
TRANSP. 
MEDICAL OTHER 

Under 500 

500-999 
1000-1499 

1500-1999 
2000-2499 
2500-2999 
3000-3999 
4000-4999 
5000-5999 
6000-7999 
8000-9999 
10000-14999 

329 

767 
773 

748 
611 
517 
794 
475 
316 
403 
226 
234 

5.2 

12.1 
12.2 

11.8 
9.6 
8.1 
12.5 
7.5 
5.0 
6.4 
3.6 
3.7 

35.9 

47.4 
56.9 

62.9 
68.1 
72.3 
76.2 

77.0 
79.7 
84.1 
82.0 
84.6 

337 
754 

1250 

1743 
2245 
2744 
3446 

4452 
5455 
6866 
8909 
11994 

0.5 
2.4 
4.1 

5.5 
5.8 
6.0 

11.5 

8.9 
7.3 

11.7 
8.5 
11.8 

1641 
2009 
2458 

2951 
3364 
3766 
4351 

5182 
6114 
7397 
9107 
11954 

75.4 
71.7 
70.3 

68 
66.5 
65 
62.5 

60 
57.1 
53.9 
49.3 
47.4 

12.4 
14 
14.2 

14.6 
15.2 
15.6 
16 

16.4 
17.3 
18.1 
21.5 
22.6 

7.6 
9.2 

10 
10.7 
11.4 
11.7 
12.3 

12.8 
13 
14.3 
14.5 
14.7 

4.6 
5.1 
5.5 
6.7 
6.9 
7.7 
9.2 

10.8 
12.6 

13.7 
14.7 
15.3 

-. 

' 

8 15000-19999 71 1.1 84.7 17092 5.1 15832 43.2 14.3 15.1 17.4 

20000 / 81 

6347 

1.3 84.1 

77.1. 

31746 

3736 

10.8 18915 

4479 

37.1 

58.7 

26.7 

17.7 

15.4 

12.5 

20.8 

11.0 

Pesos (mill.) 23,714.3 

Median 2454 

*Expenditures alleged to 
° exceed income in classes under 500 through 9999: Method assumes "apparent" demand 

rather than effective demand, due to estimated minimum average needs from household survey. 

Sources: FAMILY INCOME AND EXPENDITURES: 1971, The BCS SURVEY OF HOUSEHOLDS BULLETIN SERIES NO. 34; 

SHARDIC IN DEVEOIHET, INT'L LABOR OFFICE, GENEVA, 1974. 
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TABLE D. FAMILIES BY IIC OKE CLASS, BY MAIN SOURCE OF INCOME. AS PERCENT (I) 

INCOME CLASS 

500-2000 

2000-5000 

5000-10000 

IriO0 

NUMBER (000) 

WAGES 

SALARIES 

24.4 

46.0 

21.4 

8.2 

2727 

O-AGRIC. 
BUSINESS 

34.0 

38.1 

18.0 

9.9 

780 

AGRICULTURE 

62.0 

30.. 

6.3 

1.4 

2455 

CROP 

SHARES 

53.9 

28.5 

11.8 

!1.8 

107 

RET 

25.0 

21.4 

42.6 

10.1 

17 

INTEREST 
DIVIDENDS 
PROFITS 

0 

0 

0 

0 

2 

PENS ION 
RETIREjaXT 

6.5 

29.9 

25.1 

38.4 

60 

GIFTS 

SUPPORT 
WELFAIE 

53.8 

23.7 

14.2 

8.3 

160 

INHERITANCE 

3.7 

56.4 

25.8 

14.0 

15 

GAMD-
LING 

46.2 

41.3 

7.4 

5.2 

17 

I 

(TOTAL 6347) 

NATIONAL Z 44.3 15.4 21.5 2.5 1.7 .2 2.1 3.6 .3 .5 

Sources: FAMILY INCOME AND EXPENDITURES: 1971, THE BCS SURVEY OF HOUSEHOLDS 
SHARING IN DEVELOPMENT, INT'L LABOR OFFICE, GENEVA, 1974 

BULLETIN SERIES NO. 34; 



TABLE E. FAMILY TAX BURDEN AS A PERCZUr OF1 CO 
BY INCOME CLASS - 1960 

TAX ON
TOTAL TAX ON
KOME NunER 

TAX sALES, =CONE.


CLASS FAMILY TOTAL 

B!PR FRCoUCTION PROPERTY 

(") Uos Ds 

() (%) ()


(000) (9000) 


21.25 1.77

1206 -422100 23.03
Under 500 


18.74 16.72 2.02

1471 1082656
500-999 

770 939400 17.00 14.10 3.90 


1000-1499 
 -2-93
502 855910 17.31 14.38

1500-1999 
 15.48 3.07


372 878292 18.56
2000-2999 

15.02 3.18


153 516069 18.20
3000-3999 
 3.02

98 433522 16.89 13.87


4000-4999 

12.82 2.86


47 255163 15.68
5000-5999 

10.45 2.69


34 216444 13.15
6000-6999 
 2.79

20 140120 14.20 11.42


7000-7999 

15 127980 15.71 10.71 5.00 


8000-8999 
 12.72 5.19

10 92420 17.90
9000-9999 
 21.28
53 1043941 33.50 12.22 


, 10000 / 
14.62 5.55
4751 7004047 20.17 


Note: Tax percentages may not add due to rounding.
 

A STUDY OF TAX BURDEN BY INCOME CLASS IN THE JKILIPPIMS,
Source: 

- r ' IVE TAX CO(ISMSION, 1964.JOINT LISLATIVE-KXECU 

OF WICH: 

13o? W 

TAX 

(%) 


0 

.67 

.62 

.67 

.79 

.97 

.85 

.82 

.98 

.90 

.79 

.82 

.54 


.67 


PROPERTY TAX 
AS % 
TOTAL TAXES
 

(%)
 

0
 
3.57
 
3.65
 
3.87
 
4.26
 
5.32
 
5.03
 
5.22
 
7.45
 
6.34
 
5.03
 
4.58
 
1.61
 

3-3
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SOCIAL SOUNDNESS ANALYSIS 
- Edited Field Notes
 

Dr. Kenneth G. Orr
 

METHODOLOGY
 

Three areas which had already applied the new tax system in the
pilot projects were chosen for study: (1) The City of Puerto Princesa,
Palawan, where one of the key elements of the RPTA system, tax collections (public auction of property with delinquent taxes) 'ad been tried
with apparent success, 
(2) Santo Tomes, Pangasinan, where, in spite of
efforts to push the new tax system, the project has been less than an
unqualified success, and 
(3) Dulag, Leyte, since this was one of the
first pilot municipalities to be tax-mapped, and because of its unique

socio-political setting.
 

The researcher realized in talkiu 
with knowledgeable interviewees
in Manila that the subject of real property tax could be extremely
sensitive in some 
areas due to a long tradition of irregular practices
on the part of property owners and tax assessors.
therefore to form some 
It was advisable


hypotheses as 
to the nature of the real property
tax situation in the areas under study prior to taking to the field.
The hypotheses were to allow an interpretation to be made of the "raw
data" which, as it turned out, seemed as often designed to confuse the
issues as 
to elucidate them. 
 Such data are often comeon understandings
which may not necessarily be true, although they may 
be widely accepted
and acted on as 
if true. 
 They may also be deliberate distortion of
fact designed to protect a sensitive area and to mislead or to mollify
in 
so doing. Officials several times turned over the problem of talking

with me to their assistant.
 

The main technique in these interviews was to emphasize the positive
and find out what the tax assessors were proud of about the new tax system,
if anything, the problems they wanted to talk about, and some deplorable
behavior that would surface in the course of the conversations. 
 The
reader should not, therefore, look at the stated "facts" in the interview but rather as I have try to get behind the facade.
 

Background of the Real Property Tax Administration in the Philippines
 

One of the early accounts of the 
Filipinos' aboriginal tax system
is given here because it 
is important to try to understand cultural
concepts regarding "tax" which appear to be deeply rooted. 
Plasencia
writing in the 16th century reported:
 

"These chiefs ruled over few people. Sometimes as many as
100 houses, sometimes 
even less than 30. 
This tribal gathering is called in Tagalog a barangay . . . In addition to
chiefs who correspond 
to our knights, there were 3 castes,
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nobles, commoners and slaves. The nobles wer@ tree from
 
tribute


whom they call warlia. They did not pay tax or 
at their owm
 to the datu, but must eccWeny him in war 

chief offered them befoehanded a Ceast, and 
expense. The 

. . if he built a . .afterwards they divided the spels. 
the lands whi'th they inhabited
 house they helped his . . . 

were divided smog the whole barangay, 
especitlly the irri

.
 
and thus each one knew his on"
sated portion 

No real property tax system existed 
until the American period. 

During the Spanish regime, the main source of revenue accruing to the 
came from taxes levied on persons rather than 

Intendencia General 
Act No. 62 of the 

The first law governing property tax was 
property. 


The proceeds were to accrue
 
Philippine Camission (Jan. 31, 

1901). 

municipal treasurer a"d board of
 

to the municipality entirely and a 
Later, the rate was lowered with 

the proceeds

Set up.
assessors were 

of the tax accruing entirely to 
the provinces. A provincial treasurer 

was appointed and an assessment 
board was set up. 

Subsequent laws set up a system of 
recording and filing the real
 

An early and persistent problem 
involved
 

taxable.
property which was 
 Other irregularities such
 
how much land mUht be escaping taxation. 


Castillo discusses the histocy
 
as phony assessuents became rampant. 


of real property tax to 1956 by which 
time a firm pattern of ineffect

iveness had been established and 
reform was called for.
 

Gleeck records that the American 
administrators in the Philippines
 

early attempted to introduce the 
philosophy that key to individual
 

welfare and national advancement 
was political democracy and a shwre-


This was seen by the Filipino upper 
class as
 

the-wealth philosophy. 


radically egolitarian and they battled 
it every step of the way with a
 

contempt for the underprivileged that 
a wealthy patrician like Governor
 

General Forbes found shocking:
 

"The American authorities instinctively 
shifted the tax 

burden from the necessities-of life to luxuries 
and exempted 

This was not
 
the trades and occupations of the 

very poor. 


the Spanish tax system, it struck
 only a complete reversal of 


as the economic basis of the wealth of the Filipino 
elite,
 

'the liquor and
 
and they fought back . . . 7orbes wrote: 

tobacco industries were partially controlled 
in the islands 

by som of the most prominent and influential 
Filipino 

families ...
 

Plasencia J.S.F., Juan de, "Customs of the 
Tagalog" (in Blair
 

The Philippines 
and Robertson VII, pp. 173-185, in Jocano, 

F. Land (ed.). 


at tha Spnish Contact, WCS Enterprise, 
Inc., Manila, 1975, p. 108.
 

2
 
Castillo, J.G., Property Tax Administration 

in the Philippi .s
 
1957,


1956, Special Tax Revision Commission, Bureau of 
Printing, Manila, 


pp. 1-4.
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"An even greater departure frow Spanish practice than
 
the liquor tax tas a tax on real estate, or "laud tax" 
as it was known: (Forbes wirtes) eThe land tax was an 
innovation and naturally unpopular among property owners, 
who were the most influential and included or controlled 
most of the vocal elements of the population . . . in 
some districts opponents of the tax had recourse to passive
 
resistance by failure to pay the tax . . . (resulting) in
 
the sale of the land at public auction."
 

"It was not all rejection, however . . . by 1907, all but 
two of the provinces had indicated that they would resume 
collecting the land tax . . . in just six years following
 
its introduction, therefore, the land tax had been accepted
 
by the Filipinos . . . both the large proprietor and the
 
small landowners benefited directly from the land tax,
 
which went to support the public schools and maintain roads 
and bridges. The hacendero was dependent on these latter 
facilities to open up his estates for cultivttion and 
bring his products to distribution centers."4 

The prerzna effort of Real Property tax reform began in 1970 when
 
an evaluation team of USA*. and PDAP initiated procedures for setting
 
up a "Fiscal Improvement Program in Mapping and Assessment of Real
 
Property" with the Assessor of the Province of Palawan. 
The Dulag

project was begun in August 1971 and completed in 1974 2and the Santo
 
Tomes project was started in 1974 and finished in 1976.
 

Socio-Cultural Feasibility
 

A. Definitions of Society and Culture
 

The socio-cultural feasibility of a development program is
 
concerned wiLai the relationship of the program to the society and
 
culture it is designed to serve, in this case the cultures of the
 
Philippines. Following standard anthropological usage the term
 
"culture" refers to "what is done," and the term "society" to "who does
 
it." "Culture" is also used to designate the totality of behavioral
 
patterns and material culture items practiced by a given ethnic group.
 

1 
Gleeck, Lewis E., Jr., American Institutions in the Philippines
 

(1898-1941). Historical Conservation Society XXVII. 
Manila, 1976,
 
pp. 241-242.
 

2 
Files 13 (Pangasinan), 44 (Leyte), 66 (Palawan) of the Real
 

Property Tax Administration Project, a section of the Local Capacity

Division of the Provincial Development Office, USAID/thilippines,
 
Manila
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A Profile of the Average Taxpayer in the Soci,'l Landscape of Santo.
 

Tomas, Puerto Princesa, and Dulav
 

1. The Municipality of Santo Tomas, .Pangasinan Province
 

The great families who founded the municipality are still all
powerful at Santo Tonas as 
they are throughout the province. The
 
average taxpayer srtll has his age-old feudal ties to support him and
the convenient patronage to fall back on in
case of need. His relation
ship with the government therefore is not that of superordinate entirely-.

He can bargain where his land ta\ is concerned and does so confident in
the thought that his protector will apply pressure when needed in case

there is an unreasonable demand in regard to his taxes. 
 This is as it
 
haz always been, and was meant to be.
 

The new tax administration with tax mapping, carefuily kept records

and accountable assessing are uncomfortable innovations. 
 It is no

longer possible to hide land from taxes and records nrt. no longer

jumbled to the advantage af the property owner. 
 Far :,er tenants are

pleased with the new system since it 
seems to ;ivu iieeded assurance of

ownership of recently acquired land 
(he can borrow money, just as if
he had an actual land title on the strength of his tax receipts for tax
 
mapped property).
 

It is best however to discourage this new system which promises

to be so efficient as 
to make evasions difficult and embarrasing to
 
achieve. It cuts down on the give-and-take of ordinary human interactions and reduce life to a regimented rule of law - which is neither
"natural" nor Filipino.
 

2. The City of iluerto i'rincesa, Palawan
 

The taxpayer on Palawan, like :.-any others, is
new to the land.
Everyone is more or 
less equal in this new frontier environment. There
 
are no old families, no old ties and also no old, 
feudal relationships
 
to fall back on in regard to ones' taxes. The mayor is the boss and
since the tax money will be coning back through public works programs

which are badly needed to develop the properties which are being taxed,

the idea makes a lot of sense. Also, it's good business to pay your
taxes, since this is necessary anyway to get loans from the banks to
 
develop your land.
 

The efficiency of the new tax system is highly desirable also.

It guarantees fair taxing and assurances that your neighbor isn't

getting away with anything. 
Since everyone on Palawan is enthusiastic
 
for the development of the island, and since there is enough for all,

the only serious problem i. getting a fre,. hand to develop the island
for the people of Palawan. THi; ircans ,.reatcr :retdom from the dictates
 
of Manila.
 



3. The Muncipality of Dula&, Province of Leyte 

The Waray-Warsy people of Leyte have always been an independent
minded people, but they have also stood firmly in support of their
 
rulers. At the moment, these are the family of the First Lady of the
 
Philippines, and her brother, the Governor. Taxes, howevcr, have
 
always been a family affair where one is rewarded for the right beha
vior and political support with light tax obligations and special
consideration in the traditional Filipino way. 

The taxpayer is not unmindful of his obligations to help the 
government by paying his taxes. He will, however, take advantage of 
any loopholes possible. Most of the poor people have very small taxes 
or none at all and so are not bothered with this problem. It is 
becoming increasingly difficult to protect your property from unreason
able taxes due to the uew tax administration system on the one hand 
and the President's decrees insisting on tax payment on the other hand. 
However, the taxes will be paid if the President says so. His wishes 
are virtually sacred due to the connection with the First Lady's Leyte 
family.
 

The neaw tax administration works poorly since the taxpayer can 
relax back to his usual hanky-panky or bargaining with the backing of 
powerful leaders on the itland when the presidential heat is off. Even 
so, it is not easy to play the lucrative tricks of double declaration
 
of value which used to be known as the "sickness of the island." How
ever, much of the revenue is independent of the new tax administration,
 
especially the western area where large family corporations regularly
 
pay their taxes on sugarland since this is needed to get bank loans.
 
Others say that the poor are getting poorer since their property 
holdings decrease every year, from acquisition by sugar interests, or 
splitting due to inheritance. Such advocates think the poor should be 
taught trades and industries (handicraft and fishing). 

4. Allocation of Time
 

It is conceivable that by FY 80 the goals of the program may be
 
well on the road to being realized. The raising of the tax collecting

efficiency rate from around 40% to 75% or better seems feasible 
provided the reform measures continue to enjoy support frc m the leader
ship in the national government. Tax mapping as such is a slow proce
dure, but the tax assessors consulted felt that it could be done in . 
1980. The attitude of the taxpayers conditioned by their relationship
with the tax collectors is the basic factor. This involves the specific
social landscape of the particular province in question. As we have seen 
in the case of Palawan, Leyte, and Pangasinan the prognosis differs. 

5. Motivation
 

The motivations hehind the behavior of the Filipino taxpayer
 
involve a complex inter-relationships between socio-psychological
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One can be sure that at Lhis point in
attotude and current events. 


history, the Filipino will ordinarily not be motivated by respect for
 

law, social consciousn'ss, or a devotion to the plight of.the poor.
 

He is motivated by desires for economic and political security for
 

himself and his famtily.
 

6. Caciguism
 

Caciquim (from the Carib word "chief"), the expression of political
 

realities in the provinces, has long stood in the way of the rule of law.
 

The history of Filipino and Americans in the Philippines seems to pivot
 

around the one trying to follow his age-old dictates of his culture in
 

regard to socio-political behavior, and the other trying to "reform" and
 
"convert" to the American Way. Furnivall broadens the perspective of the
 

problem to include the Orient:
 

"In the Philippines, and elsewhere in the Orient, there is
 

an acient feeling that one of the prime functions of the
 

political chieftain is to see to it that justice is done
 

among his people. The pult of constitutionalism, that is,
 

the worship of lawyers' law interpreted by lawyers regard

less of whether substantial justice has been done or the
 

political purposes of the Ptate are served, is not'1 indi

genous to the Orient and has not prospered 
there.
 

Many of the tax assessors I spoke with were aware of the culture
 

conflict situation involved in the new tax administration program. Most
 

seemed willing to go along with the RPTA system while blaming the bulk
 

of the people for having the "wrong" ittitude toward taxes (i.e. the
 

traditional attitude).
 

During the survey, I was impressed by the use of caciquism to
 

achieve efficiency in tax collecting through provincial and city leaders
 

support (Palawan) and Presidential decreeds (Leyte). A slower but inevi

table trend is also taking place in the social psychology of the nation.
 

When the subject of desired motivation was dicussed with the tax assessors
 

they invariably mentioned the efforts being made in the elementary school
 

curriculums to educate the children in the better attitudes towards taxes.
 

Public relations programs, discussed below, are important in this effort.
 

7. Minimum Participants Profile
 

All in the Barangay are participants in the benefitsof the Real
 

Property Tax Administration Project. The population of the Philippines
 

is largely composed of very young people. Its median age hasIbeen charac

terized by steady decrease from 20.2 in 1903 to 17.1 in 1970.
 

1
 

Gleeck, Op cit., 1976, p. 158 et seg. and Furnival, J.C,, Colonial
 

Policy and Practice. New York, 1956, p. 75 in Gleeck, p. 160.
 

2
 
Republic of the Philippines, Philippine Yearbook. 1975. National
 

Economic and Development Authorit)j, National Census and Statistical
 
Office, Manila, p. 92.
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8. MatchinR part cipants and Project
 

There are no groups that will be adversely affected by the Real
 

Property Tax Administration Project although thq wealthier property
 

owners, especially those forced to pay back taxes, will complain bitterly
 

that this is the case. The poorest group is not involved in tax pay

ments, but are recipients of its benefits. Such groups pay other taxes
 

such as for fish vendor license& (?24 a year) and the Yl residence tax.
 

9. Obstacles
 

The political obstacles of Moslem territory being off limits at the
 

present time may be mitigated in the near future. The relationship of
 

these areas to the eventual use of the Real Property Tax Administration
 

system is not known. Conversely, the application of the system in pagan
 

tribal areas would |XL, t special problems necessitating special
 
expertise in resolving tnem.
 

The traditional anti-property tax attitudes and obstacle attitudes
 

which are part of the socio-cultural pattern of the Lowland Filipino
 

communities has been discussed above. While these obstacles are very
 

real at the present time, there is also a positive side of the situation
 

(the use of cacgluim to support the new system for example), and many
 

forces are working to mitigate the effect of these culture-lag manifest

ations.
 

10. Communication Strategies
 

The tax assessors interviewed all indicated that they had public
 

relations programs to acquaint the public with the advantages of the new
 
a
tax program. These strategies include barangay meetings, sign boards, 


"bankbook-like" recording system for the taxpayer, lectures to civic
 

groups, curriculum courses and lectures in elementary schools, and -the
 

like.
 

The Spread Effect: The Diffusion of Innovation
 

A. The City of Puerto ?rincesa
 

When the Province of Pa 61 began training for the new Real Pro

perty Tax Administration tax mapping system, the assessors of the City
 

of Puerto Princesa although not connected with the PDAP program took
 

part in the training. Shortly after, they set up their own system with

in the poblacion (town section) of the city with remarkable results. The
 

future of this program now seems assured with authority to utilize tax
 

revenue to allow a continuation of the program in the barangays of the
 

city.
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B. The Problems of Spread Effect in Pangasinan and Leyte Provinces
 

The "foot-dragging" noted in Pangasinan and Leyte Provinces shows
 
a marked lack of spread effect. The factors involved in the reticenc"
 
shown are tied to basic attitudes and values inherent in the socio
cultural system. The term caciguism has been applied to this complex
 
of inter-personal relations between the members of the Lowland Filipino
 
society. This behavior applies especially to the wealthier landowners
 
who are trying to reduce their tax obligations by means which are
 
increasingl- being apprehended by the efficiency of the new tax system.
 
On the other hand, the small farmers, who did not present a problem in
 
regard to tax collection ordinarily, are increasing in number. They
 
seem well disposed to the new system which promises them a more egoli
tarian position in identifying their newly occupied land and allowing
 
them to borrow bank money on it, thus be increasingly independent of the
 
former landlords.
 

C. Leaderhip/Authorlty
 

It must be pointed out that those Filipino with whom the research
 
has had contact, appear on the basis of this study, to be luke-warm
 
about the benefits of the tax program and uncertain if not hostile,
 
hence the "foot-dragging" mentioned above. The notable exception to
 
this rule is in the case of the City of Puerto Princess which appears
 
to have the unusual factor of a frontier comwanity, essentially free
 
from the encumberances of multiple caciques which allow the pressure
 
game to be played in tax collecting.
 

D. Pattern of Mobility
 

The mobility of the ordinary farmer, who will become increasingly
 
important as a source of revenue for the nation as his standard of
 
living increases, is important as indicating the routes of word-of-mouth
 
contact regarding the tax program.
 

E. Maximum Information and Resource Distances
 

The pace of the tax program's spread would greatly increase with
 
an adequate public relations program emanating from the PresLdent's
 
Office and supported by the provincial leaders. Such a promotional
 
program would include total information on the uses of taxes and be
 
organized with slogans, songs and ballyhoo such as accompanied other
 
major development drives of the President's.
 

The normal, slow accretion of interest and confidence in the tax
 
system will be considerable, although this influence will be working
 
against the inertia of the wealthy leaders.
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80cia,,Conseguences 
and BL'eeft Incidenc¢e
 

i s 1011A. ,ud TInU I' 11811 'r4-vin.r 

The elticiency of 
the taK project itself did trot 
 Ieen Igh. The,,
was the usual 60 tax assessment increase, but 
little menltion of collettibles. 
 The nearly two years spent tax-mapping the small, 9 barrio municipality seemed "foot-dragging" indeed. However, this was all pioneer
work with the usual problems. 
 During this time, 7 teams were trained,
and the tax assessor felt confident he could map the entire province in
the next 5 years. Others including the Governof, mentioned a strong

interest in contracting out the tax mapping problem.
 

The wealthier families comprise an estimated 30% of the taxpayers
but pay 70% oi the taxes. 
 The poorer families comprising 70 of the
taxpayers pay 30% of the taxes. 
There are 
up to 3% of very poor squatters
who pay only the residence certificate tax (1l per year). Actually, 60.
of the taxes are paid by the very rich 10% who usually live in Manila
and don't personally derive benefits from the public works paid for by
the taxes in the municipality. Thus'rhe poor who pay least get the lion's
share of benefits. Fourty percent of the very rich are 
in arrears for
back taxes. Most owe 10 years back taxes which often means a bill of
upwards of Yl0,000. This is where the "foot-dragging" pressure comes
 
in; they very much resent the tax program.
 

The poor (70%), on the other hand, liked the tax program. Their
taxes are light (Y20 for one hectare of riceland). I talked with several who were very pleased at this "fine and beautiful project." The
reason they gave was that they had an accurate map of their recently
acquired property with which a tax receipt gave them a "tax declaretion
title" on which they can borrow money from the bank. 
Formerly tenants,
the tax mapping system seemed to give them an assurance that they were
finally landowners (short of having a land title, which they would get
after paying off the amount owed in about 15 years).
 

B. 
The City of Puerto Princesa
 

The success of the program is reflected in the tax receipts which
in 1975 were 31% of the total collectible and after the use of the new
tax system in 1976 were 85%. 
 The financial benefit of the program was
recognized by the Department of Finance which increased the support
of the project thus insuring its future. 
The most important benefit
of the project to the city, according to the tax officials was the
official identification of property which allowed banks to lend money
needed for development. 
It also made it impossible to hide taxable
land. 
The reason the tax collection system worked is that the delinquent
taxpayers were unable to bring pressure to bear when they were threatened with public auction. 
 s a result of the interest in tax, training

in tax consciousness was t)eing planned for the school.
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It is felt that the efficiency of the system o£ tax mapping, recurd°
 
ing and collecting will benefit the public as a whole since development
 
is a primie interest and concern of all on Palawan.
 

C. The Municipality of Dulag. Leyte Province
 

Before the new tax program the tax collection rate was reported to
 
be 27.. At present, it is 57% and still rising. Most of this rise took
 
place in 1975 and 197b. It is widely recognized, however, that the tax
 
program provided an efficient tax system whereby it was impossible to
 
resort to "tricks" to avoid payment. One of the more serious tax loop
holes closed by the new system was duplication of tax declaration, a
 
"sickness" widespread in the province. Other benefits such as "tax decla
ration title" and "official identification of property" important else
where are not so here. The reason is that most farmers have long had
 
their own land and clear titles.
 

The bulk of the farmers are poor and pay little tax or no tax at
 
all. Those with some property appreciate the new system for its efficiency.
 
The wealthier landowners in the western part of the island belong to
 
family sugar corporations and regularly pay their taxes in order to assure
 
bank loans.
 

D. Access to Resources and Opportunities
 

A most important aspect of the new tax system is that it is egali
tarian and assures all an equal opportunity to pay their taxes according
 
to their abilities. Interpreted correctly this places each person in an
 
equal role as financial "partner" of the state. This interpretation is
 
not generally accepted at the present time, but the concept of "tax
 
consciousness" and the need for education on this subject is gaining
 
popularity.
 

More readily understood at the present is the "fairness of the tax
 
system in making each taxpayer give his share without favoritism. This
 
attacks the core of cacique system of political leaders which has been
 
the heritage of the Filipino. Current favorites of political leaders
 
stand to lose by this new system. They are fighting it as the special
 
interests tn the Philippines have always fought egalitarian practices.
 

While the new tax system assures all equal right to taxation, equal
 
access to the benefits of the taxation system is not written into the
 
system. In general, it is understood that the poor who conrise the
 
overwhelming majority of inhabitants pay the least proportion of tax and
 
get the lion's share of the benefits in the form of public works. There
 
is an exception to this rule in the situation of Palawan, where the wealthy
 
land development group need the public works programs, particularly rural
 
roads, to open up their enterprises. The situation is similar to that
 
which occurred in the early history of the "land tax" when the hacen
deros supported the tax because this was the way to open up their own
 
lands. A similar philosophy is developing among the middle class and
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upper class who are beginning to think of Real Property tax as 
a means
 

of developing an area and their particular comalercial interests.
 

E. Employment
 

The tax system as such will not provide much additional employment
 
although this can become a sizeable force if all offices acquire the
 
full staff complement as required in the Real Property Tax Code. 
The
 
efficiency of the tax system, however, under appropriate conditions
 
(e.g. Puerto Princesa) can result in wide-spread euployment in the
 
public works programs that result from the tax receipts.
 

F. ChanRes in Power and Participation
 

The fact that the poor as taxpayers are on an equal footing under
 
the law with the rich indicates a shift in power and participation at
 
least in theory. The new tax system by attacking caciguism also attacks
 
the graded system of special privilege. At present, however, it is
 
still operating within the system of caciques ("chiefs" or malaka,

"strong men" political leaders). 
 The new tax system owes its current
 
success to presidential support (Dulag specially and elsewhere) and/or
 
strong advantage for the growing entrepreneur class. In Santo Tomas,
 
the stale mate noted is an indication of the displeasure of the upper

classes generally and an indication that pressure may still be applied
 
for favoritism in taxes through multiple political leaders in the
 
province.
 

G Necessary Reforms which run Counter to Convention and Tradition
 

The devices used in the 
new tax system are in themselves familiar
 
reforms. The "innovation" of the new system is that these well-known
 
devices are organized into a tight system which provides a uniform method
 
to administer the real property tax laws. For example, public auction of
 
tax delinquent property, a "key" devisedin the present program was used

by Governor-General Forbes in the early 20th century. 
The degree of
 
compliance with the real property tax law is 
the issue. Compliance is
 
rising sharply as a result of the new system in conjunction with strong

presidential support. 
The basic reforms needed to assure a continuation
 
of this trend are in the process of being made especially as a result
 
of the present administration efforts.
 

Conclusions
 

The pattern of the Real Property Tax Administration Project appears
 
to fit the contours of the existing socio-cultural landscape. It is
 
seen as a necessary and timely step in the development of the fiscal base
 
of the nation. The tax project is an inter-related set of well organized
 
and efficient devices for mapping taxable property, recording it, asses
sing and appraising and assuring tax payment.
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It secema 
td carry out these functions to a greater or lesser degree

depending on the particular situation of a given province. 
Therefore,

while the project may be considered "socially feasible and sound" for
 
the above mentioned reasons, the real problem is why does this fine

machine work poorly in Pangasinan Province, medium well in Leyte

Province and very well indeed in Puerto Princesa City.
 

Cur study of a sample of the Real Property Tax Administration
 
Project in each of these provinces suggest the following hypotheses:
 

I In Santo Tomas, Pangasinan Province, the tax system is"foot
dragging" because most of the taxable property is owned by 
the upper

class who owe large sums in back taxes. There 
are also many malakas
 
(strong man) political leaders in the province who can be appealed to

for "Justice" and ariangements made in regard to the taxes. 
 The province

is following the traditional pattern of the cacique system of protecting
 
followers from the impartial law.
 

2. 
In Dulag, Leyte Province, tax collecting shows an impressive

jump from before to after the tax program was installed. While the
 
devices of the tax system are 
important in exposing hidden taxable
 
property, preventing double market value declarations and otherwise making

a delinquent taxpayer obvious, the real reason 
for the upsweep in the
 
rate of collectibles was due to presidential decrees making this necessary.

The reason why the people of Leyte are especially sensitive to President
 
Marcos' wishes is that the First Lady's brother is the governor of the
 
province 
- a true cacique in the traditional sense.
 

3. 
In the case of the City of Puerto Princesa, Palawan, the strong

man, the mayor, feels that the tax must be paid. 
In this case, the

device of public auction was used with brillian results. Nearly every
one paid up. They had 
to but also they wanted to. Most of the taxpayers

owned development property (farmland, mines, lumber, etc.) and 
tax

receipts were necessary to get required bank loans for development. Also
 
there was the knowledge that the tax money would be used for public works
 
like rural roads to open up their property for development.
 

The Filipino tries to bargain for his taxes, like everything else,

to get the best price. 
 If he has a strong enough backer in political
 
power, he tries to forget the tax. 
 But when the power-that-is says "pay"

he complies. He is encouraged to pay by the fact that he can't get out

of it, 
or might lose his ! nd in public auction. If he has sufficient
 
backing.these devices are ineffective. 
Another supportive factor in some
situatitns is the fact that bank loans require tax certification and loans
 
can be had on the strength of tax certification without title (for land

that former tenants are purchasing). Other self-interest factors include
 
public hlorks for development areas (wealthier class) or schools, etc.
 
(pooresclass).
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It seems probable that provinces with developmental potential plus 
paucity of feudal type leaders and single-mindedness in regard to paying 

the tax (like Palawan) will show excellent results of the new tax system. 

It also seems unhappily probable that old-line provinces with many feudal 

families and cacigues will continue to make a poor showing (like 

Pangasinan). Those provinces with close ties to the main source of power, 

the President, will follow his bidding at least as long as Martial Law 

-eiains. (Like Leyte.) 

Meanwtile, the poor people who pay least taxes but get most benefits
 

like the new tax system because of its egalitarian feature and the added
 

use for the tax certifcates in borrowing money on land. The middle
 

also getting benefits from the new tax receipts for developing
class are 

land. One municipal tax treasurer on Leyte thought the most important
 

assistance for the new tax system would be to help the poor to earn more
 

money (through small industries). The larger entrepreneurs with their
 

various development project are currently good taxpayers. With such
 

backing in the offing the future of the Real Property Tax Administration
 

project seems promising - provided the tax system continues to enjoy the
 

support of the top leaders, good public relations and a niche in the
 

educational system to endocrinate the youth.
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August 22, 1977 

Mr. Peter M. Cody
 
Director, USAID Mission
 
Manila
 

Dear Mr. Cody,
 

I wish to refer to USAID letter presenting the Project Paper
 
on the Real Prcjerty Tax Adninistration (IUTA) project.
 

I endorse the project and hereby request a devlopment loan 
of $10.0 million. I take exception, hoever, to the provisions of 
the project paper relating to condonation of loans to local Govern
nigts; all references, therefore, to onaiation of loans to 

V ACT. I F icipalities should be deleted. 

It is ny understanding that the cost figures indicated in the 
project paper are planning figures and that these will be subject 

I-- to refinements %khen a more detailed calculation of requiremients for 
each activity shall have been trade. 

'8 . -

Sinoeely yours,
(ImI 


1"'GERARDJO P. SIr
 
Secretary of Economic Planning
 

VD (Director-General)
 

,(T:IiON TANgINM I 

-~No'-----------_
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