G @ | TOGETHER

!{’\N i D/? L&y

=S~ vears | for a sustainable future
OCCASION

This publication has been made available to the public on the occasion of the 50" anniversary of the
United Nations Industrial Development Organisation.

’-.
Sy
B QNIDQI
s 77

vears | for a sustainable future

DISCLAIMER

This document has been produced without formal United Nations editing. The designations
employed and the presentation of the material in this document do not imply the expression of any
opinion whatsoever on the part of the Secretariat of the United Nations Industrial Development
Organization (UNIDO) concerning the legal status of any country, territory, city or area or of its
authorities, or concerning the delimitation of its frontiers or boundaries, or its economic system or
degree of development. Designations such as “developed”, “industrialized” and “developing” are
intended for statistical convenience and do not necessarily express a judgment about the stage
reached by a particular country or area in the development process. Mention of firm names or
commercial products does not constitute an endorsement by UNIDO.

FAIR USE POLICY
Any part of this publication may be quoted and referenced for educational and research purposes
without additional permission from UNIDO. However, those who make use of quoting and
referencing this publication are requested to follow the Fair Use Policy of giving due credit to
UNIDO.
CONTACT

Please contact publications@unido.org for further information concerning UNIDO publications.

For more information about UNIDO, please visit us at www.unido.org

UNITED NATIONS INDUSTRIAL DEVELOPMENT ORGANIZATION
Vienna International Centre, P.O. Box 300, 1400 Vienna, Austria

Tel: (+43-1) 26026-0 * www.unido.org * unido@unido.org


mailto:publications@unido.org
http://www.unido.org/

o )) )LJ/; '/ &:/\.’ ' /5;'

UNITED NATT1GLG Oripinal:  Inglich

Centrc for Irustrial Levelopment Larch 1966

. CID/COLF 1=€7/Conntry ey ort 10
t Restricted aj

0/6

ORGANIZATION AND ADMINISTRATION OF INDUSTRIAL SERVICES

IN
PHILIPPIN'S

Technological Division

Industrial Institutions Section

66-08327







-

Foreword

Background

CHAPTER
I,
11,

I11,
v,

(TR C MY

et o . A i o A 4 i

FCLICI.O, AIlS, AND ORJ:LCTIVES
FLAREIRG OF INUWCTRIAL DEVELCEHILMNT

History .
BACHINERY FUR FLAMVING, JwFLLIOKTATION AND LVALUATION

RELLARCH &0 " DEVELOFwiNT, STATISTICS, TESTIRG AKD
STAHUARLL.L.TTON

Ve INDUSTRIAL FROMOTION
VI, HACHINIRY FOR ADMINIGTEHING FUBLIC INDUSTRIAL
ENTERFRIZES

VI, IKDUSTRIAL FINANCING

VI1I, (ANPCULR AbD TLCHNICAL TRAINING
IX, IHDUSTRIAL ADVISORY ANUD EXTINSION SIRVICES
X. LIGaL AND RLGULATORY HATTERS

Bibllography |

fage

16

18
18
25
23




FORLS CHD

The prosent report is one in a scrices of thirty-four country studies in
Asia, Africa and Lualin america, which attempt to identify those public and
semi~-public instituticns important to thc orpanization and administration of
industrial development, This is not a study of the substantive aspects of the
Philippine cconomy but rather a review of the institutional framework for
industrial development,

The study was undertaken by the Centre for Industrial Uevelopment after
the endorsement of this programme by the Commitiee for Industrial Development
during its Fifth Session .n May 1965, )

To ensure some measure of uniformity in the country reports, the Cent:-
for Industrial Development auggested'a general outline for the use of the

consultants responsible for the country reports, In accordance with these
guidelines, the Philippines report follows a functional breakdowm of the
institutions involved in industrial development, namelys (a) objectives;
(b) planning; (c) research and standardization; (d) promotion and
develogment; (e) publie industrial enterprises; (f) finance; (g) manpower
and training; (h) extension services; and (i) legal and regulatory
provisions,

This report has heen prepared with the assistance of Dr, Lawrence W, Bass,
who conducted the study in the Philippines in Novauber 1965 as a consultant to
the Centre for Industrial Development,




X. ORGARIZATION AND ALJINISTRATION OF INDUGTHIAL S$LiVIC.O IN THh PHILTIFFINI
Background

1. The ihilippinos consists of an archipelago of 7,10C islands with a
total land arca of 30 million hectares and roughly 3C iaillion pecple., The
population density is alout 100 percons per square kilometre, which is less
than many other Asian countries, The population is growing rapidly at a rate
of 3,3 percent per year, Literacy is zbout 72 percent, Unemployment is 6.5

percent, The breakdown of enployment into major categories is as follows (33):
TABLE 1

Rumber Employed Percentage
(thousande) Increase
Agriculture, Forestry, and
Fi&hing 5: S48 51 89e ’ 29.7
kining 3 3 25.8
Construction 198 236 5.8
Manufacturing 962 1,052 94
Transport, Storage, and
Communication 245 6 29,0
Services, including Coverrment 859 1,123 307
LYot Rerorted = e eeseremet— e s e s——— 0 8
Tnial 7,702 9,603 24,7

24 Hamufucturing is becoming more promiment as & source of national

income, During the pericd 1956 to 1962 it incressed st an annual rate of

8 percent, while Gross Natioral Produet rose bty only 5 jpercent, Its

share in national income grew from 14,5 percent in 1956 to over 1E pervent
in 1962 (33),
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3. Total receipts frem manufacturing operations are broken down into

major industry classes in Table 2. Those that showed the largest increase

in employment in the period 19%56-(2 are: electrical machinery 2C4L percent;

metal products 1C1 percent; textiles 79 percent; and beverages 72 percent (33),
TABLE 2

Income from Manufacturing, 1960
~ (Values in Hundreds of Thousands of Fesos)

Foods and Beverages 10,947 a
Tobacco Froducts 1,899
Textiles and Footwear ‘3,815
Wood and Cork Froducts 1,693 ,
Faper, Paper Products, Frinting
and Fubliehing 1,967
Leather and Rubber Froducts 1,275
Chemieals and Petroleum and em , '
Products | 5,830
Nonwh tallic kinerals and %m -
Froducts 3,598

ke The Macapagal FPlan - % Fiﬂ-! ar fﬁtcg#&ﬁa& &éﬁi@uﬁﬁémc
Programne for the Fhilippines fiscal year 19€2 to 1967," (43) s detsdled
in the published ﬁésﬁ%hs%t?m;éﬁt to Wess%&é%ém& 1962,
projected an average yesrly increase of 6 percent in domestiec production,
going from the rate of 5.5 percent in the period lw%?%&&% i&l%?; :
& mid-1967 1t should, thercfore, have iﬁemeé hs 50,9 percent of its 1%%
1ﬂﬂ¢ =
- The ineresse in national income in various sectors is forecast as
follows, in millions of pesos at 1960 pricees |
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TABL: 3
National Inccme in .ijllions of Pesos
Agriculture 3,472 3,702 3,835 3,973 4,116 L, 257

Industry 1,970 2,542 2,819 3,126 3,467 3,850
(onstruction 324 408 450 498 550 607
basic Facilitizs,

Trade, and

488 5433 5604 5,809 6,067  Guhi8
Total National

Income 10,52 12,085 12,708 13,406 14,209 15,162
]
6. Attainment of these objectives will require, according to government

estimates, the following gross fixed investment during the five~year plan,
in millions of pesos at 1960 prices:
TABLE &4

i&gricﬁitum
Mining
danufacturing

Construction, Including
Public Vorks

Transportation and
Conmunication

Grﬁzﬁi'ﬁ}ta} S }.2,%‘}3"’

T Imeetasem* in mining and mta&%uring will heed to rise in ;&er@a&ﬁase
of total fixed investments from 27 percent shown in 1956=59 to sbout 36
percent during the five-year period, (43) Increase in the basic industries =
metals, chemicals, pulp and paper, integrated textile mills, ete, ~ are needed




to supply raw material. for expansion of light industrics, replacing imperts,
Large investiments ar. wquired in roads, power, irrigation, transjortation,
and communication, for which the government plans to put up directly, a total

of 2,809 rillion pesos. Vith a favourable investment climate, the privatz

sector should contribute a total of 9,244 million pesos in fixed investment
Plus 640 million pesons for inventory increase,

8, To provide the 12,693 million pesos of capital, gross domestic savings,

including redn.ested earnings of foreign enterprises, are expucted to amount
to 11,385 million pesos or 89 percent, The rate of gross domestic savings
will have to increase gradually from 12,7 percent of gross income to about
16 percent in 1967, The Plan looks to foreign irvestmert to provide the
remainder,
9. Imports of consumer and capital ods and various services called for )
amount to FU.S, 4,271 million, Lxports of commodities, chiefly raw materials,
should reach $U.5,2,944 million during the five-year poricd, This Frogramue
is designed to create nearly 11,620 Jobe, reducing unemployment to 5,5 percent,
The pattern of employment is expected to change as shown in Table 56

' TABLE 5

Apriculture ‘
Hanufacturing and hining 12,0 20,2
Construction 3.1 Jed
Facilities, Trade and Services L B2 28,3
10, Frivate consumption sxpenditures are expected to increase by 45,2

percent to an annual level in 1967 of 13,512 million iiée pesos as compared
with 9,304 million in 1960, S Ll




11, PLANDLIG CF LI U T 1aL DLVl obedaT
11, History (L3). The Joint Freparatory Comnittee on bhilippine affairs

in 1938 issucd "Recommendaticns on Leonomic Adjustments During the Ten-Ycar
Transition Pericd Prior to lolitical Independence," This was not a forral
devclopment plan but it recormended projects for improving technical training,
transportation, conservation of natural resources, agricultural precticer and
institutions, manufacturing tariff schedules, public revenue systems, and
health conditions,
12, Followirg the war, several plans were formulated for economic
rehabilitationt
(a) Joint Fhilippire American Commission, "Recommendations
on Economic and Financial Adjustments for Lconomic Recovery";

(b) Hibben himorandum on a Five-Year Investment blan, 1948-52;

(e¢) Beyster Frograzme for Fhilippine Industrial Rehabilitation
and Developuenit

(d) ZSovermmert Prograxme of Economic Rehabilitation and
Development, 1949-53 (Cuaderao Flnn, 1948);

(e} Fnilipoine Agrictultural ard Industricl Development FProgramme,
1950=54 (YULO Flan),
13. By 1955, although the reconstruction had not been completed, it is
considered that the country had entered the economic development planning
period, and the fullowing five plans have been framed successivelys
(a) Rodrigues Flan for 1955«59 involved a continuing planning
and prograrming concept :nd was approved by the President
in 1954 but was not implemented;
(b) Puyat-Romualdes Flan for 1957«61 was based on a public
investment schedule and a schedule of total capital formation;
(c) Koy Flan for 1957-61 was drafted by the legislative branchj
(d) Loesin Flan for 1959/60 to 1961/62 was a later version of a
three-year prcduction progranme appended to (b);
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(e) The vacapagal FPlan, "Five-Year Integrated Jocio-Lconomic
Frograzme for tnc Fhilippines" 1963-67 (43) was adopted
as the official programme, The target was for development
in terms of broad orders of magnitude in private and public
seclors, Rates of economic growth were projected at 5.5
percent. between 1962 ard 1%63, and 7,0 percent between 1966
and 1967, The total investment target is 12,693 million
pesos of vhieh 3,929 million pesos, 32,6 percent, is directed

to manufacturirng,

14, The National Economic Council, created in 1955, serves as the economie
planning arm of the government, 1t is empowered by statute to formulate
national economic policies and to prepare comurehensive economie and social
development programmes, It has the organization shown in Chart 1. The g’lﬁfm, L
after approval by the Fresident and/or Congress, are implenented by goverrment
executive d&p&!‘t&%ﬁéﬂt&, corporations, finencial institutions, or by &aﬁe;}“" 2
cities and other local governments, ‘ G (
15, The Nationsl iconomic Council is vested by lsw with the fwtlm af
evelustion, It also has the duties of reviewing and making modifications ef
all existing ecorsmic &W&lﬁ]}ﬁiﬂﬁ} progrommes at least once u year and of
submitting periodic reports to the Fresident and to Congress on the pmgrgsa ,
in economic planning and implementation, and on needs for legislation and
ehaﬁgeﬁ in administrative policles, ob_ ectives, and practices, o
- 16,  In 1962 the incoming President created by executive order, the
Frogramme Implementation Agency (50) which assumed and exercised not only the
implementation function, but also those of plamning and evaluation, Its
organization is shown in the adjacent Chmit 2. "hs a clearing house whef -
public and private projects can be techrically and syztmtwally co-ordinate
the FIA serves as a threeswsy forum. Fiost, it translates the oversall
production and investment targets set by the National Economie Couneil irxtﬁ
complementary packages of projects geared toward achieving those goals, Second,
it becowes a forum in which the different capital projects of the various |
goverrment agencies can be integrated and co-ordinated, Third, it providss &
clearing house vhere private investors can bring their investuent projecte to
detemine how these might' be co-ordinated with public projects.,”
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CHART 2
Foogranre Implementation Agency (5C)
Organization Chart. December 1963

The President
Consultants ot en
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IV _fisPARCH Al DEVELCH. HT, STRT1o1i00, TeSTHG AND L0 sh TZATICH

17. The importance of science to the growth of the Philippine econciy wus
recognized by Congress in 1954 by the creation of the Comrittee on Seicncce

and Technology in the House of Representatives ard the Committee on Scientific
Advancement in the Senate, In July 1958, the fcicnce Act was passed and
implemented; it created the National fcience Development Board for over=-all
co-ordination, integration, and supjort of scientific and technological
research activities of Government and in the private sector. This Aet also
ereated the Fhilippine Atomic Energy Commission, which led to installation in
‘1959 of a research reactor and auxiliary laboratories (1),

18, Data on research expenditures by the government for fiscal year 1959-60,
as broken down by departments or agencies, are shown in Table 6, (34,35,37,38)

Department of Agriculture and
Natural Resources

6,175 5.2

Departuent of Education 125 ‘140
| 124
294

Department of Health
Department of National Defence

Department of Fuulic Vorks and
Communications L5k 3.8

Government Owned or Contvolled
Corporations, Includ.ng Government

1.0
2.4

Banking Institutions 1,395 11.6
National Seience Development Board 3,494 28,9
Total 12,065 100.0

19,  Of the total of 12,065 million pesos in fiscal year 1959-6y, 10,633
million or 88,1 percent was spent for applied resecarch and development, and
only 11,9 percent on basic research, The applied research and development
expense break-down by field of study is shown in Table 7 (%4, 35, 37, 38):

-ng.,-




TABIE 7

Classification of ,oplied “esearch Iyvenditure, 1949-40
Arount

(3,CCC besos) Fercent

Agriculture and Related Fields 6,043 56,8

Economic Research 1,374 13.0

Industrial Rescarch 1,451 13,6

Hedical Rescarch 1,237 11,6
Other, Including tdlit,ary and

| s searc) s2f 240

" Tétal , 10,633 10,0

20, The figures for personnel engaged in government rvsearch activities,
tgrftm down by agency, for fiscal year 1959«60 are shown in Table & (34,35,37, }

" TABLE 8

w of Agriculture and
Hatural Resources 604 ™
Department of Zducation 1 29
Department of Health [ ] 18
Department of National Defence b3 24,
Department of Public torks and
Communications 70 1a D ?
Government-Owned or Controlled o gt
. Corporations &5 157
National Science Development Board 203 b4

21,  The following quotation (65, page 31 ) presents the views of the
Chairman of the lational Science Deveiopment Board as to the future requires
ments: (iy considered opinion after assensing the carefully arrived at
opinions of my advisers, is that sometime during the next 10 years the
ceiling for scientific research in this country can be reached, and that
ceiling wuld require a maximum of 80 million pesos of scicace development

nl@-
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funds annually, with 1,200 scicntific rescarch projects going on simultancously
as ccopired with the present 00, ' ¢ have projosed to the tresident of the
Fhilij, ines an initial 4=year program of science @cvolopment with 56 million
pesos annually for supporting 8.0 res.orch projects simultaneously. Ve
beliiw that with annual incrcuents of 5 million pesos thercaftcr, the
deslrebie quota of 1,2C0 scientific rescarch projects would be reached and
eovered with the nccessary funds 10 years from now,"

22, National Ccience Leveloient Board (1soB) (11), This Board was

ereated under the "act to Integrate, Co-ordinate, and Intensify Scientific

and Technological hesearch and Development and to Foster Invention; To
Provide Funds Thcrefore; and For Other furposes." It has an eleven menber
C.verning Board, under a Chairran with cabinet rank, and acts as the policy=~
making body on scicntific matters, The Board prepares the national programme
for science and technology, which is submitted to the Nat: onal Eeonomic
Council tc become a part in the over-all development pmgrw&e of the
goverrment,
3. In the postewar era scientific research has become more oriented
toward applied research, whcreas pre-war it had been in the nature of survey
and fundamental studies, The nore immediate needs of the country demand that
{ndustrial research and development should be given higher priority by
government agencies, This policy is followed by the Fational OSclence
Development Poard and its impleamenting agencies, The undertaking and support
of fundamental research are, therefore, being left to public and private
universities and colleges and to the National Research Council of the
Philippines, a semi-government organization which also serves the government
in an advisory capacity.
2h NSDB adopted the following guldelines for priority areas of industrial
research in the 1962467 R and D programme:

(a) Increased utilization of natural resources to rep}.ai:a imports;

(b) Upgrading and expanding export products;

(¢) Utilizing waste products of agriculture and industry for

consumer goods and export commodities;
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(d) Developing scientitic and technological manpower, and
promoting research in social sciences and science
consciousness,

To carry out these priorities s distribution of goverm.ent R and D funds was
allocated in the following applied areas:

Percent

Agriculture and Natural Resources 20
Industry and Engincaring 20
Medical and Allied Sciences, Food and

* Nutrition 1C
Social Sciences, Fure and Fundamental

Research 5
Training of Scientific hanpower and 1

Research Administrators 40
Promotion, Publication, Survey, Cunf&ﬁmea,

and Other Services 5

25, A comprehensive policy was established to create rescarch consciouse
ness in both private and public sectors, It included, in addition to more
general objectives, such responsibilities as: to initiate and bring about
establishment of standards, quality control measures, and documentation
facilities; to accept specific project proposals from private and foreign
sources; to grant scholarships; to grant additional compensation awards,
bonuses, or priges to deserving researchers ard inventors; to extend travel
grants and to promote ta&zml&gieal meetings; to appoint science attachés

institmc, nnéer t.he suparviaim ox‘ ﬁ&ﬁé, was rearganized in 1953 from t;;e
former Bureau of Science established in 1901, It undertakes industrye
oriented research and development and offers consultative services to the
government and private enterprises, It receives support from the government,
its budget having averaged about 3 million pesos in recent years, It has a
staff of roughly 450. In fiscal year 1963-64 it had a budget of 3,711,000
pesos, an increase of 20 percent over the preceding year,
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27, NIST activities divide into the following major classificatiens: brsic
research 5 percert, ap.lied research 70 pcrcent, and development 25 pereent,
There are cight technical operating units, in addition to the administrat.ve
staff ond Legal Division: (1) Agricultural Research Centre; (2) Biologicul
Research Centre; (3) Food and Nutrition lesearch Centre; (4) Industrial
Research Centre, comprised of the Chemical Research and Lngineering hesearch
Laboratories; (5) ledical kesearch Centre; (6) Tests and Standards
Laboratories; (7) Scientific Instruments and Technical Services Division;
(8) Science Docuncntaiion and Library Division,
hil ic Py, G don (FAZC) (J1,1k). This Commission,
ereated in 1958 by the xrh!u.ipf ine Science Act., is supported by ths goverrient,
Surveys, studies and research are carric? out to promote and co-ordinate the
use of atomic energy in agricultural, medical, end industrial jroblems, It
renders technicsal advice to researchers, provides training opportunities and
facilities, extends services for the repair of instrurents,” and helps in the
importation of isotopes,
29, Other institutions engaged “in research on applications of isctopes
are: the University of the Philippines (UF), the Fhilippine Ceneral Hospital
Radioisotope Laboratery, the UF College of Agriculture, the Burcau of Flant
Industﬁy, and blg?.
30, y Lz , d (3 This is a government agency centered on
use of raw mat.erials for handicraft manufactures,
, : dustry (14,20). This Bureau of the Department of
Agricuiture and ﬁatural Remrees mintai&s development laborstories for
utilization and processing food products of animal origin,

i 1), This Bureau of the Department of igrieulture and
Natural Ressurces has a 1&@1»&%2? for assay of mineral products, geological
surveys, and utilization of minecral ores,
33,  Bureau of plant Industricg (3,21}, This Buresu muintsins & laboratory
Services Division, It hes the following sections: Abaca Irdustrial Hesearch
Laboratory, Fhysical Froperties, Chemical Froperties, lFlant Froduets
Utilization, Food and Industrial Blology, and Industrial Chemistry and
Fhemical Ingineering,

11,14
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34, Fisherics Cermission (18), This Bureau of the Department of

Agriculture and hatural Resources conducts research on fisherics technology
and utilization of marine products,

35. Forest Products Fecearch Institute (1b,60.€1,62). This institute
operating in conjunction with the UF College of Forestry, was created by
law in 1959 to undertake research and development to improve techniques of
wod processing and production, utilization of wastes, and development of
new forest product industries,

iﬁnistry of C:eamemc and Iwusﬁry; is ear:ying out s&uéigs in varieua
technical areas to assist small-scale manufacture on improvement and

- standardization,

. fonsl Development Compam This organization, in which
the goverrrent is the njor stocmldw, includes a technical de artment
which conducts industrial research in arcas in which its investments lie
oF are pm jected,

38,  thilippine Coconut Administration (ib),

This govermment agency was

ecreated in 195) and operates under the Eae;artawzt of fgrieculture and Natural
Resources, Its research is on the improverent of the copra industry and
utilization of cocomut by-products,

This ag ney is in the process of

; idieeine Susar Institute (3 This is a semi-public gorporation
organized in 1951, it ia mppaﬁeﬁ jesiﬁuy by the govermment and eugar
planters and millers. There is a fiveemember Board of Directors, of whon
the majority represent the sugar planters, Research on the utilization of
sugar cane bye-products and wastes and on agricultural aspects are uaéeﬂakea
aniﬁh uith luge wg&r eentrai:,

hil , Tobac diinistrat , This ageney, supported by
gﬁmﬁ m and taas fm t&b«em ylastef&, carries out studies on
tobacco products, including byeproducts and wastes,
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b2, Textile Research Project. This programme is nw being formulated.
43, University of the Philipnines (UP) (14)., 1his is the largest

government supported university. It established an Office of Research
Co-ordination in 1959, which implements Research ard Development projects
through its Natural Science Research Council and Social Science Research
Council. Most of the industrial research proJjects are undertaken by the
Colleges of Agriculture and Forestry, Pharmacy, Engineering, and Fisheries,
By,  International Rice Research Institute (10). This is a privately
endoved institute established four years ago by grants from the Ford
Poundation and the Rockefeller Foundation. Its programme is concentruted on
rice, chiefly on agricultural prcbleas.

The liatimi science ﬂevclepmmt M in mm yeeri has m making a survey
of technical activities of private industry. The figures mentioned belcw vere
obtained for 1959 by questionnaires sent to 403 establishments, of whom 38)
replied. Fifty-eight firms reported that they engaged in research and develop-
ment activities, and 56 of them employed a total of 2i1 scientists and
engineers for this purpose, with 303 supporting personnel, Total expenditures
for research and development by 58 firms was 4.C3 million pesos. Those
segments of industry accounting for major amounts were: foods 39 percent,
rubber products 18 percent, chemicals 17 percent, clectrical equipment 9 percent,
petroleun and coal 5 percent, anl nonemetallic mineral products 5 percent,

46.  ftenderds. In addition to standardization activities being carried out
by government agencies, the Standards Association of the Philippines, Inc.
(19), vas established in 1955 as a non=profit organization. It is composed
largely of scientists, technolcgists, tusiness executives, private businesses
and industrial firmms, and trade and industry associations. Its members pay
moast fees to support the activities, It prepares and promotes adoption of
stardarnds, specifications, and codes, and acts a8 a national clearing house
for standards.
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k7.  Ppatents (b1, L0). The Philippines Fatent Cffice 1s urder the Department
of Commerce and Irndustry. It investigates applications ard grants ;atents for
17 years on inventions aund for 5 years on decigns and utility mcdels; the
latter may be extended for two additional fiveeyear pericds,

48.  Market Research. The Country Report fur the 1965 ECAFE Conference on
Industrialization (1h4) 1ists 58 murket surveys and studies carried cut under
government auspices since 1955,

A9.  The Project Implementation Agency (4h,h5,46,47,51,52,53) has conducted
and released numerous studies on various Philippine industries, such as pulp
and paper, -motor wehicle assembly, and household appliances,

50.  The Department of Commerce and Industry has issued reports (22,23,24,27)
~on such areas as coconut, sugar, forest products, sbecs, rineral products, and

S52. he Departmen: paercs and Indusstry (@,ﬁ) vas created in 1947 “as
gmﬁua& mmﬁwmﬁem, develop, regulate, and
control the conduct of Philippine commerce and industyy.” It nov has twelve
buresus and offices and a total staff of 35,640 employees. 1ts senfor officials
are the Secretary, the Undersecretary of Commerce, and the Undersecretary of
Industry., Its subdivisions ere as follows: Buresu of Commerce, Sugar Quota
Adninistretion, Securities and Exchange Commission, Philippines Patent Office,
Weather BuPeau, Co=operatives Administretion Office, Buresu of Census and
Statistics, National Cottage Industries Development Authority, Rice and Corn
Board, Buresu of Fiber Inspection Service, Civil Aeromsutics Board, snd Buresu
of Standards.

3. The scope of activities of the Depsrtment is susmarized as follows in
its Eighteenth Anniversary Souvenir Brochure: Provides economic intelligence
to boost foreign trede; encourages and co-ordinates foreign trede missions;
participates in international conferences to promote foreign trede; sponsors
specisl trips abroad to foster foreign trede relstions; negotistes trede

o’
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agreenents; participates in international trade falrs and expositions;
undertakes commercial diplcmacy; conducts local commercial and industrial
conferences; re-exsnines economic legislation and trade laws; prepares and
certifies econcmic bills; renders financing assistance to retallers;
encourages developmernt of dbasic industries through tax exemption privileges;
promotes local products through regional trade fairs and expositions and
permanent display centers; protects retail business against alien domination;
preserves rights of inventors ardi memufacturers through patents; guides local
investment {nto pricrity lines; disseninates trade information; conducts
seminars ard training programmes; and encournges formation of non=agricultural
mﬁﬁiﬁh

sh.  Nation L8 Iustrie el ,_Authority (31). This sgency
of the mmg of Commerce and tvm vos created by lav in June 1962,
and has a board of five members apjointed ty the President., It now has a
staff of T50 regular employees, of vhom about 300 are in the main office,
mmwmwu It operates ten regiocral institutes with a total of
A50 eaployees, including 30=bO engineers. oy,

55. Activities for fiscel year 1963-64 s summarized in the Second Annual
Report, included the folloving: registering 9,065 cottege industries and
svexding character lcans totaling 500,000 pesos to 2,700 applicants;
evaluating 20 categories of handicrafts and issuing specifications, and
imting b5 other products; establishing msny display centers arcund the
country; lsunching a natiorwide survey of cottage industries; conducting 302
training courses to train 33,267 cottage artisans; participating in inter-
maticnal trade fairs to promote sale of cottage products; organising,
registering, servicing, endorsing, ard giving financial sssistance to 22
comoperatives; and orgonising 10 regional institutes.
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56, Government policy for encouruping induslrinl developiwnt during the
period 1962-1905 is expressed in the following quetations from the macapagal
Flan (43): ".c¢ believe that econciic development is principally a task of
private enterprise and not of govcrr:rs;mt. “he government's role is to create
a favourable envircnment that will provide tne inducements necessary, in
terms of policies and measures needed, to foster economic growth and

stability...The first requirement for govermnment is to ensure the judicious
q £

applization of public investment prograrmes to the establishment of basic

facilities such as roads and irrigation systems, transportation and communie
cations networks, hydroelectric power, harbour facilities, and the development
of land, forest and mineral resources,,,The seccond requirement for goverrment
is the establishment of a complement of policics acsigned to induce the.
maximum of internal domestic savings and the meximum of external financing
in order to sustain the over-all investment requirements of the economic
é@elopment programme, " «
57.  Hence the main activities of the government have been to improve the
infrastructure and to create a favourable investment climate. The steps
taken to encourage the financing of industrial ventures are sumariged in
the following section. The operations of the National Development Comparny .
88 a minority participant in eqaity to encmzmge desirable industries are
also mentioned there,

THANCIN

58, oeps and Investment Council (30) In march 1963, this Council was
created hy tre Fresident under Lxecutive Order No, 36 to co=ordinate
investment policies of povernment financial institutions, It has a meﬁﬁar-
ship of eight, under the chalrmanship of the Linister of Finance, Other
members are the heads of the following agencies: Commerce and Industry,
Prograrme Implemcntation Agency, Central Bank, vevelopment Bank, Phiiip;,itsem
National Bank, Government Service Insurance System, Social Sccurity System,
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£9, Levelopmerd Dank of the thilippines (UBE) (4,5, 6, 7 ). It

was created in 1958 "to provide credit facilities for the rehazbilitation ard

develojuent and expansion of agriculturc and industry, the reconstruction of
property damaged by war and the broadening and diversification of the natirnal
economy, and to prorote the establishment of private development banks in

the provinces and cities," Its predecessor was the Hehabilitation Finance
Corporation opened in January 1947. In the combined operations of the two
organizations over a period of 19 years, a total of about 2.5 billion pesos
has been channeled into the economy.

6o, DBP provides capital for the establishment and cxpansion of growth
industries, It grants industrial loans, agricultural loans, real estate
71&&:15, disaster loans, loans to local govermments for income producing or
self-liquidating projects, and loans and subscriptions to capital stock of
rural and private development banks, It alsc makes loans to small
entrepreneurs in agriculture, commerce, and industry, It operates many
branches in the provinces, ‘ ,
61, During the fiscal vear ending 30 June 1965, DBI' approved 11,883 loans,
which along with other forms of financial assistance totaled 218.3 million
pesvs, Indusirial loans and equity financing, with 1,242 loans, amounted to
107.5 million pesos, Loans and subseriptions to the capital stock of 130
rural banks accounted for 6,8 million pesos, and stock subscriptions,
advances, and re-discounts to 67 private developmert banks totaled 13.7
million pesos,

62, National Develsrment Company {15) was eﬂiginally organized in 1919 to
pioneer in essential industrial developments for vhich private capital was
lacking, It was given wide powers "to engage in commercial, industrial,
mining, agricultural ard other ventures necessary or contributory to the
economic development of the national and public interests; finance industrial
plants and factories for the nanufacture or processing of Fhilippine raw
materials, or for the operaticn of public utilities necessary or incidental
to the promotion of domestic aal foreign trade; and organize subsidiary

companies," It organized and/»r financed many government corporations still




existing, such as Cebu Portland Cement, Rice and Corn administrition, Naticnal
tower, Feople's Homesite and Housing, Insuiar Cugar ltefining, lLationa) hLe-
settlemcnt and Rehabilitation Administration, and l'ational thi;yards and Ltecl,
63, At the end of June 1965, its funds totaled 275.5 million pesos (up

from 61 million pesos in assets 12 years ago). Its operations during 1945
yielded a net profit of 3,2 million pescs, Its paid=in capital is 29.4

million pescs, out of 50 miliion pesos authorized,

6h.  The preference of NIC is to acquire only minority interest in

enterprises, LO percent equity for example, so that rhilippine capital,

either alone or with foreign capital and know~how, may own the majority

interest and would manage the enterprises, NIC representation on the Board

would be proportionate. Any NLC investment would later be for sale to the . 3
original or other Fhilippine investors,

65.  KIOC has made most cf its investments in textile aills, shipping,

mining, ete, It has a list of new pwjeets under wi@uﬁiaﬁ.

66, Cottage Industries Develorment Authority (31)

in its semnd year of eperatiea had Qiatt‘ib%it«i character loans ct mughly
SCO,GBO pesos among 2,657 individual mttags industries,

of the E'hiiippine l\atisml Bmk) (1‘7}. \hen the tiatiu}i&l Bank was ree
organized in 1955, it was granted specizl povers to extend long-term credit
and equity financing to support projects contributing to economic developnent,
In 1963, NIIC was established to pemmit the Bank to pursue these functions
vithout jecpardising the confidence of its depositors, Its funds come from
the lational Bank and torrowings from domestic snd foreign scurces, Vith
suthorized capital of 100 million pesos, paid up capital of 26,07 million
pesos, and borrowirgs from foreign banks of 58,5 million pesos, during its
second year of operation it had assisted 58 projects with mediur and longe
term loans of L5.1 million pesos, equity financing of 21 million pesos, and
guarantees of 120,5 million pesos, 1In general, its assistance is to medium
and large-scale ventures, for which il is felt that a dearth exists for
investment capital,




68, progrocny lpolereptabicn o 0F (5, %€, 59), 1ihis agency coipiies

data on [inancial asp-oton of varaouwd srdustrias,

VILL. i ode it TLCHEICAL 10/40T0G

69. Techrical Trairine., The urpgent need for educaticnal develejnent is

analyzed ir. an artiele in the Fhilipjine Eecnony Journal (9 ) by the Chief
lducational Supervisor, Office of the Secretary of Iducation,

70. Data from the Burcau of Frivate Uchools end the University of the
Fhilipuines reveal: according to G.Y. Zara, Vice<Chairman and ixecutive
Director, lational Science Levelospment Board (€3), that of roughly 200,000
graduates with the baccalaureate or first professional degree in the decade
194959, only 18,440 or 9,2 percent were in conginecring, B,360 or 4.2 percent
in natural and biological sclence, and 29,220 or 14 percent in the field of
health, The average murbors of graduates yearly were 1,800 in enginecering,
83 in scionces, and 3,0C0 in health,

71. Ko statistics on the demand for technically traincd personnel have
been collected, Government plans for industrizl development cbviously will
result in increasing nceds for engineers and scientists, ss will also the
projected increases in health services for personnel trained in that field,
72, The Lational Science Levelojnent Board has primary responsibility for
development of scierntific and technological manpower (36, 39, 40), It is
undertaking the following programues: (a) awards, scholarships, and
fellowships; (b) strengthening the educational system at all levels through
technical and financial help to various projects; (¢} incentives to out~
standing researchers or inventors (being transferred to the new Fhllippine
Inventors Cormission)) (d) preparing background for legislation improving
employment. conditions of technical snd scientific personnel in govermment
agencies; (e) upgrading personnel in KSUB3 (f) assistance for delegates %
international conferonees,

73. A Science Talent Gearch, begun by KSUB in 1958, during the past year
awarded 424 full scholars, 274 partial scholars, and 32 replacenent scholars,
Under the Graduate Training lrogramme, NSLB awarded in 1965, % local scholare
ships and 14 foreign schelarcships, st the secondary level, in 1%64, the

goverrment orpanized the rrilippine Leience High Zehool,




The NGUB has also collaborated with public and private agencies o dngrove
science teaching at all loevcls. Frojecls include training irstiwutes,
curriculum studies projects, and improvisation of scientifis apparatus,

754 NSDB negotiates, on a government level, grants for training and
observation from the Celombo Plan, NiC-all, UNICIF, UKESCC, 1AFA, and UHC,

76.  _Mararomcnt Training. The Programme Implementation Agency of the
government corducts seminars and training eources for the private sector
(13,64, Applicants are limited to officials, senior esployees, busincssmen,
and professionals. The seminars during July-Cejtenber 1965, included the
following topices government policies regarding the setting up of btusiness
projects; status of Philippine industries; preparation of feasibility studiesg
Appraisal of business projects; local sources of financing; foreign sources
of financing; foreign sources of plant machinery; foreign sources of technical
services; and foreign trade potentials, A total of L17 participants from the
private and public sectors have attended the 11 seminars which have been held
in various parts of the country since 1963,

71«  "The iconomic Development Poundation was established 1 August 1964, as
& private, non-stock, noneprofit, non~political service erganization dedicated
to the development of private economic enterpriscs in the ihilippines." (8)
It was set up to take the place of the government agency called the Industrial
Development Centre, dissolved in February 1964, in the field of project
identification, promotion, and develojment, The organization in April 1965,
had a staff of 67, including officers, of wvhom nearly two-thirde were
professionals, A fiveeman tean of Americans was in residence as consultants,
The business community contributed s capital fund of 345,000 pesos, and at the
end of 1964 the Kational Leomomic Council and US AID veleased a 3 million
peso loan to capital, the eamings to provide supplementary income, In
addition to techmoesconomic feasibility and project evaluation studies, [DF
provides training courses and seminars in managenent techniques and super=
visory control, in such subjects 18 project management, industrial engineering,
financial management, and machine shcp managemert,
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78. The thilip,ine Chamber of Industries Incorporated, (18) which was
founded in 1950, during the last year sponsored an industrial mission to
Lurope, holds seminars and an annual convention of manufacturcrs and producers,
and has recently sent a staff member to Japan for a training course on

assistance to smaller enterprises,

IX, IVGUSTRIAL ALVISORY AMD L TL
79. Very small industries are being served by the National Cottage Industries
Development Authority (31), The services, which are cerried to the local
level through branch operations, include assistance on product design and

standardization, techniques, marketing, and finance.

80, thile there are various types of assistance from public agencies
available to medium and large industrial enterprises, there is no organized
prograzre to carry out technical and managerial services on a broad scale,
This need is recognized in the government and steps. to fill the gap are being
considered, ‘

&

81,  Tax kxemption. Over the 1ast tw cieeaéea there have been numerous
acts passed to grant some degree of tax exemption and other benefits to
encourage industrial development, ‘

ries, Various provisions have been

enacted regarding ex,orta of margiml products on a commodity=-to=commodity
trade b&ﬁis.

The "Securities Act" regulates the sale of

orts apjtal Goocds., Restrictions have been removed on the sale
of fhreigﬁ exﬁhange thmugﬁ authorized agent banks,

85. ses, Municipal boards and ai&y councils
have authority to adept zoning regulations.
86, All trade-named businesses must register with

the Bureau of Commerce and renew registration every five years,
a87. Control cf Gaw iaterials. In general, exports are not restricted,

Imports are exempted by the Central Bank frem special time deposits,
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