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The present report is one in a scries of thirty-four country studies in 

Asia,  Africa and Lútin /unerica, which attempt to  identify those public and 

semi-pubJic institutions important to the organisation and administration of 

industrial development.    This is not a study of the substantive aspects of the 

Philippine economy but rather a review of the institutional framexvork for 

industrial development» 

The study was undertaken by the Centre for Industrial Development after 

the endorsement of this programme by the CornaitLee for Industrial Development 

during its Fifth Sesión ^.n kay 1965. 

To ensure some measure of uniformity in the country reports,  the Centi •> 

for Industrial Development suggested 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 breakdoi/n of th« 

institutions involved in industrial development, namejyt    (a)   objectives; 

(b)   planning;    (c)    research and standardization;    (d)    promotion and 

development;    (e)    public industrial enterprises;  (f)    finance;    (g)   manpower 

and training;    (h)    extension services; and    (i)    legal and regulatory 

provisions. 

This report has been prepared with the assistance of Dr. Lawrence VI. Bas% 

who conducted the study in the rhiMppines in November 1965 as a consultant to 

the Centre for Industrial Development. 

»i» 



£     ORGANIZATION AND AW.jrJIIiTRnTIOK CV INDUSTRIAL SU VIC, 13   IH IHK HflLIITIUL; 

Background 

1. The i-hilippinos consista of an archipelago of 7* ICC islands with a 

total land area of 30 million hectares and roughly 30 ¡ai 11 ion people.    The 

population density is atout 100 perçons per square kilometre, which  is less 

than many other Asian countries.    The population is growing rapidly at a rat» 

of 3.3 percent ^er year.    Literacy is about 72 percent.    Unemployment is 6.5 

percent«    The breakdown of employment into major categories is aa follows (33)s 

TABLE I 

Humber Employed 
(thousands) 

here eiit age 
Increase 

IftSfe iMa •?ft.- ft? 
áp«te«itttrt, Forestry, and 

Flatting 4, 548 5,898 29.7 
Mining 31 39 25.8 

Construction 198 236 25.« 
Manufacturing 962 1,0*2 9.4 
Commerce 803 9ia 13.6 

Transport, Storage» and 
Coaesmleation m 316 29.0 

Services, including Coven»«t 9m 1,123 • JM 

M,liii$â , —,•: -„- ,   ?7,.„, 
tutal ?,*»        9,603 24*f 

2* Hanuf«ucturing is becoming sore prominent aa a source of national 

income.   During the pericd 1956 to 1962 it Increased at an annual rate of 

8 percent, while Gross rational Product rose by only 5 H*rc<snt»   It» 

share in national income grew from 14.5 percent in 1956 to over It pere««* 

in 1962 (33). 
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3. Total receipts from manufacturing operations are broken down into 

.Tiajor industry classes in Table 2.    Those that shewed the largest increase 

in employment in the period 1956-62 are:    electrical machinery 204 percent; 

»etal products ICI percent; textiles ?9 percent; and beverages 72 percent (33), 

TABLE 2 

Income from Manufacturing. I960 

(Values in Hundreds of Thousands of Peeos) 

Foods and Beverages 10,947 
Tobacco Products 1,899 
Textiles and Footwear 3,815 
Ifood and Cork Products 1,693 
Paper, Paper Product», Printing 

and Publishing 1,967 
Leather and Rubber Products 1,275 
Chemicals and Petroleum and Coal 

Product« 5,831 
Non-Hctallic tañerais and ketal 

Producta 3,59« 
Machinery 2,300 
Miscellaneous 197 

Total 33,722 

Attiri Afl flW-ÇTIYB 

> 

1 4« The Macapagal Plan - »The Five-Ï ar Integrated Socie-Lconomic **•' 

Progracane for the Philippine» fiscal year 1963 to 1967," (43) as detailed 

in the published address by the Frttident to Congress on 22 January 1962, 

projected an average yearly increase of 6 percent in domestic production, 

going from the rate of 5.5 percent in the period 1956*60 to 7 percent in 1967* 

% mid-1967 4t should, therefore, ham increased by 50.9 percent of its I960 
level* 

5*        The increase in national income in various sectors is forecast as 

follo«», in millions of pesos at I960 prices i 
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TABU 3 

National Inccrne in ni pions of Pesos 

1262        1262        23èk        12Ê5 
Agriculture 

Industry 

Construction 

3,472 

1,970 

324 

3,702 

2,542 
408 

3,835 

2,819 

450 

3,973 
3,126 

498 

1966 

4,116 

3,467 

550 

196? 

4,257 

3,850 

607 

Basic Faciliti3», 
Trade, and 
Servie«!» kJM 

total National 
Income 10,524 

^Lp 5.604 ^ 6rQ67 6.Ú8 

12,085      12,70«      13,406       14,209      15,162 

6. Attainment of theo© objectives will require, according to fovtrraient 

estates, the following gross fixed investment during the five-f«*r plan, 

in millions of pesos at I960 prices: 

TABLE 4 

F^rad Fixed Investment For ftv-ïottr.flaB 
i dll ione 

Agriculture *09 

tuning 5" 
ítanuf ac turing 3,929 

Construction, Including 
Public lrcrks 

Transportation and 
Communication 

fitf. Other Sectors.... 

2,429 

4,000 

m 

percent 

6.71 

3.31 

32.57 

20.15 

33.19 

„AtP7 

Total Gross Fixed Investment 

.ArifllilSPg.tQ Inventories  

Grand Total 

12,053 

 m. 
100.00 

7. 

12,693 

Investment in mining and manufacturing will need to rie« in percentage 

of total fixed investíanlo from 27 percent shown in 1956-59 to about 36 

percent during the five-year period. (43)   Increase in the basic industries - 

metals, chemicals, pulp and paper, integrated textile mills, etc. - are needed 
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to supply raw materia   for expansion of li,-ht industrie,  r^lacin,: imperts. 

Large investments ar,   '.quired in roadc, power,  irrigation,  transportation, 

and comuni cation,  for which the government plans to put up directly, a total 

of 2,809 n..Ulion pesos.    With a favourable investa«* climate,  the privato 

sector should contribute a total of 9,244 million pesoa in fixed investment 
plus 640 million peons  for inventory increase. 

6. To provide the L>,693 million peso» of capital, gross domestic savings, 

including roJmooted earnings of foreign enterprises, are expected to anount 

to 11,385 million peso» or 89 percent.    The rate of gross domestic saving 

will have to increase gradually from 12.7 percent of gross income to about 

16 percent in 196?.    The plan looks to foreign ir vestment to provide the 
remainder. 

9. Imports of consumer and capital good© and various services called for 

amount to   îu.s. 4,271 million,    imports of co«moditieS, chiefly m materials,' 

should reach   *<J.3..2,944 million during the five-year period.   TM, pro^m*» 

is designed to create nearly 11,620 jobs, reducing unemployment to 5,5 percent. 

The pattern of employment it expected to change as shown in Table $. 

TABLL 5 

fftttern of Projected %^'Wnt 

¿222 im 
Apiculture él-? ^ 

itenufacturing and fining 12,0 ^Q 2 

Construction * ^ . 

Facilities, Trade and Service» 23.2 &,% 

10.       Private consumption expenditure» are expected to increase by 45.2 

percent to an annual level in 1967 of 13,»2 »Uli©» I960 pesos as compared 
with 9,304 million in I960. 

> 



II.     PLANNT! G  CF  li i V. T. ì.-.l DI V: VA-;-,L\T 

11*        History (43).    The Joint Preparatory Committee on ihilippine Affairs 

in 1938 issued "Recommendations on Economic rid just merits During the Ten-Year 

Transition Period Prior to political Independence."    This wan not a forr.al 

development plan but it recommended projects for improving technical training, 

transportation, conservation of natural resources, agricultural practice? and 

institutions, manufacturing tariff schedules, public revenue systems, and 

health conditions. 

12, Following the war, several plans were formulated for economic 

rehabilitation. 
(a) Joint Fhllippirt America» Coemimion, "»«commendations 

on Economic and Financial Adjustments for .Lconoaie Recovery»'! 

(b) Hibben l-ismorandum on a Five-Y^ar Investment Plan, ^Ö-f'Sj 

(c) Beyster FrograTJne for Philippine Industrial Rehabilitation 

and Development! 

(d) Govermer.t Programme of Economic Rehabilitation and 

Development, 1949-53 (Cuaderao Finn, 1946)j   . 

(#)   Phllipoine Agricultural and Industrial Development Programme, 

1950-54 (TOLO Flan), 
13, By 1955, although the reconstruction had not been completed, it is 

oofttidcrcd that the country had entered the economic development planning 

ptrioáp and the following five plans have been framed successively» 

(a*   Rodrigues Flan for 1955-59 involved a continuing planning 

and programming concept 'nd wae approved by the President 

in 1954 but «a» not implemented j 

(t>)   Fuyat-Romualde» Flan for 1957-61 was b&*eá on a public 

investment schedule and a schedule of total capital formation; 

(«)   Koy Man for 1957-61 was drafted by the legislative branchj 

(d)   tocsin flan for 1959/60 to 1961'62 was a later version of a 

three-year production programmo appended to (b); 

• I • 
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(e)    The i-,acapagai Plan,  "Five-Year Integrated Cociu-economic 

Progra-ane for the Philippines" I963-67 (A3)  WEG adopted 

as the official programme.    The target was for development 

in terms of broad orders of magnitude in private and public 

sectors.    Rates of economic growth were projected at 5.5 

perçoit between 1962 and 1963, and 7.(> percent between 1966 

and 196?.    The total investment target is 12,693 million 

peso:-: of vihich 3j9^9 million pesos,  32,6 percent,   is directed 

to immifaoturing, 

III.    IiACHIKUtY FOR PLhHKIKO.   Ii-ffLIflEfr'TATICN ANI; EVALUATION ( 1 ) 

14.        The National Lconomic Council, created in 1Ç55*  serves as the economic 

planning arm of the government.    It is empowered by statute to formulate •      / 

national economic policies and to prepare comprehensive economic and social 

development programmes.    It has the organization shown in Chart 1.    The plans, 

4       after approval by the trépident and/or Congress, are implemented by government 

4       executive departments, corporations, financial institutions, or by chartered 

I       cities and other local governments, 

I      15.       The National economic Council is vested by law with the function of 

I       evaluation.    It also has the duties of reviewing and making modifications of 

I       all existing ecorwnic development programmes at least once a year and of 

I       submitting periodic reports to the President and to Congress on the progress 

}       in economic planning and implementation, and on needs for legislation and 

I       changes in administrative policies, objectives, and practices, 

'C       16,       In 1962 the incoming President creatfd by executive order, the 

J       Programme Implementation Agency (50) which assumed and exercised not only the 

j      implementation function, but also those of planning and evaluation.    Its 

||      organization is shown in the adjacent Chait 2.    "As a clearing house where 

public and private projects can be technically and systematically co-ordinated, 

the PIA serves as a three-way forum.   Fivst, it translates th« over-all 

production and investment targets set by the National economie Council into 

complementary packages of projects geared toward achieving those goals.    Second, 

Ï       it becoues a forum in which the different capital projects of the various 
M 
I       government agencies can be integrated and co-ordinated,    Thi rd, it próvidos c. 
H 
I       clearing house where private investors can brin/; their investment projects to 

I       determine how these might be co-ordinated with public projects/' 
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CHAKT 2 

F roerán me Irr, pier.ent-ition Agency (y) 

Organization Chart. December 1963 

Consultants« 

Ih», f r^idept 

-Plrectar^eneral 

Deputy 

fmld«rftl«JL¿tóattffiifi AdBiifotntlvi, ServiecB 
Qp+riUmfoitòn 

Planning and Project Uavelormenfr 

S^rtwtfop PAI« 

tnCTwteft,3ffl?f> 

«KMMWMËLJUML 

O 

Legal and Folic? 
tosare»» yfrfta6 

- Iteag«ent S«r*ig«y 

Agricultural Project 

Evaluation Officp traniffn fwfl 

Pffls« ,ft>r 

-4 Beveloraental Services 
• Project Develocfficnt and 

•if 
* 
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IV.  ^KAHCH Mí::; i.OilOI :,' ?iT. ^T/.TIMJ C:>. Tl^TI^i AHJ LT/.f JAKí.IZATIC.'IÍ 

17.   The importance of science to the growth of the Philippine economy Y.'UD 

recognized by Congress in 1954 by tht: creation of the Committee on Science 

and Technology in the House of Representatives and the Ccmmittee on Scientific 

Advancement in the Senate. In July 195&, the Science Act was passed and 

implemented; it created the National .Science Development Board for over-all 

co-ordination, integration, and support of scientific and technological 

research activities of Government and in the private sector. This Act also 

created the Philippine 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, art shown in Table 6, (3*b35#3Ti38) 

tmM 6 

jesearch frpend}turea to,frhe,ft>Y,piraffnt, for Ü959-60 
Amount 

Department of Agriculture and 
Natural Resources 

Department of Education 

Department of Health 

Department of National Defence 

Department of Public forks and 
Communications 

Government Owned or Controlled 
Corporations, Including Government 
Banking Institutions 

National Science Development Board 

afttTE.,,,,,..,,„•!•.• ! •,,,„•,,,„„„•„„ ,%„„„, 

íltíXÑ P«sys) &££M 

6,175 51.2 
125 1.0 
124 1.0 

294 2.4 

454 

1,395 

3,494 
 4 

11.6 

2*.9 

Total 1CO.0 12,065 

19,       Of the total of 12,065 million pesos in fiscal year 1959-60, 10,633 
million or C8.1 percent was spent for applied research and development, end 

only 11.9 percent on basic research.    The applied research and development 
expuse break-down by field of study is shown in Table 7 (ik, 35, Jl$ 38): 

m    Q   •• 
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TABJ.B ? 
Classification of /oolite! Research Jyr^.-r.ditnrr,.. I9',V-/,Q 

Agriculture and Related Fields 
Economie Research 
Industrial Research 
Medical Research 

Other, Including fdlitary and 
... Engineering Research 

Total 

Amount 
Í1.CCC resos,,) rirccnt 

6,043 $6.6 

1,374 13.0 

1,4» 13,6 

1,237 11 »6 

„ •„,,.,•,,„ $r 5.0 

10,633 100.0 

20.       The figures for personnel engaged in government n-search activities, 
broken down by agency, for fiscal year 1959-60 are shown in Table e {34,55,37,     ) 

fami i 
£frtt>Rñel Ëneared in Gover^e^. fice«^* ^.jv^l*« 4n ]i?Vrtv 

Departaent of Agricultura and 
Natural Resource» 

Department of Education 

Department of Health 
Department of National Defence 

Department of Public Korkn and 
Coaounications 

Ctevorwaent-Osmed or Controlled 
Corporations 

National Science Development Board 

Omntf   

Scientists and 
Engineers 

é04 
11 

• 

»¡I 

m 

Supporting 
in»! llf'iiyitiilllli  inn 

m 
29 
li 
24 

lea 

if? 
m 

21,       The following quotation C## Pi» SI ) pres«it» th« vtws of the 
Chairaa« of the national Science D«**¿opMit toard m to the fut«« rwpire- 
nents:    (fyr considered opinion after «M«Miiig the carefully arrive«} at 
opinion» of ay advisers, is that UNseti** during the »«art. 10 year» the 
ceiling for scientific research in this oountrjr can be reached, and that 

ceiling >aould require a maxim» of A3 million pesos of »citûc© development 

- 10 - 
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fund;, annually,  v:ith 1,200 scientific research projects going on simultaneously 

as  ce;.,pared with the present   .JO.    ' o have proposed to the 1 resident of the 

Phi.Uj.,ines an initial A-yt.ir program of science development with 50 million 

pesos annually for supporting 8C0 research projects simultaneously.    V.e 

believe that with annual increments of S million pesos thereafter, the 

desirable quota of I,2C0 scientific research projects would be- reached and 

covered with the necessary funds 10 years from now.«» 

22. friUonal :>~i: ^ ¿¿y i"= "ënt board (KJOB)  (ll).    This Board was 

crtated under the "net to Intefrate, Co-ordinate, and Intensify Scientific 

and Technological itesearch and neveloji-ent and to Foster Invention} To 

Provide Funds VIA refore; and Kcr Other i ureses."    It has an eleven men.ber 

Civvming Board, under a Chairman with cabinet rank, and acts as the policy- 

sakinC body on scientific matters.    Die Board prepares the national programme 

for scitr.ee and technology, which is submitted to the National Lconomic 

Council tr become a part in the over-all development programe of the 

government. 
23. In the post-war era scientific research has become inore oriented 

toward applied research, whereas pre-war it had been in the nature of survey 

«nd fundamental studies.    The more immediate needs of the country demand that 

industrial  research and development should be given higher priority by 

government agencies.    Thii» policy is followed by the rational Gcience 

Development Board and its implementing apéneles.    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 sçni-governrr.ent organisation vfcich also serves the government 

in an advisory capacity, 

2k.       NSDB adopted the following guideline« for priority areas of industrial 

research in the 1962-67 R and *j programme: 
(a) Increased utilization of natural resources to replace imports! 

(b) Upgrading and expanding export products; 

(c) Utilizing wante products of agriculture and industry for 

consumer goods and escport coiamodities; 
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(d)    Developing scientific and technological manpower,  and 

promoting research in social sciences and science 

consciousness. 

To carry out these priorities, distribution of government K and D funds was 

allocated in the following applied areas: 

Pe£gen.t 

Agriculture and Natural Resources 20 

Industry and Engine «nrlng 20 

Mtoletí. and Allied Sciences, Pood and 
* " Nutrition 20 

Social Sciences, Pure and Fundamental 
Research 5 

Training of Scientific Manpower and 
Research Administrators 40 

Promotion, Publication, Survey, Conferences, 
I and Other Services 5 

O 

25#       A comprehensive policy was established to create research eonscious- 

nese 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 prizes to deserving researchers and inventors; to extend travel 

grants and to promote technological meetings; to appoint science attachés 3 
abroad, 

26.        fifttiona Institute of Science and Technology (MIST) ( 11. iaf id. This 

institute, under the supervision of NSDB, was reorganized in 1956 from the 

former Bureau of Science established in 1901.   It undertakes industry- 

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 3,71l,CCO 

pesos, an increase of 20 percent ov^r the preceding year. 
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27.       KI5T activities divide into the following major classifications:    t-jAc 

research 5 percert, applied research 70 percent»  and develo {.ment 25 percent. 

There are eight technical operating units» in addition to the administrative 

staff and Legal Divisions    (1)    Agricultural Research Centre; (2) Biological 

Research Centre; (3)   Food and nutrition Research Centre} (4)   Industrial 

Research Centre, comprised of the Chemical Research and Engineering Research 

Laboratories; (5)   dedicai Research Centre} (6)    Tests and Standards 

Laboratories} (7)   Scientific Instruments and Technical Service» Division} 

(§)   Science Documentation and Library Division« 

2*. rMlAPGAft? ftcHtsJ^exfa Cyrfllsr.ion (fj^fi) ,1^,1^. This Commission, 

created in 1958 by the ïhilip; ine Science Act, 1» supported by ths goveirr^ent« 

Surveys, studies and research are carriti out to prosit« and co-ordinate the 

use of atomic energy in agricultural, medical, find industrial problems. It 

renders technical advice to researchers, provides training opportunities and 

facilities, extends services for the repair of iMtrucents,' and helps in the 

importation of isotopes, 

29, Other institutions engaged %n research on applications of isotopes 

are?   the University of the Philippines (Uf), the rhilippin* General Hospital 

Radioisotope Laboratory, the Ui   College of Agriculture, the Bureau of liant 

Industry, and MIST» 
30, Abaca Development Board (1*0.   This is a government agency centered en 

use of raw materiale for handicraft manufactures. 

31, Bureau cf Animal Industry (14.go). This Burea*» of the tcpartment of 

Agriculture and Natural Resources maintains developir»ent laboratories for 

utilization and processing food products of animal origin« 

32»       Bureau of Mneg (Ik).    This bureau of the Department of Agriculture ari 

Katural Resources has a laboratory for assay of minerai products, geological 

surveys, and utilisation of mineral ores, 

33.       Bureau of, U-anv MitòrUft. USa)'   Th*» B»«~ maintains a Laboratory 
Services Division.   It has the following sections»    Abaca Industrial Research 

Laboratory, Ihysical írcpertioo,  Chemical Properties, liant rroducts 

Utilisation» Food and Indos trial Biology, and Industrial Chemistry and 

Chemical Ingineering. 

11,14 
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3 
S, 

! 

34. Fisheries Coisgiisslon (lb).    This Bureau of the Department of 

agriculture and natural Resource» conducts research on fisheries technology 

and utilization of marine products. 

35. Forest Product» Research .Institute (l4t6Q.£l.6gh    This institut« 

operating in conjunction with the UP College of Forestry» was created by 

law in 1959 to undertake research and development to improve techniques of 

wood processing awl pRiduetien, utilisation of mate», «id develop»«* of 

new forest product industriel, 

36. »aticnal Cottage Industries Lcvelonaer.t Authority (14.31). under the 

Ministry of Compere« and Industry, is carrying out studies in various 

technical areas to assist small-scale manufacture on improvement and 

atandardiration. 

37. Hfttjonal Oev*lot&iont Company (14,40).    This organisation, in which 

the gpvernrent is the major stockholder, includes a technical de4 artsnmt 

which conducts industrial research in areas in which its investments lie 

w are pm ¿aotaâ* 

38«       Philippine Coconut Administration (l4).   This government agency was 

created in 1953 and operates under the Lepartment of Agriculture and Natural 

Resources.    Its research is on the irproverent of the copra industry and 

utilisation of cor-onut by-pitxiucts. 

39. HüllDPlnos Inventor» Cor.mission.    This agency is in the process of 
organisation. 

40. Hillipslne Si.gar Institute {14 ).    This is a seai-public »orporation 

organised in 1951.    It is supported jointly by the goverrraent and sugar 

planters and millers.   There is a five-taeciber Board of Directors, of who» 

the majority represent the sugar planters.   Research on the utilisation of 

sugar cane byproducts and wastes and on agricultural aspects are undertaken 

co-operatively with large sugar centrals« 
41. Philippine Tobacco Administration fl-4).    This agency, supported by 

goYerment funds and taxes from tobacco planters, carries out studies on 

tobacco products,  including by-products and wastes. 
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k2.        Textile Research. Prompt.    Ihis programme is now beine formulateci. 

fc3.        University of the. Philippines (UP)   (1*0.      This is the largest 

government supported university.    It established an Office of Research 

Co-ordination in 1959, which implements Research ar»d Development projects 

through its Natural Science Research Council and Social Science Research 

Council.   Most of the Industrial research projects are undertaken by the 

Colleges of Agriculture and Forestry, Pharraacy, Engineering, and Fisheries. 

**•        international Rice Sesearen Institute (10).    This Is a privately 

endowed institute established four years ago by grants fro« the Ford 

foundation and the Rockefeller Foundation.    Its progress* is concentrated on 

rice, chiefly on agricultural problems. 

«5.       Research and Development by Private Manufacturing Industry. ÍViJÍ SI¿01* 

The National Science Development Board in recent years has be«, making a survey 

of technical activities of private industry.    Ine figures mentioned belcw vere 

obtained for 1959 by questionnaires sent to kG} establishments, of whoa 58) 

replied.   Fifty-eight firsts reported that they engaged in research and develop- 

ment activities, and 5é of thera «»ployed a total of afcl scientists and 

engineers for this purpose, vith 303 supporting personnel.    Total expenditures 

for research and development by 58 firms was H.CJ million pesos.    Those 

«egaents of industry accounting for major amounts were:   foods 59 percent, 

rubber products 18 percent, chemicals 17 percent, electrical equipment 9 percent, 

petroleum and coal 5 percent, ani non-metallic Binerai products 5 percent. 

*6.       standards.      In addition to standardisation activities being carried out 

by government agencies, the Standards Association of the Philippines, Inc. 

(19), was established in 1955 a« « non-profit organiiation.    It is composed 

largely of scientists, technologists, business executives, private businesses 

and industrial firms, and trade and industry association«.    Its »embers pay 

awest fees to support the activities.    It prepares and prosrote« adoption of 

standards, specifications, and codes, and acts as a national clearing house 

for standards. 
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*T.       Patents  (1*1. k?).    The Philippines Patent Office is under the Department 
of Coœaerce and Industry.    It investigates applications and grants ¡atenta for 
IT years on Inventions and for 5 years on designs and utility «cdcls;  th« 
latter may be extended for two additional five-year peri cd». 

W.       Iterket Beeemrch^    the Country Report for th© I965 ECAFB Conference on 
Industriali sat ion (Ik) lists 58 tWirket «urveys and atadles carri»! out under 
goyernaent auspice* since 19§5. 

*9.       îh« Project Implementation Agency (kk,k5,46,47,51,î>£»,55) has conducted 
and released numerous studies on vurious Philippine Industries, euch as pulp 
•lid paper, aotor vehicle asseably, and household appliances. 

SO.       The Department of Commerce and Industry has issued reports (2?, 23, <& ,27) 

on such area« as coconut, sugar, foreat product«, abaca, mineral product«, and 
ajWrejPSJB^p VJHF e 

51*      Market research projects are alao being undertaken by private consultant«, 

52-       H» Department of Coaaerce and Industry (25,£6) va« created in 19^7 "as 
ft separate and independent executive agency to prenote, develop, refálate, and 
control the conduct of Philippine commerce and industry."    It now has twelve 

bureau« and office« and a total «taff of 3,6*0 employees,    its senior official« 
«re the Secretary, the Undersecretary of Ccsserce, and the Undersecretary of 
Industry.   Its subdivision« are a« follow«:   Bureau of Cceaerce, Sugar Quota 

Administration, Securities and Exchange Coanleaion, Philippine« Patent Office, 
Weather Bureau, Co-operative« Admin 1« trat i on Of flee. Bureau of Census and ) 
Statistics, National Cottage Industrie« Development Authority, Rice and Com 

Board, Bureau of Fiber Inspection Service, Civil Aeronautics Board, and Bureau 
cd* Standards. 

$3*      the scope of activities of the Departacnt is «ussaarized a« follow« is 

it« Eighteenth Anniversary Souvenir Brochure:   Provide« economic intelligence 
to boost foreign trad«; encourages and co-ordinates foreign trade »lesions; 

participates in international conferences to proaote foreign trade; sponsor« 
special trips abroad to foster foreign trade relations; negotiates trade 
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egreesfints; participates in international trade fairs and expositions; 

undertakes cos»ereial diplomacy; conducts local cot«ercial and industrial 

conferences; re-examine» economic legislation and trade lavs; prepares and 

eertlfiftu economic bills; renders financing assistance to retailers; 

«ncoumeee development of basic industries through tax exemption privileges; 

praeßtes local products through regional trade fairs and expositions and 

pwrwwient display centers; protects retail business against alien doalnation; 

jsrueerves right« of inventor« and saiiittfaeturers through patents; guides local 

investment Into priority lines; disse&lnstes trade Inforoatlon; conducta 

scannare and training programaes; and encourages foreetlon of non-agricultural 

fg&mtfmrwí % i Ve» • 

5*.       MftUoflrt, P°|tape Industria peyelopuent Authority .(&J.    ïhia agency 

of the Department of Cosaseree and Ir idus try vas created by lav in June 1962, 

and has a board of five member« anointed by the President.    It now haft a 

staff of 750 regular employees, of vhoa about 300 are in the main office, 

including the laboratory.   It operates tan regional Institutes with a total of 

M50 employees, including 30-40 engineer«. 

55«       Activities for fiscal year 196J-6* an euwuarlted In the Second Annual 

Report, included the following:   registering 9,065 cottage industries and 

•verdine character loans totaling 300,000 ¡*soe to 2,700 applicants; 

evaluating sC categories of handicrafts and issuing specification*, and 

Inspecting ^5 other producta; establishing »any display centers around the 

country; launching a nationwide surrey of cottage Industries; conducting 302 

training courses to train 33,26? cottage artisans; participating in inter- 

national trade fair« to promote sale of cottage products; organi ting, 

registering, servicing, endorsing, and giving financial assistance to 22 

co-operatic»; and organising 10 regional institutes» 
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56. Government policy for encouror,'^>f.  industri .>!  developui nt during the 

period 1962-1V6^)  in expressed in the  following quotations  fron the înacap.ngal 

Plan i^3):      "Wo believe that economic development is   principally a task of 

private enterprise and not of governaint.     lie government'i\  role is to create 

a favourable environment that will provide ine inducements necessary, in 

terms of policies and measures needed, to foster economic growth and 

stability...The first requirement for government is to ensure the judicious 

application of public investment prograrunos to the establishment of basic 

facilities such as roads and irrigation systems, transportation and communi- 

cations networks, hydroelectric power, harbour facilities, and the development 

of land, foreot and mineral resources...The second requirement for government 

is the establishment of a complement of policies designed to induce the 

maximum of internal domestic savings and the maximum of external financing        .     ^ 

in order to sustain the over-all investment requinments of the economic 

development 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 summarised in 

the following section.    The operations of the National Development Company 

as a minority participant in equity to encourage desirable industries are 

also mentioned there, 

VII.    INDUSTRIAL FINANCING 

58. Lo.-.ns and Investment Council (30).    In aarch 1963, this Council waa 

created by the President under Ijeecutive Order No. 36 to co-ordinate ^J 

investment policies of government financial institutions.    It has a member- 

ship of eight, under the chairmanship of the hinister of Finance.    Other 

members are the heads of the following agencies;    Commerce and Industry, 

Programme Implementation Agency, Central Bank,  development Bank, Philippine 

National Bank, Government Service Insurance System, Social Security ¡System, 

m   xB   m 
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59. Development Bank of the- ihilippiru.-a (DBF)  (     k. 5. 6. 7      ).      It 

was cruatcd in 1958 "to provide credit facilities for the rehabilitation arci 

development and expansion of agriculture and industry, the reconstruction of 

property damaged by war and the broadening and diversification of the national 

economy, and to promote the establishment of private development banks in 

the provinces and cities."      Its predecessor was the Rehabilitation 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. 

60. DBP provides capital for the establishment and expansion of growth 

industries.    It grants industrial loans, agricultural loans, real estate 

loans, disaster loans, Ioana to local governments for income producing or 

self-liquidating projects, and loans and subscriptions to capital stock of 

rural and private development banks.    It also makes- loan» to sa*U 

entrepreneurs in agriculture, conwirce, and industry.   It operates »any 

branches in the pro vine es # 

61. During the fiscal yew ending 30 Jum 1945» » approved 11,883 Urns, 

tihicfa along with other foras of financial assistance totaled 218*3 million 

petos»    Industrial loans and equity financing, with 1,242 loofts, amount«! to 

10?,5 million pesos.   Loans and subscriptions te the capital ttock of 130 

rural banks accounted for 6,8 million peso», and stock subscriptions, 

advances, and re-diseou«ts to 6? privat» divel©pft«rt banks totaled 13.? 

million pesos« } 

62. National Development Company (15) was originally organized in 1919 to 

pioneer in essential industrial developments for which private capital was 

lacking.    It was given wide powers "to engage in commercial, industrial, 

mining, agricultural and other ventures necessary or contributory to the 

economic development of the national and public interests; finance industrial 

plants and factories for the Manufacture or processing of rhilippine raw 

materials, or for the operation of public utilities necessary or incidental 

to the promotion of domestic a.-*J foreign trade j and organize subsidiary 

companies."    It organised and/or financed many government corporations still 
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existing,  such as Cebi» Portland Cement, Rice and Corn Administration,  H.itici¡ai 

rower, People's Home s it e and Housing, Insular Gugar Refining, î.ationaJ  he- 

settlement and Rehabilitation Administration, and national Lhijyarda arid Lteul. 

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 opérations during i?65 

yielded a net profit of 3.2 million pesos.    Its paid-in capital is ?9.4 

million pesos, out of 50 siliion pesos authorised. 

64. The preference of NLC is to acquire only minority interest in 

enterprises, 40 percent equity for example,  so that Philippine: capital, 

either alone or with foreign capital and know-how, may own the najurity 

interest and would manage the enterprises.    KDC  representation on the Board 

would be proportionate.    Any flLC investment would later be for sale to the 

original or other Philippine investors. 

65»       KCC has made roost cf its investments in textile .rills, shipping, 

mining, etc.    It has a list of new projects under consideration, 

&•       EftMpnal CoUw Industries Development .Authority f)l).    This agency 

in its second year of operation had distributed character loans of roughly 

500,000 pesos among 2,657 individual cottage indus tries. 

¿7.       Ipe National Investment and Developern Corporation (KîVf.) (Subsidiary 

of the Philippine Pational ßank) (17).   l.hen the National Bank wa« re- 

organized in 1955» it was granted special powers to extend long-term credit 

and equity financing to support projects contributing to economic development. 

In 1963* NIX was established to permit the Bank to pursue these function« \ 

without jeopardizing the confidence of its depositen.    Its funds come freos« 

the national Bank and borrowings from domestic and foreign sources.    V'itfc 

authorized capital of 100 million pesos, paid up capital of 26,0? laillion 

petos, and borrowing» from foreign banks of 58.5 million pesos, during it» 

»eeend year of operation it had assisted 58 projects with medium and long- 

term loan» of 45.1 million pesos, equity financing of 21 million pesos, and 

guarantees of 120.5 million pesos.    In general, its assistance ic to medium 

and large-scale ventures, for which it is felt that a dearth exists for 
Investment capital. 

:* 
Ut 
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68.        ïrari-:-ri„*,. JfcüR-'.nf ati^n,.../»-- :.cy...í?f*>. *^'i  5?).«    This agency compile-; 

data on finaiic itti ¿í¿^'-':'í> of vai'ji_-u3  *i,«.lustrila. 

Vili*    -¿i.-   -   ••  v:._T.fS:i^AJfcJ,.-.:r-T^ 

^9.        JccK; .i s"il   Trair.it ••'.     Ihr' uiv<nt n'.eri   Vr,r f ducati« ri ¡  ucvtlcir.'-rt  i: 

analyzed  ir. ;.n  ar'.icl*   ir, tho  rhii ip¡ liv.; tccncr^y  Journal   ((J) by the fr. 

1/iucaiional  :.',u; '-rvisr.-r, í;ff ice of '„hi- secretary of Iducation. 

7ü.        Data fror, the í/..r. JU of iriv.U Lchools snd the l:niv- rbity of tîv.- 

Philippines reveal :    accarding fo C.Ï. Zara, Vi«;e-Chairi:.an ard otecutive 

Director, í'atior.al ócitiicc f.evel->fr.cnt Board (O), that of r< ugnìy 2( Y'CO 

graduates with th>ì baccalaureato or first professional dc-sr'T in the dt rade 

1949-59» only 18,440 or 9.2 percent were in enrinetring, 8,360 or 4.2 pretnt 

in naturai and Molaica!  science, and 29>220 or 14 percent in the field of 

health.    The average numbers of graduates yearly were 1,8CG in engineering, 

§3é in sciences, and 3»C<0 in health. 

71. Ko statistics on the demand for technically trained personnel havo 

been collected.    Government plans for industrial development obviously will 

result in increasing needs for engineers and scientists, ss will siso the 

projected Increados in health servicer» for p«rs-mr¿el trained in that field, 

72. The national Science jevclc^tnt Board has primary respoiwibility for 

llévelopraent of scientific and technological manpower (36*  59» **Q).     It is 

undertaking the following programmesî    (a)    awards, scholarships, and 

fellowships;  (b)    strengthening the educational system at all levels through 

technical and financial help to various projects; (c)   incentives to Out- 

standing resear-jMrs or inventors (being transferred to the new fhilipjine 

Invrntors Conclusion)} (d)    preparing background for legislation improving 

«Bployment conditions of technical and scientific personnel in goverra>eni 

agencies; (e)    upgrading personnel in Où-Mi (f)   assistance for delegates to 

international conférences, 

73. A Science Talent Search, begun by ÌÌZW in 1958, during the paát y*-ar 

awarded 2¿4 full scholars,  274 partial scholars, and 32 rej lacen«nt scholars, 

Undir the Graduate Training Ircfrarjn«', IZhB awarded in 1965,  56 local scholar- 

shirr; ar.d li, fcrr-ipn PC^C1 :,rs;hip?.    ¿it the secondary level,   in \%k,  thi. 

govirrir-cnt orfani zed the tr.ilippinc „-cier.ee Hifh School, 
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74. IGDB has also  co J l abo rat ed with public  and  private ager.jiec  te   ¿(;.r 

science teaching at ali i t. veis.    rruj*cls include training institutes, 

curriculum studies projects, and improvisation of scientific apparatus. 

75. »ÜB negotiates, on a government level, grants for training and 

observation fren the Colrr.bo Plan,  K.C-MIL,  UNI'_;F,  UKLVJC,   Ini n,   3rd V.W 

%*      .Kaiwci-.cnt Training.    The f-rograanc Inplcr.er.tation Agency of the 

government conducts  strinare and traininp courser,  fer the private sector 

(13,0*),    Applicants are limited to officials,  s.-nior «.-.plt-ypcs,  bus ino 

and professiunals.    The seminars during July-Cejtex.ber 1965,  included th> 

following topics:    government policies regarding the setting up of businesn 

projects; status of Fhilippine industries; preparation of feasibility studiesj 

appraisal of business project«; local sources of financing; foreign sources 

of financing; foreign sources of plant machinery? foreign sources of technical 

•enrice»} and foreign trade potentials.    A total of 417 participants from the 

private and public sectors have attended the 11 seminar» which have been held 

in various part« of the country since 1963. 

77«       "The Leonoaic • development Foundation was established 1 August 1964, as 

ft private, non»stockf non-profit, non-political service organization dedicated 

to the development of private economic enterprises in the thilippines." (8 ) 

ït wat set up to take the place of the government agency called the Induutrial 

Development Centre, dissolved in February 1%U, in the field of project 

identification, proration, and development.    The organization in April 1965, 

had a staff of 67» including officers, of who» nearly two-thirds were 

professionals.    A five-man tea» of Americans   was   in residence as consultant», 

th# business coiasunity contributed a capital fund of 345,010 pesos, and at the 

•fid of 1964 the National Lconomic Council and UG AID -«leased a 3 million 

peso loan to capital, th* earnings to provide suppletaent&ry income.    In 

addition to techno-*conojr.ic feasibility and project evaluation studi r-s, ;DF 

provides training courses and seminars in Rianager.ent techniques and super- 

visory control, in such subjects %a project Aamirerxnt, in Jur.tri-il or.?.: »'••.•ring, 

financial ßanagement, and machine snep rr.anar^.T^r.t. 

; 

i 
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78.        The Fhiliprine Chamber cf Industries Incori orated,   ( 18)  which was 

founded  in 19f>0,  during the last year sponsored an industrial mission to 

Luropi-, holds seminars and an annual convention of manufacturers and producers, 

and has recently sent a staff member to Japan for a training course on 

assistance to smaller enterprises, 

IX.     IHDUSTRIAL AUVISORY AfID EIMSION SUWICIS 

79»       Very small industries are being served by the National Cottage Industries 

Development Authority (31).    The services, which are celled to the local 

level through branch operations, include assistance on product design and 

standardisation, techniques, marketing, and finance. 

80.       '.."hile there are various types of assistance from public agencies 

available to medium and large industrial enterprises,  there is no organized 

prograrjne t- 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, 

I.    USAI /I'D RKMfLhTCRT HATTERS Mi 

Ä,       Tax, ffrc&ption.   Over the last two decades there have been numerous 

acts pHSsed to grant some degree of tax exemption and other benefits to 

encourage industrial development. 
82.       „arginai and Sub-marginal Industries...    Various provisions have been 

enacted regarding exports of marginal product» on a commodity-to-eomraodity 

trade basis« 
©•       ¿ontrol of Casual.   The «Securities Act" regulates the sale of 

securities« 
84, Imports of Capital Goods.    Restriction« have been removed on the sale 

of foreign exchange through authorized agent banks, 

85, Tneat.ion of industrial inte re ri ses.   Municipal boards and city councils 

have authority to adopt zoning regulations. 

86, Licensing of Factories.    All trade-named businesses must register with 

the Bureau of Commerce and renew registration every five years, 

87, Control cf Paw materials.    In general, exports are not restricted. 

Imports are exempted by the Central Bank from special time deposits. 
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