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PREFACE

The Philippine economy i- currently in a state of crisis and the

prospacts for recovery i(n the immediate +¢uture are not
encouraging. Amjdest this setting, a new CDES will be prepared
which hopes to contribute to overall eféorts aimed at alleviating

poverty and promoting socio-economic development.

This review and update seeks to provide a picture of the
prevailing sconnrio and it fmplication on future growth of the
«CONOMY . Phase II which will 4ollow seeks to develop a model
¢ramevork for the selection of supporting strategies and programs
¢or the new CDSES to enable USAID to maximize its contribution to

the overall socio-economic development of this country.

EMMELINE S. HUANG

REYNALDO C. SALAZAR
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"INTRODUCTION

QVERVIEYW

The target of development assistance programs o0+ the Unitod 
States are the "poor majority®" in developing countries. The
USAID is the agency of the US Government through which develop-
ment assistance to the Philippines is channelled. As in most
less developed countries this assistance is in the form of grants
and Jloans. Grant proceeds are utlf!zod mainly +<for <+¢inancing
consultancy services from Americaen entities while loan proceeds
are intended for the procurement of goods and services nesded in

public inveatment projects.

To carry out these programs, USAID Missions collaborate with the

. governments concerned in designing and implenenting appropriate

programs o©f assistance. Eventually, it is hoped that these
programs will significantly contribute to the attainment of
more equitable ocnna-i: growth betwsen rural and urban areas, or

among regions, in the recipient country.

Planning of the wutilization o+ USAID assistance to the
Philippines starts o0ff with the preparation of a2 development
assistance program embodied in a Country ngelopnont sStrateygy
Statement (CDSS). This provides the rationale for US assistance

levels 4or a ¢five year programming period. It is reviewsd and




updsted on an annual basis thus making it a rolling ¢ive year

strategy or program of assistance.

Romeo A. Reyes (n his paper on the Administration of Oféficial
Development Assistance from UNDP and USAIDI, commented that one
distinct characteristic of the CDSS is that it does not contain
the projects that Qill be prosecuted to implement the strategy.
The paper gsoes on to state that there have always been ongoing
and committed projects every time a CDSS is prepared. Considering
therefore that only about two or three new projects are initiated
before another CDES is prepared and subsequently reviewed, the
CDES 1is wmore of an attempt to justify, ex-post, on-gaoing and
committed projects which are identified and designed ui(hin the

context of past assistance programs.

The paper goes on to state thai USAID's basic frame 0f reference
is its own Congressional Mandate which prescribes ého areas/
sectors where US developwment assistance programs should +ocus,
namely:

6 +00d and nutrition

o population and health

o education and human resource development

A basic premise of the CDSS is that the achievenment of basic
human needs is largely determined by household income (both cash
and non-cash). Household income, on the other hand, is assumed
to be primarily a function of the péoductivo assets ounod.. the
amtunt of transfers received, and “he number of persons empioyed

in the household.
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QRIECTIVE OF THE STURY

The general socio-economic environment prevailing today is
difterent +{rom that of a fon yeoars 290 when the CDEE 82 was
prepared. These changing conditions may warrant a change in the
thrusts or scope of the program, although its basic premises way

remain essentially (ho sane.

The objectives of this project are thus to:
1. look {into the basis of the CDSS and {its derived
program of actiong
2. update the data used in the CDEE, to the extent
possible; and
3. review the pror am directions of the current CDSS

and suggest future directions ¢or the CDSS.

The study shall be carried out in two phases. Phase I will cover

Objectives § and 22, while Phase I will address Objective 3.

COVERAGE

The review to be undertaken in this project will be limited to
the CDSS FY 1982 and the subsegquent reviews. The following
Chapter shall contain a summary of the CDSS FY 1982 and its
subseguent reviews. Chapter Three shall present ths general
socio-economic picture prevailing today based on avajilable

information.




Chapter Four shall contain a sumsmary of future directions to be
considered in the preparation of the report ¢or Phase 11 of thll‘

study.

K

This review 1nttlll}y looked into the framework ot the CDES 682 to
determine which fndicators should be updated to provide a fair
assessment o+ the situation prevailing today. The review also
took note of the derived prograw directions embodied in the CDSS
82 and its updates which in effect were offshoots of the
assessment of the prevailing environment then and the perception

of USAID's response to the situation.

Efforts to update key information focused on general economic and
social indicators. AmOng these are Gross National Pruduci (GNP)
by {industrial origin, Oross Regional Domestic Product (GRDP),
intlation, cost of living, population, and a number of social
development t{ndicators in the aresa of health and nutrition,

employment, education, and housing.

Poverty thresholds were also estimated for 1980 to 1983 along

essentially the same lines used by Abrera as reflected in the

CDSS.

Recent available i{ntormation made possible the calculation of
poverty incidence rates on the regional level. However, no
attempt was made to estimate urdan-rural poverty disterentials

within regions due to lack of updated information.




In the estimation of poverty incidence rates, only the third
Quarter data from the Integrated Survey of Households (ISH)
undertaken quarterly by the NCSD were used as these were
consistently available since 1978. The consumer price indices
cbtained <¢rom th; NCSO were used to update the family cost-of-

l1iving data as sourced from the National Wage Commission.

The 1ISH income distribution data series, though comparatively
consistent, were not adjusted for possible undsrstatement and
undercoverage. This was due to the absence of updated <¢anily
expenditure distribution data. As such, the resulting poverty
trends appear to be on the high side. An ideal approach would
have been to estiwmate poverty rates using both income and
expenditure distribution data, as was don? in the Abrera study,
to determine possible overstatement of the results using income

data.

In addition, the overall needs ranking of regions presented in
the CDSS 82 was updated based on 1983 estimstes of {identified
indicators with the exception of literacy rates (1980 data) and

road density (same as CDSS 82).

Based on the updated get of information, an assessment of the
general socio-esconomic environment was made. This was done

essentially to provide the context within which the preparation

of the CDSS‘1987 will be undertaken. While the start of the new

CDSE is still some three years away, the prevailing situation

will, fin a large part, determine the ability of the economy to




attain certain gosls that have been set to put the economy where

it is envisioned to be three years hence.

In the assessnent of the general environment, recent policy

developments were also looked into as they related to the

attainment of the set goals. The starting point for the setting

of {future dtro:tsohn and definition of goals is taken to be the

updated Philippine Development Plan, 1984-1987,

There are in eftect two broad environmental pictures that may
prevail at the start of the new CDSS. One is that based on the
assumption that the ¢future envisioned in the Plan will
materialize. The other s that it will not. The new CDES must
be +lexible and responsive enough to enadble {ts adoption to

whatever scenario prevails in the future.

There is no foolproot way of pinpointing exactly what the +¢uture
holds. A great amount of subjectivity enters into such an
exercise. Nevertheless, this review will attempt to make such a
"guess® based on its reading of currant events and expectations

ab it the future ¢from both government and non-government sources.

The results ot Phase 1 of this project will provide the overall
tranenork within which a model $for the selection o+ USALID
programs for the $uture CDEE can be developed. This latter task

will constitute Phase II of the project.
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LIMITATIONS OF THE STUDY

This review will rely primarily on secondary data. Due to time
and resource congtrntntl. the conduct of surveys was not
possible. Moreover, the inadequacy of data bases for certain
indicators did not permit an updating of data to the most current
time, This was iruo particularly +¢or wmany of the soctial

development indicators including income.

BEVIEY OF INFORMATION SOURCES

Much of the quantitative data came from the National Economic and
Development Authority (NEDA), National Census and Statistics
Oféice (NCSO), National Wage Commission (NWC), and a2 number of
articles and literature on socio-economic development such as

those prepared by the Center for Research and Communication

(CRC).

Information sourced from NEDA were primarily on msjor economic
and social indicators which were felt to provide a broad picturs
Ot the well-being ot the pecple as a whole. Data ¢from the NCSO
consisted of employnent, incomes and pricesi while that ¢rom the

NUC were mostly on wages and cost of living.

As input to Phase I 0of this project, a number ot articles and
special studies were reviewed to shed further 1light into the

overall assessment of the situation and the existing poverty

groups.




There have been numerous studies on the weasurement of the
overall poverty as well as the characteristics of various poverty
groups. In sddition, there have been & number 0f reviews of the
employment situation as wel]l] azx general social development

trends.

It appears, huue&cr. that there have been no recent in depth
studies to specifically identity poverty groups of people. It
would seem, therefore, that the poverty groups identitied in the
CDES 82 report can still be essentially accepted as the povoriy

groups existing today.

Gelia T. Castillo, in her book "How Participatory is Participa-~
tory Development? A Review of the Philippine Experience” reviews
two l-purt.n} aspects o©0f rural development which are rural
institutions and booplo'u participation. In the course of the
review, these aspects are related to improvements in well-being

of the poor people.

The study presents the rural poor groups to be those identified
in the CDSE 1982, The author also cites Hollnsteiner et al as
having identitied the main categories of the rural poor in the
Philippines as: (1) tenants and sharecroppers, (2) rural
landless laborers, (3) small owner-farmers or smallholders, (4)
cultural minorities, (S) settlers, (6) female rural poor, and

(Z) rural youth, under 13 years of age., Most of these groups are

similar to those pointed out in the CDSES 1982.
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Ricardo G. Abad and Elizabeth U. Eviota in 1982 compiled an
annctated bibliography of social science works from 1970 to 1980
focusing on Philippine poverty. Most of the studies cited horo‘
either looked at poverty in general or at specific poverty groups
or particular groups of pedple. There was, however, a paper
prepared by George Carner in 1980 ¢or the 1980 Philippine Socio-
logical Society Nat}onnl Convention on "Survival, Interdependence
and Competition among the Rural Poor." In this paper the author
identifies as the most disadvantaged among the rural poor, the
landless agricultural workers, the upland ¢armer, and the

substenance fisherman.

Other studies such as the NEDA paper on "Some Aspects of Rural-
Urban UWelfare Differential”™ c. 19684 and the UP paper on the
"Philippine Economic Crisis® likewise look at the poverty

situation although at a much broader level.

The NEDA paper, +¢or one, reviewed the rural-urban welfare
differential in the post-1973 perfod through the use of broad
indicators on employment, {incomes, and prices. The UP paper took

essentially the same approach.

Ernesto M. Pernia, ot.al in their study "The Spatial and Urban
Dimensions of Development in the Philippines” cite that as of
1980, only about 36% of the total population could be considered
living in urban places. This percentage could be even smaller
considering that, on closer inspection, one ftinds that many 04‘
the so-called urban places are not really aquite urban in

character,




The study soes on to state that the notable aspect of the
nation's spatial and urban development has been the wmounting
concentration of population and economic activity in the National
Capital Region deéespite the proliferation of lower-level urban
centers. These observations have implications on the state and
distribution of poverty groups. While recent data do not allow
the identification of specific poverty groups in the rural and
urban areas, it may be inferred that majority of the poo;

continue to be found in the rural and lower-level urban areas.

Rosalinda P. Tidalgo and Emmanuel F. Esguerra in thneir paper
"Philippine Emplnyn;nt in the 1970s" talk about reductions of
incomes among the agricultural labor force. They point out that
in view of the limited employment opportunities in the industry
sector, those displaced may haQ. no alternative but to stay and
gzell their labor services in the agriculture sector. 8o that as
a whole, agricultural employment is not increasing but merely
undergoing transformation. A concomitant feature of this trans-
formation is the r.duﬁttun of incomes among the Agrtculgur.l

labor ¢orce.

They 9o on to state that the extent of labor absorption in the
rural areas is also influenced by the grawth of non-fare economic
activities. The expansion ot non-farm activities (s, however
dependent on the growth of incomes of the rural’/agricultural
sector. Taken in this light, it seems that, left alone, advance-

ment in these areas would be extremely difficult.

10
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Florian A. Alburo and Eduarda L. Roberto in the paper *An
Analysis and Synthesis of an‘rty Research in the Phillppinos'~
provide a broad but comprehensive summary of various poverty
wessures used to describe or {solate poverty in the Philippines.
They make an lntc?esting but nevertheless important point here
which is: because ot the scale of research work, we =2 have

overdetermined ways of identifying the poor as target clientele.

This adds &a new dimension to the preoccupation of wmany groups
with the developuent of a precise or fair estimation of poverty.
In & way, this preoccupation with identifying target groups may
becowe a limitation to the types 0f poverty redressal programs

developed and their corresponding evaluation.

At best perhaps, the various poverty estimaticons should be taken
as guides to policy and program development, and should not lead
the planner to limit development programs only to specific groups
of people. Such a limitation may in the end hamper the ¢low of

the benedits of development to the greater number of people.

13




CHAPTER TWO

OVERVIEW OF THE CDSS 82 AND 17§ UPDATES

€hec 1902

The 1982 CDSE gives the general outline of an evolving strategy

of USAID for the 1960s. It alsa shifted the USAID program to an
innovative approach of generating rural employment, based on the
premise that mcet of the poor in the country are found iIin the

rural areas and that gsainful employment will alleviate poverty.

Ewployment generation, as a major concern, has two objectives,
namely:
1. To promote more productive agricultural employment
in rainfed areas (upland as well as lowland), and
To create off-farm employment opportunities ¢or

those who are not productively employed in

agriculture, tnluding those for women.

Consegquently, +¢ive wmajor elements in the USAID's assistance
strategy have been identiéied, namely:

1. rainfed crop intensification and diversification,

2. rural small scale enterprise development,

3. local institution building,

4., 4ertility preduction, and

S. improved food distribution .and nutrition.

All +Five program elements interact and mutually support each

other. Intensification and divorsi&té.tton of rainted agricul-~-

12




ture can generate additional employment, But ¢or those who
cannot earn a living in agriculture, rural based industries must

be created. Gaintul employment may also help women control their

fertility because of their exposure to an environment outside the

home.

Local institution zbulldlng will determine the effectiveness of
USAID assistance efforts in the program areas. While 1t (s .
important to check the 9growth of the labor +force through
$ertility reduction, it is also important to improve the
nutrition level of pre-schoolers who will comprise tomorrow’s
labor force. This is largely dictated by the current produc-

tivity of 4o0d producing activities.

Subsequent reviews of the 1982 CDSS maintained the poverty groups
targeted ftor USAID assistance. These are:
1. wupland rice and corn farmers
jandless agricultural workers
artisanal fisherman
paddy rice tarmers

urban informal sector workers

However, paddy rice ¢armers on irrigated land and urban informal
sector workers should not receive primary emphasis of assistance.
This s because irrigated paddy rice tarmers have been the major
target o+ GOP support in its quest for rice sufficiency. uUrban
workers, on the other hand, roprosent'the smallest number of poor
pecple and their basic problem is the lack of rural ewmployment

opportuntiies which pushed them to migrate to the urban centers.

13
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In .its discussion of the various poverty groups, & number of
common problems were ﬁlghllghtod. Anong these were:
o dwindling productive sources avajilable to the pocr
which ¢orced them to rely increasingly on the sale
of tholrhlubor services ¢or economic survivaljl
o declining level o¢ real wages and income which
were results of high inflation, seasonal surpluses

of labor as well as the growth in the labor forcet

o low productivity levelst
-] low $o00d consumption and nutrition statusj
o lack of an effective organization that would

permit the groups to articulate their needs and
mobilize their energies to iwmprove their
conditionsy

o gradual breakdown of the traditional coping
mechaniswm within the village structure that

cushion the impact oé¢ poverty.

CDSS_REVIEVWE

The Reviews proposed the widening of the scope of the CDES by
adding a third objective to the two earlier mentioned. This
objective is to develop a more productive rural labor force $or
the +¢future by focusing on the current generation of intants and
pre-schoolersi and the subsequent reduction in the growth of the
labor force. The rationale for tht; is that the increased size
and productivity of the labor force will complement the increased

opportunities for empliLyment.

14




Te meset these objectives, +¢our programs have been {ntroduced.
These are:
1. rainfed rescurce development
local resources management
rural pr‘vatc enterprise developrent

fertility and infant mortality reduction

The above programs are more or less aligned with the ¢ive
strategy elements listed earlier, with the exclusion of the ¢iéth
element-~-improved +0o0d distribution and nutrition. Such a
refinement was {ntended to make the 1982 CDSE wmore supportive o

the GOPs efforts as outlined in the Five Year Philippine

novelqpnont‘Plnn. A summary of the developnents in the CDSE is

presented in the attached matrix,

It will be noticed that the assistance strategies and subsequent
program elements have remained essentially the same over the
period. Perhaps 1t was felt that such would stiil]l be the best
typos. of assistance {n the face o0f worsening socio-economic

conditions.

BEGIONAL AFPROACH

A regional focus was endorsed in the 1982 CDSS and identified in
the 1983 Review as consideration of different indigenous
resources and development levels in . the various regions. This
shitt <$rom supporting primarily national programs towards a more

tightly defined regional ¢ocus related to the poverty analysis
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was an oféshoot o0f the relatively low level! 0f DA resources
available then., Thus Regions 3 (Bicol), & (Western Visayas), ang
€ (Eastern Visayas) became the core regions o4 USAID'a focus.

Rogions § (llocos) and 2 (Cagayan Valle)y) took second priority

and will be phaied in gradually depending on resocource availa-

bility. Collectively these five regions accounted for 3I9% of all

poor families in the country.

During the 708, USAID addressed itself towards Central Luzon and
a few ather irrigated rice areas where GOP development plans were
focused. The decade 0of the 80s sanw GOP directed towards the
countryside and the CDSS should complement or support this re-
orientation. Hopetully, economic 9rowth will be more dimstributed

among the counry’'s 7,000 islands.

EQVERTY ANALYSIS

The 1982 CDEE and succeeding CDESs are based on a sound analysis
of poverty in the Philippines. Poverty is measured according ta
the capability to meet certain basic human needs. One approach
used identifies the minimum nutritionally adequate diet +¢or a
household of six members costed at current prices. Any household
that cannot provide this basic need for fo00d ¢rom its total
annual income is considered absolutely poor. This approach uses
the +00d threshold as the estimate 0of poverty line in the

country.

Using this approach, it was revealed that 4 million households

out of 7 wmillion households or about 357% of all households, as of

16




the 1979 population census are below the poverty line. The
incidence o©of poverty by ¢family was 64% in rural areas, 3% (n

other areas, and 34% in Manila.

EUTURE TYHRUSY

Whether or not the new CDSES will continue along the thrusts and

directions embodied in the current CDSS will depend, to & large
extent, on the assessment 0of the seneral prevailing socio-

ecanomic situation and prospects for the future.

The +¢ollowing chapters seek to provide such an assessment and
provide a picture of economic prospects both from the viewpoint
ot the government planners, as well as of independent experts in

their own $ields.




CHAPTER THREE

.

-

OVERVIEW OF CURRENT TRENDS

OVERALL ECONOMIC GROWIH

The economic situation prevailing at the tiwme ot the preparstion -
of the CDSE FY 682 was much more {favorable than that ot today.
The early 19808 was characterized by a general slowdown in the
economy. Moreover, no significant improvements in the general
welfare of the majority were discernible. The deterioration in

the economy's growth is apparent from Tadbles | and 1.1.

This economic slowdown is traced to a number of factors such as
the océuronco of natural calanmities, untavorable <¢inancial
developments, and the after-effects ot the worldwide recession.
There vere likewise a2 number of non-economic factors, which in a
way aggravated the situation by adding onto the crisis of

ﬁnn{ldon:c in the Philippine economy.

Pertormance in the external sector was not favorable. The resuit
was a balance o+ payments deficit in 1983 which was wmore than six
times the deficit in 1980. . Outtlows of direct toreign
investments likewine continued to be substantia]l such that net
inflows dropped sharply from 407 million in 19€1 to ¢4 wmillion

tn 1983.

Some improvement was however noted in the first semester of 1964

where preliminary estimates show an overall deficit o+ €138
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TRENDS IN GROSS NATIONAL PRODUCT, 1977-1984
(GROWTH RATES, IN PER CENT)

17
1927-1980 1980-1983 1983-1%64

Agriculture, Fishery
and Forestry 1.43
Industrial Sector (10.33).
Mining & Quarrying . (19.02)
Manufacturing { 8.34)
Construction t12.00)

Elec., Gas & Water S5.03
Services ( 2.92)

Gross Domestic Product ¢t 4,.30)

Gross National Product { 8.90)

Estimate

Source: NEDA
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million tatter adjustments incorporating toreign exchangeé
payments which have $allen due bu. have not yet been remitted due

to the moratorium on dett repayments).

As envisioned in ,previous'developnont plans, the trade and
industry sectors were to be the lead sectors in the economic
developuent process. Experience showed, however, that these were
the hardest hit., Substiantial declines in outputs were noted in

the mining and iunrrying. and construction sectors.

It was the agriculture sector that contributed to growth in the
early 19808 although the drought in late 1982 onto 1983 met back
any significant contributions o¢ this sector thereatter.
Moreover, the increasing costs of vital farwm inputs such as
$ertilizer, as well as credit constraints, Ffurther restrained
growth. Among the hardest hit sectors were rice, corn and suger.
In 1984, the national ¢oodcrop production will probably decline
due to the persistence of these problems as well as the continued
occurence Of natural calamities. Shortfalls will be mostly in

rice and corn.

Data on ‘tho gross regional domestic product (GRDP) showed that
wost regions experienced growth from 1980 to 1982 with the
exception o0f Region 2 (Cagayar Valley), Region 85 (Bicol) and
Region 11 (Southern Mindanao). In 1983, a greater number of
regions experfienced declines in their GRDP although these were

ditferent regions except for Region 2. (Table 2)
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In terms 0f value, the largest share was consistently accounted
for by the Metro Manila Region while the smallest share was

accounted for by Region € (Eastern Visayas).

The most productive regions in terms of agrtculiural productivity
have been Regiorna 3 (Central Luzon), 4 (Southern Tagalog), 9
(western Mindanac) and 11 (Southern Mindanao), In terns of
industrial productivity, the mast productive was the Metro Manila
region, This is understandable considering that many of the
industrial <facilities are located within the area. Region 4
(Southern Luzon) was next in terms of industrial productivity.

(Table 3

Gross domestic investment declined from P26.6 billion in 1980 to
P23.2 billion in 1963. Estimates place it at P17.2 billion +or
1984 which is 31% lower than the 1983 level. This trend is in a
large part attributable to the paring down 0f the Government's
investment program beginning 1982, as well as declines in

i{inventories.

S0CIAL DEVELOPMENT

Real _lncopes, The growth of total GNP was minimal frowm 1980 to
1983 and is expected to be negative in 1984, On the other hand,
the population growth rate declined only slightly ¢rom 2.7% prior
to 1980 to an average 0f 2.4% ¢rom 1980 to 1983. In 1984, {t is
expected to rewmain at 2.4%. As » }osult. the estimated per

capita GNP in reai ierms deciined steadily ¢rom 1981 to (584.

(Table &4)
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TABLE 4

PER CAP1TA GNP, 1980-1984
{PESOS AT 1922 PRICES)

GNF (million P)

Population (millions)

Per Capita ONP

Source: NCSO for Population Estimates
NEDA ¢or GNP data




On a regional basis, mnost regions experienced slight declines in
their per capits GRDP. There were only #+our regions which
showed {increases namely Reqion | (llocos), Region 3I (Central
Luzon), Region ? (Central Visayas), and the Metro Manila Region.

The greatest declines were in the Mindanao Regions. (See Table B

The cost of liviné as gauged from the trends in the consumer

price index has steadily gone up over the last few years with the

most substantial increases experienced in the {irst semeater of

1964, This has put increasing pressure on a family’s capability

to sustain itself adequately.

Intlistion, Oftticial estimates show that the average annual
inflation rate declined $rowm 18.2% in 1980 to 10% in 1983, The
higher rates were in ¢uelf light and watery housing and repairs
and services. However, it is estimated that in 19684, the rate
will rise to over 60% and will average outl at about 30%. This is
due to the continued lack of foreign exchange to support the
requirements of a number of vital industries, and the subseguent

upward price adjustments in oil, power, and transport fares.

The i{nflation rate may level off somewhat in 1985 although it

will stil]l be 2~-digit at perhaps some 3I3% to 40%.

Esployment and VWages., The growtr in the labor force has ‘put
increasing pressure on the economy to generate productive
enployment opportunities. From 1980 to 1983, it grew at an
average annual rate o+ 3J.1%. Estimates for the #irst quarter of

1964 place it at 32.1 wmillion or 1.6% aver the level in the third




TABLE S

PER CAPITA GROSS DOMESTIC PRODUCT BY REGION
: Cy 1980 TO 1982
(IN 1972 PRICES®)

v/

PHILIPPINES
METRO MANILA
ILOCOS

CAGAYAN VALLEY
CENTRAL LUZON
SOUTHERN TAGAL QG

BICOL

WESTERN VISAYAS

CENTRAL VISAYAS
EASTERN VISAYAS
WESTERN MINDANAD
NORTHERN MINDANAO
SOUTHERN MINDANAO

CENTRAL MINDANAO

Revised
Preliminary

Source: NEDA, §CO, NAS




quarter §n 1983. About 30X ot the labor force continues to be

employed in the agriculture sector.

As cited earlier in Ernesto M. Pernia, et al’'s study an "The

Spatial and Urban Dimensions of Development in the Philippines,”

only about 3é% of the éutal population could be considered as
1iving in urban areas. This places about 64% of the pupulatton‘
in the rural areas. This percentage could be bigger considering
some weaknesses in the definition ot what is urban. The ru:al
areas are primarily agricultural. Thus there exists a situation
where some 350% of the labor force which is roughly 30% of total

population must support over 40% o the population.

Labor +orce participation rates have been just over 60% over the
last ¢en yeoars for most regions. This trend continued in the
4irst quarter of¢ 1984, Thus, it will be noticed that those in
the agricultural, and subioquontly rural, sector are faced with

an fincreasing pressure to improve their income generating

capabilities.

Labor ¢orce participation rates have been consistently lower in
the National Capital Region, Region 3 (Central Luzon) &nd Region

9 (Western Mindanaol). (Table &)

In the <¢irst quarter of 1984, Metro Manila had the lowest
employment rate of 86.7% with 311,000 persons out of work. This
was almost 25% of the total unemployed in the country. Region 2
(Southern Mindanac) was next with 91.7% and Region 4 (Southern

.Yagalog) third with 92, 6%. The highest employment rates were in




LABOR FORCE PARTICIPATION RATES, 1980-1984
. (PER CENT)

PHILIPPINES
METRO MANILA
ILOCOS

CAGAYAN VALLEY
CENTRAL LUZON
SOUTHERN TAGALOG
BICOL

WESTERN VISAYAS
CENTRAL VISAYAS
EASTERN VISAYAS
WESTERN MINDANAOD

NORTHERN MINDANAO

SOUTHERN MINDANAO

CENTRAL MINDANAG

Source: NCSO




Region 2 (Cagayan Valley) and Region 12 (Central Mindanao)? at

96.4% and 96.1% respectively. (Table ?7)

Real wage levels have likewise deteriorated over the last +¢few
years, From a daily wage level of P21.23 in 1980 +¢or Metro
Manila, r;al wages declined to P18.00 in June 1964. The decline
outside Metro Manila was slightly less from P19.60 to P18.22.

(Table 8)

With the inflation rate remaining at high levels, no improvements
in real wages are expected, even with the expected minimal upward

adjustments in money wage levels,

The unemployment situation is not expected to improve in 1984 or

even 198Y%, In tact, a CRC estimate has projected that a total of
2/

290,000 to 300,00 workers will be laid of¢ in 1964, This

fiqure is about 23 to 26% of the total employment ot the

country’'s top 1,000 corporations.

Health and Nutrition, In health, available information showed
that the health and nutrition coverage of ;ll the country's
barangays was achieved, Life expectancy increased slightly from
é61.6 years in 1980 to 62.9 years in 1983. In 1984, this is
expected to improve slightly to 62.8. Declines were noted in the

crude death and infant mortality rates. (Table ®)

The prevalence of moderately and severely underweight {n pre-
school children declined fror an estimated 18.4% in 1981 to 16.3%
in 1983. That of schoolchildren, however, increased sharply from

17.9% in 1981 to 26.3% in 1%E3.
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Note

Source:! 1964 Fhil. Stetistic

EMPLOYMENT RATES,

FPHILIFPINES

METRO MANILA

1L.ocos

CAGAYAN VALLEY

CENTRAL LUZCN

SOUTHERN TAGALOG

BICOL

WESTERN VISAYAS

CENTRAL VISAYAS

EASTERN VISAYAS

WESTERN MINDANAQ

NORTHERN MINDANAC

SOUTHERN MINDANAOD

CENTRAL MINDANAO

TABLE ?

BY REGION,
1980 1931
94.6 9S5.1
Bo. ¢ 90.2
97.0 96.6
95.4 7.7
94.7 94.8
94.8 9.4
98.3 98.0
97.6 97.1
97.3 97.8
es.S 92.2
9.2 9.9
94.9 66.6&
96.6 94.4
97.4 96.2

t 1980-1983 are third quarter survey.

1984 is the 4irst qQuarter survey.

1980-1984

1982

94.9

g8e.3

$7.8

96.3

94,9

?4.6

97.6

96.7

2.7

94.9

99.2

94.4

93.5

96.7

1983

- -

9S.4

8v.2

97.1

96.3

5.4

94.4

96.4

96.9

96.7

®7.4

95.3

s.8

92.2

$8.3

Yearbool citing NCSC as source.

1964

93.7
86.7
97.0
96.3
93.14
2.6
9.4
5.3
96.8
93.1
?S.1

$4.8

1.7

96.1
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TAMLE ©

3/
TRENDS IN LEGISLATED MINIMUM DAILY PAY RATES
IN THE NON-AGRICULTURAL SECTOR,
PHILIPPINES: 19680-1964

2/
Real Wage
Metro Manila Cutside Metro Manila
Value % Change Value % Change

1981
1982
1983
1984

May 3 15.32 (28.3)

June 16 18.00 172.6

1/

2/

The total basic minimum wage and some of the wage supplements
which {nclude mnonthly emergency allowance and 13th-month pay,
which majority ot workers enjcy. Data ¢or 1980 and 1981 are for
those establishments with capitalization of P1 million or more.
Effective January 1982, legislated wage rates became uniform for
all estatlishments regardless of capitalization. Data reflect
the highes: rate ¢or the year.

Derived by deflating monsy wage by CFI (1978-100)

Source: Business Day, I September 1984.




Seneficiaries o©OFf the MEDICARE program rose from 1.2 wmillfon (n
1980 to 1.4 million in 1983. In 1984, this is estimated to reach
1.6 million. In 1983, the average value paid per claims was
P273.93, 4.8% higher than the previous year's level. In the
$irst semester of 1984, the average per capita claim was P2681.,83

[

or 2.9% over the 1963 level.

Increases in the average per capita claims are not at all that
signifticant congidering that they have been wmuch less than the
inflation rates prevailing at the time in asddition to the

increases in costs of medicines and hospitalizstion.

Education, As may be expected, literacy rates o¢ the population
are much higher in the urban than the rural areas. Uhile this is
& 1980 estimate, it is unlikely that this would have changed or
improved -igntilcnntiy fn the four years ¢ollowing. Literacy
rates of the urban population were over 0% while that‘ ot the
rural population was less than 70%. The actual literacy rates
could be lower considering that literacy is defined simply as
being able to write a simple wmessage about everyday lt#o.;’

Survival rates in the elementary and secondary levels of
education were low ¢rom 19680 to 1983. These are expected to be
80 {n 1984 due to pressures to generate income via productive
emp loyment. In the elewentary levels, the rates were less than
70% while in the secondary levels, they were less than 80%.

(Table 10)
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TABLE 9

POPULATION INDICATORS, 1980-1984

17
i%e0 1961 1982 1983 1984

Crude Birth Rate
(per 1000 population) 33.2 - - 32.9 -

Crude Death Rate .
tper 1000 population) 8.3 8.2 8.4 8.2 7.7

Life Expectancy
(per 1000 population) 61.6 €1.9 62.2 62.% 62.0

Infant Mortality Rate
(per 3000 livebirths) 63.2 1.9 60,6 59.3 8.0

1/ Projected

Source: NEDA ' v




TABLE 10

MAJOR EDUCATION INDICATORS, 8Y 1980-81 TO 19683-84

F A

1980-81 1891-82 1962-83 1983-684

survival Rates ( % )

1.
Elementary

Secondary

Enrolliment (in 000}

1X.
Elementary
Secondary

Yertiary

111. Enrollment/School-Boing
Age Population Rate ¢ % )

Elementary 40.98 41.0 40.8 41.1

Secondar)y 14.7

Tertiary 6.2

- -

Estimates

Source: NEDA, Philippine Development Reports for 1 & II
ESIA/VID Preliwminary Repart on Econosic and gocial
Indicators, 1984 .

\




Enrollment increased oOnly wmininally from S§Y 1980-1981 to SY 5982~
1983. Increases Iin SY 1983-1984 are more signifficant parti-
cularly at the tertiary education level. The percentage o4
school-going age populatipn (age group ?7-24 yesars) has however

remained small.

The pupil-textbook ratio has improved to a ratio of two pupils to

one textbook while the number of graduates +¢rom various non-

formal education training programs o4 government has increased.

Housing., The number of new dwelling units constructed under the
national housing program increased 4rom 135,683 in 1980 tc 24,102
tn 1982, A number of government institutjons contributed to this
effort particularly NHA, GSIS, §SS5, MAR and MHS. In 1983,
however, the number of major contributors to the national housing
program was reduced to the MAR and MHS. As & result, the number

of dwelling units constructed dropped to just 3,340.

Coverage of the program to upgrade marginal settlements increased
frox 1980 to 1981 but decreased thereafter. On the other hand,
that of the program to develop sites and services rose from 3,077

sites in 19680 to 12,8468 sites in 1983.

Improvements have beern noted in the access ot the population to
water and electricity. Such has been most substantial in the
rural areas although the per cent of population served in these

areas still remains low. (Table 113%)

The information on major social! development indicators give the

impression that there have beer sowme advances made in the general
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TABLE 11

ACCESS TO WATER AND ELECTRICITY
(% of Population Served)

Water Supply

Metro Marils
Other Urban

Rural

Electricity
Urban

Rural

e

% of towns ®nergized

s
7.

¥ oot

T

BERNE

LA el



welfare 04 the people. The extent to which these are directly

attributable either to GOF or the various aid programs is,

however, not clear. This is 80 with regard to improvenents in

such éindicators as life expectancy and mortality rates, as well

8% increasing onrolincnt rates.

such advances doc not appear to be impressive and this leads one
to the qguestion of whether the overall welfare of the average
Filipino +¢amily has improved and subsequerntly whether " the

percentage ot families below the poverty thresholds has declined.

EQVERTY JTRENDS

Two sets 0f thresholds are approximated in this study namely?

1. Food Threshdld - the income required by a +family

ot six to wmaintain a nutritionally adegquate
minimum-cost diet.

Total Threshold - the tamily i{ncome needed to

sustain, not only ¢or minimum-caost food, but also

other basic necessities.

These thresholds wmay be taken as trend indicators to facilitate’
an assessment of the overall poverty situation., They should not
be looked at as representing an exact number of poor families.

Such is not possible with the data.

Based on the f20d threshold, the incidence of poverty averaged
66.7% during the period 1980-1983. Among the 12 regions, the

highest rates were in regions of Central Visayas, Bicol and




e

Eastern Visayasi while the owest rates were in the regions of
Central Luzon, and Centra) and Southern Windanao. In Metro
Manila, the average puverty incidence was 29.35%. (Table 12 and

12.1)

The incidence of poverty based un the total threshold averaged

79.7% over the same period. The same trend among regions was '

observed. (Table 13 and 13.1)

It is interesting to note that the regions with the highest
incidence rates are primarily agricultural particularly Bicol and
Eastern Visayss. This makes them more vulnerabie to the destruc-
tive efifects of typhoons considering that they are in ghe midst
ot the country’'s typhoon belt. Moreover, in the case 0of the
Bicol Region, the effects o0f the recent eruptions of Mayon

Volcano must be contended with,

Looking at the trends {n the estimated annual rates of poverty
incidence, it will be noticed that the living condition o¢ the
average Filipino has not significantly improved since 1978.
Based on the +$ood threshold, 66.35% Qr roughly 6.2 willion
tanjilies were living on incomes be#low the poverty line in 1983.
This is approximately the same¢ proportion registered in 1978 of
&7%. The ({incidence based on a total threshold increased to

79.3% or about 7.4 million families in 1963,

An interesting observation is the increase in estiwated incidence
rates +from 1982 to 1983. Such could be attributable to the

grovth imbalance between {ncomes and prices where the latter rose
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POVERTY TNCITERCT DATES DASED 6N FUCE VIRESNOLD, 1992-1943
PER CENT)
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TABLE 12.1%

DISTRIBUTION OF FAMILIES BELOW FOOD THRESHOLD, 1980-1983

Region

Y R R P N R T X TR R R WY

IX

111

v

vi

vii

VIl

IX

X1

X111

PHILIPFINES

METRO MANILA
ILOCOS

CAGAYAN VALLEY
CENTRAL LUZON
SOUTHERN TAGALOG
BICOL

WESTERN VISAYAS
CENTRAL VISAYAS
EASTERN VISAYAS
WESTERN MINDANAC
NORTHERN MINDANAO
SOUTHERN MINDANAC

CENTRAL MINDANAD

i980

100.0

é.6

6.3

3.4

9.6

13.2

8.1

10.0

9.2

6.7

- wn oy -

9.7

13.7

8.0

9.2

¢.2

7.2

8.4

8.9

9.2

13.7

8.3

9.9

9.4

Ave. No.
{.000)

347

498

312

374

eis

492

983

70

G116

330

% Distri-
bution

8.3
8.3
8.2
9.3
13.6
8.2
9.7
9.8
6.9

5.7
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TABLE 13 .

POVERTY INCIDENCE RATES BASED ON TOTAL THRESHOLD, 1978-1983

{PER CENT)
1980-83

Region 1978 1979 1980 1981 1982 1983 Average Rank

PHILIPPINES 79.6 B4.4 81.8 €80.3 77.1 79.3 79.7
METRO MANILA S9.2 62.6 &0.4 3T4.8 45.7 351.2 3.0 13
1 JLOCOS 72.8 87.9 87.2 84.4 6i.1 63.3 4.3 7
I1 CAGAYAN VALLEY 83.1 62.8 89.8 82.1i 680.% 6€68.1 3.1 -
111 CENTRAL LUZON 82.86 83.3 83.4 &i1.4 78.0 €60.1% 80.27 12
IV SOUTHERN TAGALOG 846.1 687.4 835.4 €4.4 80.2 84.35 83.6 e
V BICOL 83.3 90.85 86.9 89.7 87.1 90.95 8.6 2
V1 WESTERN VISAYAS 82.3 B86.7 86.1 63.3 8i.1 83.6 S84.6 é
VII CENTRAL VIEAYAS 83.3 88.6 B86.8 846.1 66.0 83.46 .06.1. 3
VIII EASTERN VISAYAS 82.6 90.5 8%9.8 1.8 6%.4 64.8 89.0 1

IX WESTERN MINDANAC 2.8 ©7.7 68¢.1 €9.9 86.6 81.0 3.9 4
X NORTHERN MINDAMAO 0.8 81.7 79.1785.0 €1.0 ©3.7 82.2 9;5
XI SOUTHERN MINDANAO 79.7 82.1 680.0 8:.4 83.3 82.0 81.9 11

XII CENTRAL MINDANAO 75.9- 81.9 82.3 81i.9? 79.3 863.% 82.2 9.5




TABLE 13.1

DISTRIEUTION OF FAMILIES BELOW TOTAL THRESHOLDS, 1980-1983
(IN PER CENT)

1980-1963

Ave. No. % Dis-
Region 1980 198 1902 19e3 {000} tribution

- e Y . G WS W e W

PHILIPPINES 100.0 100.0 100.0 7235 $00.0
METRO MANILA 9.0 7.7 8.5 624 8.6
1LOCOS 7.6 2.8 7.9 567 7.8
CAGAYAN VALLEY a8 .2 s.0
CENTRAL LUZON 9.8 . 9.8
SOUTHERN TAGALOG 13.6 13.5
BICOL | 7.8
WESTERN VISAYAS ’.s

CENTRAL VISAYAS 6.6

EASTERN VISAYAS 6.8

WESTERN VIEAYAS
NORTHERN MINDANAO
SOUTHERN MINDANAO

CENTRAL MINDANAO

Note: Totasls wmay not add up due to rounding.




much faster than the {former. With this observation, an increase
in poverty incidence may be expected this year as expected
increases Iin wages nay riot match the continued rise in prices.
This is aggravated by the recent economic crisis wherein numerpus

pecple were laid 4.

The incidence rates estimated are higher thar those estimated in
the CDSS 82 reports. In that report, the rate based on a +food
threshold was saround 37% (4 out of ? million households). While
the rates presented in this study were not adjusted for under-
estimation or undercoverage as was done in the Abrers study, (it
may be said that at best there has been no improvement (n the

averall poverty situation.

The overall needs ranking presented in the CDSS 62 has been
updated based on 1983 estimates except $or literacy rates (1980)

and road density (same as CDPSE 62). See Tables 14 and 1S

The resulting ranking shows no change in the low need regions and

high need regions with the cxceptfah of Uestern Mindanao which

moved up to the wmedium high need category.

In the 1light of these current trends, what has the general
response o0 Government been? What wmajor policies have been

adopted to address the situation.

poLIcY DEVELOPMENTS

The preceeding discussion has highlighted various aspects of the

economic crisis which the country is currently undergoing. The

2@




Needs Category

High need

Medium high need

Medium low need

Low need

TABLE 14

CVERALL NEEDS RA&NKING

Eastern Visayas
Vestern Visavas
Bicol

Cagayan Valley
Central Mindaneso
Weastern Visayas
Nor thern Mindanao

Jlocos

Southerr. Mindanao
Southern Tagalog
Central Visayas

Central Luzon
Metro Manila

...

1983 Update

Bicol
Eustern Visayas

Central Mindanao
Cagayan Valley
Weatern Mindanao
Central Visayas
Western Visayas

Ilaces

Northern Mindanao
Southern Mindanao
Southern Tagalog

Central Luzon
Metro Manila
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general stance of the GOP is that with the approval by the INF o¢
the country’'s program of action, the economy can now look forward

to new funding and bedgin (o actively work towards recovery.

The soc-called conditions set by the IMF on the surface appoaé
justified in setting the economy on its recovery path. This is
insofar as it calls for austerity on the part ot the government,
keeping inflation at minimuwm levels, bringing to balance the
balance of payments position, attainment of a ¢air exchange rate,
and refocusing priorities towards the attainment o+f self-

sufficiency.

The recent policy mix in answer to the above objectives involved
the ¢freeing of toreign exchange controls, implementatiaon of new
tax measures, and lifting contropls on the prices of a number of
basic commodities. As a means of keeping liquidity levels down,
& policy of wage restraint has been said to be awong the

conditions of the IMF package.

Eoreian_Exchanas Controls. The +4reeing of +foreign exhange
controls in itseld was not ;xpc:tcd to unduly stress efforts to
abtain raw material inputs from abroad. This is in view of the
fact that many were sourcing their foreign exchange requirements
4rom the "black market" at rates comparable to, §f not higher

than the current floating exchange rate.

Eiscal Measures, Impiementation of a .number of new tax measures,

on the other hand, is met with mixed feelings. Policy makers
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have stressed the need for 1iving within our means and exercising

¢inancial discipline both (n the public and private sectors.

Along with this however, is the need for additional tax;n to
provide the much needed revenue +¢or the govornuoni. The
increased taxes are to be slapped on certain economic and
business activities, and not on income. Included here is the
expansion {in the coverage of the withholding tax on savings/time
deposits toc all amounts. In addition, the gavernment bhas
withdrawn all exemptions and preferential treatments of private
business enterprises and/or persons in the payment of duties,

taxes, fees, imposts and other charges.

These fiscal measures are, however, inplemented at a time when
there is &a general sluwmp in the economy. Demand for consumer
goods has slackened due to the decline in purchasing power.
Production levels have likewise gone down due to increasing costs
ot production, lack of raw materials and, to some extent,

depressed demand,

Under these circumstances it would seem unlikely that government
would really be able to generate increasing levels of revenue.
On the contrary, it may be effectively adding another layer of
costs which will further hamper production efforts and probably

result in increasing price levels.

Perhaps the more critical issue here is that related to the
confidence 0©+f the general public in the way revenues $from taxes

are being utilized., One reason to the aversion towards new taxes
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ia that the revenues raived may not be expended in an efficient
wanner due, for one thing, to the spillage arising $rom gratt and

corruption.

It seems that & better alternative to increasing taxes is to

improve not only tax collection efforts but also the manner bé

which taxes are expended. The present monitoring system does not
allaw an effective evaluation o4 how tax revenues are actuaijly
spent. But offhand, the presupposition can be put forth that i¥f
such were expended more wisely, this would in itself make avail-

able greater levels of respurces to fund development activities.

New taxes may be considered i+ and when all efforts along these
two lines are exhausted. And such new revenue generating

measures will be readily accepted by the general public.

Although the new taxes are on items other than income, the burden

of such measures would still be $elt by the general public.

-

To cite, the retent increases in the prtcoi of petroleum and
povwer are attributable not just to foreign exchange adjustments
but, perhaps in a greater degree, also to the additional taxes
imposed on petroleum. It is estimated that about 31% of the
actual price of premium gascline goes to the Government in the
forw of taxes. For regular gasoline, the percentage is slightly
higher at 32%. It has been estimated that government hopes to
generate as wmuch as P3.14 billion in additional revenues annually

from this new levy. These increases have already resulted in
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increases {n sascline and cooking gas prices, and

transport fares,

Price Controls. The 1ifting of price controls on & number of
basic commodities is generslly well-accepted. For one thing,

prices cf prime food commodities such as beef, pork and chicken

have been below price control ceilings due primarily to depressed

xarket demand. In fact, it has been observed that the phenomenon
ot panic buying has died down. This is perhaps due to a resigna-
tion that it iz not at all possible to stay ahead of prices all
the time. S0 instead, &a change 04 denmand patterns is in order.
Even with the 1ifting o price contols, prices of basic
commodities are not expected to unduly increase due to wsarket
demand factors. Further increases will be mainly attributable to

rising costs of production and transport,

From the point of view 0f the producer, the lifting of price
controis will enable greater #loxibtlit9 in responding to market
supply and demand factors. It is hoped that the small producer,

e.g. the farmers, will benefit most 4{~om this measure.

Yages, As for the pol{cy of wage restraint, it is felt that any
wage increase will at best provide only tewmporary relief to the
wage earner. There is a point to keeping wage increases to the
mininmur considering that wages constitute a wajor production
input. Consequently, increases in wages could lead to further
tncreases in prices.

it seems then that providing wage nikes woiuld not be the best

snswer to improving workers’ welfare. Rather the deeper problem
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to be tackled remainsi and this is preventing further deteriora-

tion in the peso’s purchasing powver,

a recent estimate undertaken by the Business Dny on the
purchasing power o0f the peso shows a continuous decline ¢rom
Jarivary 1982 to August 1984, (Table 16) From January to
December {982, the purchasing power of the peso declined by
S5.83%. For the same period in 1983, ({t declined by 20.2%. In
1984, the drop was 22.7% for the eight month period January to

August.

CONCLUDING NQTES

The probler thus goes back to the capability of the economy and
its people to increase productivity levels and work their way
towards econowmic recovery and the attainment of¢ selé-reliance.
In a way, the current crisis has forced the people to work out
ways to improve on their efficiency. What the economy needs now
is that push and support that will bring 1g.9ut of its depressed

state and onto the road to recovery.

This will take a8 great amount of effort and self-initiated
action. Government's temediate . concern is apparently
increasingly revenue through increased taxes. It is doubtful
however that the revenues to be generated from the new measures

implenmented will actually be realized.

An alternative is, of course, support fror increasing levels of

foreign investment. But it must be remembered that +oreigners
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PURCHASING POWER OF THE PESO¥®
(1978 = P1.00)

1964

January PO.4198 PO.3396 PO.35981
February 0.4168 0.3368 0.%938
March 0.3987 0.53353 0.5910
April 0.3926 0.5%28 0.5872
May 0.3662 0.3488 0.585S
June 0.3634 0.5423 - 0.5821
July 0.3336 0.532%7 0.5718
August 0.3245 0.3203 0.5679
September 0.9161 ' 0.9633
October 0.3118 0.5643

November 0.4826 0.5634

December 0.4466 0.3631

¥Business Day computations based on National Census Statistics
O¢éice data on consumer price index.
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will invest only where there is an assursnce o¢ economic and

politizal stability, and a guaranteed return of capital and
Pf‘ﬂ"tn

What then are the overall prospects of the oconony'ln the next
ftew years? What is the GOP's plan of action to bring the eccnomy

out of {its crisis? And how will the problem o+ social

" developwent be addressed?
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CHAPTER FOUR

PROSPECTS AND FUTURE DIRECTIONS

OQVERALL _ECONOMIC OROWTH

No growth §{n real terms is foreseen for the overall economy in
1984, In +act, the NEDA projects a decline ot 35.5% in real GNP.

There are wmore pessimistic torecasts which project & decline of

657 in 1984,

The NEDA projects a minimal growth in real GNP iIn 1983 with
sccelerating growth rates theresafter. (See Table 17) As
indicated in the updated Plan, the following are expected to

materialize within 1984-1987:

[} normal econowmic growth and generation of produc-
tive amployment}

stable pricess

expanded fo0d productiong

a rehabilitated financial system}

much reduced and sustainable deficits in the
balance of payments and national budget, and more
manageable external debt situationt and

improved education, health and other social
conditions.

Recent policy developments may, however, result in further delays

in the attainment of normal economic growth. Foremost among

these developwents are the new 4iscal weasures imposed by

government to enable it to cope with expected budget shortfalls

in 198S. As was commented by Omar Cruxz of CRC in 8 recent




TABLE 1?7

OGROSS NATIONAL PRODUCT, 1984-1987
tin million pesos at 1972 prices)

1$86

Agriculture 224239

Industry —S2a687
Mining k Suarrying

Manufacturing
Construction

Utilities

Services -38.123 ~22..202

GROSS DOMESTIC PRODUCT 95,619 100,828

Net Factor Income 4rom Abroad -2,200 -3,160

GROSS NATIONAL PRODUCT 93,419 94,827

-40,912

104,362

-2,780

101,382




article, the government is in effect beating a dead horse since

business is generally in the doldruams.

The real growth in GNP may thus be negative in 1985 at some -1%
to -2%. Further declines in Gross Domestic Capital Formation
(GDCF) are expected. In 1984, a substantial decline of 31.1% {n

GDCF was estimated.

Unemployment and even underemployment rates are expected to
remain high. .Thc absorptive capacity o+t industry, and even
agriculture, will not significantly improve. Continued i{mport
restraint will hamper development efforts inasmuch as many of the
fndustries are still import dependent. Even high technology

tnputs for agriculture are imported.

The recent approval by the IMF of the GOPs Economic Plan and the
expected approval of the financing requests at bDest offers
temporary relief to the economy. It serves to push back the
problem of debt repayment in the hope that the economy will be
able to recover at a pace fast enough to allow it to mneet at
least interest payments in the interim and principal repayments

within a few yesars.

The need tc generate domestic resources withouvt unduly straining

the economy’s productive efforts still remains to be a major

problem, In the earlier part of the 19805, the government
adopted a countercyclical strategy which invalved the channeling
o4 substantial amounts of public resourcex into what it consi-
dered productive activities. Part of these resources wers
sourced from foreign creditors.
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The benetfits +4rom these investments have apparently not been,
realized considering the crisis being faced and the country'q

inability to adequate!y service its debts.

At this point, the government will not be able to sustain
investment levels of earlier vears. And such 2 situation is

expected to continue through the coming few years.

The actual implementation of the various programs will however

require substantial amounts of resources e.g. financial and

technical.

In view of resource constraints 4rom both within and abroad,
Government will place priority on the support of its current
operating expenses of government rather than capital outlay. An
fmplication here (s the restraint on increasing investments and

expenditures even in ctherwise nen but productive areas.

With these context, +Future 9osls and strategies may be defined.

In broad terms ne must definc where we want tc gc or where we
want te be in the next fewn yesrs within the limits of various
constraints. Then we g0 on to define how we act there. This

last point is in » large pert tied to the avatlatility of

resources.

For the Mission & key gquestior would bs what to plan for in the
context of the Government's program. Conflicts may arise due to
the differences in opiniorn as to th; types of programg to be
pursued &= percieved by the GOF cr by USAID, or evern by the

people themselves.




QVERVIEW QF UPDATED GOP DEVELOPMENT FLAN, 1984-19827

The starting point for the deéinition of Government's program 1is
the updated Developwent Plan for 1984-1927, The essence of the
updated Philippine Developwment Plan +4or 1984-1987 is to
strengthen the national will and capsbility ¢or selé-reliant

developnent and econamic enmancipation.

Its underlying objective is to pull the country out of the
current crisis through a conscious effort to improve productivity
and attain self-sufficiency} and in the process, evolve & wmore

independent, selét-determined, and participative Filipino.

Selt-reliance entails the according of priority to the develop-
ment of domestic resources and the capacity for pursuing economic

growth and other g9oals on a more sustainable basis.

The plan thus calls ¢or a balanced agro-industrial strategy.

Presumably such & strategy demands less +{oreign exchange,

addresses the needs of the greater majority of the populationg
and hass the potential of generating 1ivelihood, exports and
savings in the fastest and most eéfficient way. Such a strategy
is likewise expected to lead to a more balanced urbanization
process and population distribution. It likewise looks to lower

populatior growth rates (rn the countryside.

A +¢$ive-point recovery program iz set forth in the Plan, as

40l lows:




Loan Re-structuring

This essentially seeks to:

reschedule repayments of maturing ¢oreign obligations
alcng longer maturities, :

reestablish credit lines,

enter into refinancing arrangement with banks and
bilateral/multilateral +inancial institutions (among
these are official loans for fo0d and agricultural/
industrial inputs, and new |oney $ar other
requirements)},

realignment of external debt ceilings and government
guarantees,

total direct borrowings to be distributed as ¢ollows?
73% - government projects

25% - private sector projects

Economic Stabilization

This strategy hopes to:

generate additional eovernment revenues, encourage
expor-ts, minimize inélation} and

ettect demand management policies to restrain
unnecessary consumption and imports, as well as provide
adegquate incentives toward export development
activities. :

Retocusing Economic Priorities

This intends to:

reduce public investment programi

emphasize on-going, labor-intensive and small-scale
projectst

focus government construction mostly on rural roads,
irrigation and related infrastructurest with rehadbili-
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tation and maintenance of completed infrastructures and
housing factlities ¢or low-income ftamiliesy

put emphasis of public investment on on-going energy
projectss or the completion of large-scale rural water
supply projects and the construction of smaller-scale
rural water supply projects] and transport facilitiess

rely on agriculture to take the lead in development}
the program will extend to subsistence ¢arms, +forest
development, aquatic resources, and wmineral-based.
activities; and toc complementary cottage, small-scale
and labor-intensive industries.

Expansion and _Strengthening of the Stru
AdiustmentiPrograw ’

This will be carried aut via:

phase-out of the diftferential treatment of foreign and
domestically produced products under the Philippine tax
system}

selective iwmplementation of sectoral developwment and
restructuring programs in industryy

refinements in the energy implementation of
sect.aral development and restructuring programsi

retinements energy investments and pricing. Ry the end
o 1985, dependence on imported energy is expected to
be reduced to S0%;

revitalization of agriculture, +¢forestry and 4¢ishery
through productivity improvement, the pricing and
marketing system, and wore integrated planning and
management.

Isplenentation of Prooraps 1o Sustain the Achievement of
focial Objectives

These programs will seek to:

alleviate the plight o workers, notably those latid-off
through ’

- unemployment assistance loans

increased participation in livelihoaod programs

40




- skills retraining

- continued implementation of progrins in
health, nutrition, education, housing, etc.

Health and Nutrition

Increase o0f access t0 health and nutrition through!
o Institutionalization af Privary Health Care (PHC) which
shal]l be develcped jointly by the government, private
sector, and the peaple.

o Expansion o©of Medical Care Insurance tc all selé¢-
employed and their legal dependents.

o More efficient implementation of heslth ard nutrition
programs wWith:

(1) emphasis ©On preventive medicine and mainte-
nance ©of a clean and healthy environmenti and

(2) increased local government participation in
integrated service delivery.

o Promotior o©oFf balanced regional allocation of resources
through

(1) regional despersal of nedical training
institutions! and

(2) ewmphasis of health inérastructure development
barangay health stations, rural health units,
and primary level hospitals.

Development o+f Se!t{-Reliance through community involvement

and participation in health and nutrition program.

Development and Increased Utilization of Resources through the

o developwent of drugs ¢rom indigenous materialssg
(-] developument of herbli nedicines;

o tapping of faith healers, iccupun:turist:l and
-] piroduaction of low-cost nutritious food.
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Adoption of total/integrated approach through:
o establishment o0f links with KKK and KES§

- underscoring the importance of environmental factors in
health protection}

integration of nutrition considerations in education,
social services, agriculture, and other sectorst and

international and regional cooperation.

Strenthentng of private sector participation through!
-] support o+ bed capacity allotmenty
-] squipsent sharing at all levels ot health care;
voluntary consultancy services to government hospitalst
health referral systeung
use of herbal medicines; and

health education

Promotion of wmore efficirnt program, monitoring, evaluation and

research.

Education

short Jec Strateaies

increase support +¢or the balanced agro-industrial development

strategy via the strenghtening of:

o agricultural and technical education and training in
+ormal and non-formal systems

research capability in tapping indjigenous resources and
technology.

Minimizing tmpact of economic dislocation through the:

-] retraining of laid-off workers;




Adjusting
o

training of unemployed, underemployed and out-of-school
youthi

according éi training priorities on +$ood, beverage,
footvwear and wood industries) and on skills demanded by
the overseas labor market} and

development of skills ¢for selé-employment.

to ¢inancial constraints by:
working out more realistic tuition fees, and

expansion of scholarships and student assistance
programs.

Tapping alternative sources of funds through:

o

a review of a number of {inancing proposals}

participation of educatiorn personnel in KSS which has
been extended to include textbook writing, preparation
of instructional wmaterials, and production of other
items needed by schoolst

training cost-sharing between public and private

sectori and

fmplamentation of a Capital Renewal Program which shall

avail itselt of direct grants and aids (nstead of
ioans.

More efticient and effective resource use through:

adoption of a service contracting scheme, and

maximum ytilization of academic personnel.

HMediue and Lona Jern Stirategjes

Elementary Education

*

expansion 0Of experimental education programs ¢for dis-
advantaged and gifted learners emphasizing the use of
community-based rather than school-based strategies

vigorous training and retraining of teachers and

administratorss




institutionaltization o4 a systematic wonitoring and
evaluation of elementary education performance; and

gradual integration of computer education into the
regular curricula.

Secondary Education

curriculum development}

staté development of teachers and administrators;
provison o instructional materials;

conduct of research and special studiesi and

upgrading of barangay high schools into <unctional

community centers so they can take s more active role
in the provision of skills required in the community.

Technical-Vocational Education

Continuwed orientation towards the needs of {ndustryj
and

evaluation ©of more efficient machanisms to ensure
absorption of graduates.

TYTertiary Education

Devising ©Of creative and productive financing schemes
tor institutional developmenti and

development of higher level protessionas.

Science and Technology

Training o¢ high level scientitic mapower through a
consortiue anong top university science departnentsg

toreign training;

curriculum development to focus on cowmputer education,
biochemistry, ¢<ubmicror engineering, and other related
technical and scientific ¢ields}

provision of low-cost but appropriate science
sgquipmentt and

creation of a regicnal network of science institutes.

a4




Non-formal Education and Training

o provision of skills and the development of entre-
preneurship in support of the manpower requirments
primarily of small and wmedium-scale export-oriented
industries}

o meeting the need for functional literacy, numeracy, and
citizenship training of those who +ail! to avail
themselves of formal schoolingl )

o gradual shifting of skills training responsibility to
the private sector through, e.g. the training contract
mechanism} and

2 o intensified cawmpaign ¢or nationwide apprenticeship
registration.

Employment

Minimizing the impact of economic dislocation via:

o extensiaon of emergency unemployment assistance loans}
(] retraining in skills needed by the growth sectorss
() participation in XKK, overseas employment, food aid and

Balik~Provincianat and

) emphasis on rural-oriented, labor-intensive infrastruc-
ture projects.

Increased support +¢or Balanced Agro-Industrial Development
Strategy through the!

o Strengthening of the livelihood components of the Rural
Workers®' Programi and

o expansion o0¢ rural mobile training programs to areas
without Regional Manpower Training Centers.

Generation of more employment opportunities via the!

o promotior of cottage, small and wmedium-scale industries
and labor-intensive enterprises using indigencus raw
naterialss and

%‘ o uUsé¢ ©F labor intensivse methods in the construction of
infrastructure projects.
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Promotion of employment opportunities through the:

-] strensthening of local placement oféices)
o fmprovenent of apprenticeship/learnership systemst and
) overseas eamployment.

EQBULATION

Children and Youth

Adults

Elderly
o

massive supplemental fee¢ding ocoutside Day Care Centers
for 0-3 years 01d group

internalization of small +¢amily size norms and
increased child spacing practices

population information-education program.

-

productive employment through intensié¢ied Ranpawer
development programs, employment services, and selé-
emp loyment assistance

training of landless workers to promote the viability

of agro-based industries
expansion of social security coverage to selé-employed

more efficient and less costly access to family
planning services.

participation in community activities
provision of health services
expansior. of social security benefits

support for instutitutions for the elderly.

46




EUTURE _DIRECTIONS

The +foregoing discussions point out various aspects of the cricis

the economy is currently ¢acing;i and the stratesies outlined by

the Government to pull the country out of the crisis and put {t

on i{ts way to recovery.

The various estrategies embodied in the wupdated Philippine
Development Plan <for 1984-1987, particularly those on social
development, provide 8 wide range of alternatives ¢$or USAID
assistance within the framework of its Congressional Mandate and

the Philippine plan.

The broad objectives and strategies of the Plar appears to be
sound and relevant. The Flan, however, is not specific how its
development program is to be funded. Many of the projects listed
in the Plan document are on-going indicating that within the next

few years, very few new programs are 1ined up.

For USAID, and ¢or the next CDES in particular, the problem to
answer would be what direction the program should take toc enable
the Philippine economy to maximize the benefits $rox USAID’s
program of assistance. Putting it in another way, 4t is of
utmost importance that USAID maximize every dollar of assistance

spent for the country's developrmen..

A set of guidelines for the design of new activities must thus be
developed. This is &0 because llmtting USAID's assistance
primarily to the support of on-9oing programs would deétesat the

whole purpose ©of the CDSS and its periogdic updates.

a7




The CDS§& wmust be flexible e¢nough to allow assistence to be
provided to existing prograws i+ these ars deemed relevant to and
supportive ot develiopment o+ the poor groupsi or $or the develop-

mert of new types ot programs which are deemed more effective.

The target of development assistance programs oO0+f the United
Etates are the “"poor majority” in developing countries. In
addressing the needs of this "poor wmajority® there are two

overall cbjectives that may guide the selsction of programs.

One s the alleviation of poverty and the other is the iwmprove-
ment of development potentials. The former would be addreased
specitically to jdentitied poverty groups and hence the need to
fdentity who make up these groups. The latter ¢ocuses on areas
with growth potentials as s means 0f maximizing returns on

investments.

Poverty ogroups wmay exist within these areas and as such will
benefit +¢rom implemented programs. The ditterence in this

approach is that it focuses on a broader guiding framework.

It in effect recognizes that not all paverty groups, or ({n

broader terms, not all areas will reap the benefits intended $rom
investwments poured in because some of these may lack such

potential necessary for this.

Phase II of this project thus seeks to develop a3 mode! +$or the

selection of programs and projects for the next CDSS.




FOOTNOTES:

Romeo A. Reyes, °“Administration of Official Development
Assistance +¢ron UNDP and USAID: A Comparative Analysis,"
Journal of Philippine Developwment, First Semester 1980,

Manuel 7. Lim, "The Employment Situation in 1983 and 1984,"
Center Reseach ¢or Communication, February 1984,

nichnoi Alba, "Estimating Literncy Rate: A Study Relating
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