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1.

Introduction -

1. 1'

Objectivé'df'the'Study

The putposa of this papér is threefold: (1) to
define the term .Spublic-enterprise®, (2) to establish
and delimit the perimeters of the Philippine public -
enterprise set exiﬁtinj at present based on the
definition adopted,aand (3) to classify and categorize
the said set into amaller partitions meaningful for
purposes of economiq analysis. This exercise is
motivated by both a etdtisgical as well as an analy-i
tical need. The definition is essential from» a sta-

\_tistica1 point of view for both intertemporal and

'1nte:national comparisons of the extent of the publig
enterprise sector participation in economic develop—
mept. The clasaification or the taxonumy .of public
ehterprises is critical for a better understanding

of the chargéterfan§'tpe role of public enterpriags_.

in the national economy for the purposes of economic

“(e.g. performance evaluation of public enterprises)

and policy analysis (e.g. studies of internal and

external control and coordination of public enterpriges).

1.2. Significance of the Study

There has been aﬂrapid expansion in the number
of goéexnment owned and/or controlled corporations

in the Philippines over the years. Magtolis (1969)

- reported that from ohly_13 state enterprises in 1951



1.3,

the number grew to 37 in 1964. The Commission on

“Audit (COA 1973, 1982, 1983) figures are 70 for 1973

and .131 in 1982. The latter does noﬁ include the 53
gtate uhiversities and colleges existing in 1982 and
the appro#imately 141 subsidiary wcorporations of the
government. The proliferation of government corporat-

ions is generally viewed by the private sector as a

_reflectibn of increased gpvérnment,activity in what

are deemed to be essentially private sector 6dﬁééfﬁg..
Coupled with the widespread impression that public

enterprises are “}nefficieht“, this phenomenon has

_haturally given riss to considerable apprehension on

Fhe partlbf,the general public. It is in this context.

that the“prgsent study is undertaken.

organization of the Paper
Section 2 proposes two alternative definition

of the term "public’ enterprise“ following a discuasiqn

of the various elements of the public enterprise
' concept. A revigw of the definitional variations

‘of the term from the literature is also included

in the same section. Section 3 presents the
Philippine public enterprise set for ibéz using

the definition gdopted-in-thas'”pgper. A taxonomy

of the éet using the motive and thaagectozhl criteria
is underfaken in section 4. Finally,

pro#ides a summary and an agenda for



2.

Towards a Definit;on of "Public Enterprise

The’ term "public enterprise is used rather loosely
in the literature. As such the public enterprise defi-
nition has remained somewhatvambiguoua if not completely.
elusive. In this section, the various facets of the
public enterprise concept will be examined preparatory
to a formulation of a definition. In addition, earlier

attempts to define "public enterprise" will be reviewed

as they relate to the definition adopted in this paper.

2.1. Definitional'cbnsideratiOns'

A reﬁiaw.of the various definition of the temm |
*public enterprise® in the literature suggests that
the following dimensions and elements are essential
to the conqept, pameiyi (l)_awnershié' (2) contfol
(3) pﬁipose and intents (4) aqtoﬁdmyg(S) nature
of _the_._ gqbd i.e. public VS~ pri@am good,- (6) field
of activity, (7) "marketedness” of output, (8) cost
recovery,}(9) concept investment and returns, and
- (10) separate mahégament and account. The first fouy
factors cited above are related to the "publicness® |
of the public‘enﬁerprise while the last six in the .
list make up the enterprise dimension and thus des-

cribe its business character.

Public ownership can be of.éarying degrees;
anything f£rom minority participation, control to
100 percent equity interest. It can also be direct



or indirect. Direct ownership occurs when the entity
is set up by government funds while indirect owner- v
ship occurs when the enterprise in question is owned
by one or more entitites wholly or partly owned by

the government.

Public controlJimplies‘that-goéernment authorities
have the power to appoint top management or that f
goﬁernment authorities directly exercise top manager-
ial functions like the formulation of investment,
capital financing,pricing, wage policies. Majority
owneféhip by the goﬁernemnﬁ is a sufficient condition
-for public control but it is by no means necessary
condition. If ownership ie dissipated, control is
possible even ﬁith-minofity participation only. The
Philippine Institute 6f,Certified delic Accountant - (PICPA),
" as a rule of ‘thamh assume that control follows a |
minimum of 20 percent equity interest (in the absence

of additional information) -

Public enterprises are usually established for
the attainﬁent of .some broad developmental goals and/
or some socioeconomic objectives. These motivations
may.-be classified as regu;atory, deVelogmental/
promotional, ﬁﬁ&ﬁﬁzmcﬁnal . and commercial. Fernandeg
(1981) aﬁggest that government organizations engaged F
in a purelyvregulatory,actiﬁity be excluded from the

public enterprise set while those pursuing: predominantly



commercial activities be included in the public
enterprise grouping. Public organizations formed
with pramotional and infrastructural purposes in
mind represent a grey area; Furthermore, most
public enterprises have multiple objecti?es and
this may result in some definitional ambiﬁpity.

The autonomy criterion rekates to the question
of whether or not departmental/ministerial agencies
engaged in some business undertaking should be
excluded from the public enterprise sét separate
ftom‘bublic corporations ahd public organizations of
. other indepeddent legal forms. In many western
countries, for example, the proﬁision of postal
services haslan auﬁbﬁombus character being or-
ganized as a corporation but in thelrhilippines it
is a bureau under the Ministxy.of_Traquortation
and Communication.

The distinction between public goods and

' priﬁate goods rests on two factors: nonexcludability
in distribution and nonrivalness in consumption.
Nonexcludability implies that it is technically

not feasible or prohibitively costly to exclude
particular indiﬁidualé ffum the consumption or use

of a gi@en good. Nonriﬁalness, on the other hand,
implies jointness in consumption in the sense that

an indiﬁidualﬁs,consumption of the good does not



reduce the benefits simultaneously accruing to

all other individuals from the same good. At

the same time, the consumption of rival goods_may or
may not be subject to externalities. Pure‘public

goods are characterized by nonexcludability and
nonrivalness in consumption. The classic example

of a pure public good is national defense. The

other polar case is that of pure private goods
consumption of which is rival and without externalities,
and where excluai&n is feasible and not costly. 1In f
betweéen these pure cases, one observes various kinds of
~mixed goods. These are essentially private goods :
(i.e. goods that are rival in consumption and
‘exclusion ig'poasible) subject to consumption
externalities, PubliCBe;Vices like garbage collect~
ioﬁ, sewage disposal, airports, public health faci-
lities, and education fall in this category. The
private consumption of these goodévgenerate external
benefits/costs  which cannot be limited and charged

to a particular consumer.

Since pure éublic’goods are provided without
exclusion, consuﬁef preferences for such good are
not revealed voluntarily (i.e. consmmers find it
in their interest to act as "free riders") and

budgetary pro&ision of such goods is necessitated.



On the other hand, priéate goods, with or without
consumption externalities, may be provided by the
market mechanism. However, the presence of external
benefits calls for a subsidy while the presence of
external costs calls for a penalty tax (Musgrave &
Musgrave, 1983 p.79). .These suggest, therefore,
that the provision of pure public goods is the
responsibility of the goﬁernment, in general, and
government 6: public institutidns, in particular,
while the prov;aion of prxvate goods, whether or
not subject to externalities fall in the realm of

private-and/or public enterprise activity.

 gome writers take the wiew that for an organizat-
ion to be considered a public enterprise it should be
engaged in some economic activity like agriculture,
mining, manufacturing, utilities, construction,
trade, communications, finance and services.
Activities such as public administration, national
defense and cultural and social services are deemed
to have no buginegs flaﬁor and thus are not included
in the list of,puhlic’enterprise_actiﬁities. One
may note that the publiC/priﬁatg'godd.criterion and the
field bf_econamic acti#ity_criterion may be collapseq
into oné.sinCe it can be observed that the activi- ,t
ties considered tenable for public enterprise

according to the latter are those related to the



psaduction and ofr marketing of private goods while
activitie® Qutside this group are those related €0

the provision of public goads.

Output is said to be "markefed" if it is sold
for a price, i.e., if exclusion is actually practiseq.
Even if exclusion is feabile at low poét not all |
private goods, especially those subject to consumpti@n
externality are marketed. For instance, higher
education is provided free of charge by the govern-
ment in some countries but not in others, Cost
recovery is a corollary to the concept of marketed
~ output. Cost recoVery may he partial or complete.
Thus, current revenue may cover, either partially
or fully anyone of the following cost measures:
current costs (i.e. variable costs), current
costs plus capital costs, or all costs including
implicit and explicit subsidies. Related to cost
recoﬁery;iskﬁhé notion of profitability and
return on investments. Enterprises normally expect
some return on the use of capital. However, this
does not imply.that all public enterprises have
poaitiﬁe returnslcompuaable to those of private

‘enterprisess

Finally, organizations with a business nature
generally record their activities in balance sheet

and profit and loss statements while other institutions

do not.
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There is a tendency for the definitional
elements discussed above to overlap since they are
not mutually exclusive. The relationship between
item (1) and item (2) has been pointed out as well
as the relation between (5) and (6), and (5) and
(7). TItems (7), (8) and (9) are all hinged on
whether or not exclusion is actually practised
and simply reprqsent‘varying degrees of interest
in the profit motive. (3) is more useful for
taxonomical than for définitional purposes as

we will show in Section 4.

‘Public Enterprise: A Definition

Based on thé above mentioned considerations,
two alternative definitions of the term "public
enterprise" are suggested. One, public enterprise
may be defined as a productive entity engaged in
the production of a private good without consumpt-
ion externality whose output is actually marketed
and which is.owned and/or controlled by the govern-
ment. A producti#e entity is an identifiable
decision making unit_with an explicit or extract-
able budget. Thié implies that government as well
as ministerial agencies engaged in activities of

a business character may be included.
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in our list of public enterprises. A private

goqd is one which is characterized by rivalness
in.consumption and excludability in distribution.
Output is marketed if exclusion is in fact prac-
tised. Government ownership here refers to at
least 50 percent équity participation by one or
more government agency or.instrumentality.

Control means the power to appoint top management.
If ownership is dissipated, control may be attained
even with minority participation. Two, public
enterprise may be defined as a productive entity
engéged in the production and/or marketihg of

a private good with or without consumption exter-
nality‘whose output is actually marketed and

which is owned and/or controlled by the government.
The second definition above is broader than the
first. The fiist definition gxcludes such private
gpods subject to consumption externality like

education, sewage disposal and public health.

Some Definition Variations in the Literature

The official Philippine usagé as well as
different definitions of the term "public enter-
prise" in the economic and public administration

literature are presented below.
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2.3.1. Official Philippine Usage based on
Commission on Reorganization, Integrated

Reorganization Plan, March, 1972 p.35.

Public enterprises are "corporate
bodies, stock or non stock, owned or
controlled by ;he government created by
special law under the corporation law for
the purpose of performing governmental or
proprietary functions which are socio-
economic in nature". "Proprietary functions"
"are those that are predominantly economic
and are believed to be peculiar in the private
sector because they are essentially of the
conmercial type and particulary suited to the
profit motive," whereas governmental functions
"are those that are deemed to be the prero-
gatiﬁe of gp#e;nment because, while not
attractive to theApriﬁate sector, are destined
primarily and directly to serve the public

at large”.

2.3.2 United Nations Department of Economic and

Social Affairs, A'Szgteﬁ of'Natibﬁai

Account, 1968 p.78;

-Public enterprises are "publicly owned and/ox
controlled enterprises...which are (i) in-

corporated puhlic corporations... or
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(ii) large unincorporated units (government

enterprises) that sell most of the goods

‘they produce to the public”.

International Monetary Fund, A Manual on

Government Finance Statistics, 1974, p. 340
"Public enferprises aré'government owned and/
or controlled industrial units or financial
institutions which either sell goods and
serﬁices to the public on a large scale,
accept demand, time or savings deposits

or both incur liabilities and acquire

financial assets in the market”.

A, Hanson,"Report of Preliminary Study" in

A. Hanson, ed., Organization and Administration

of Public Enterprise, 1968, p. 1.

"In the context of this paper, public enter-
prise cover; industrial, agricultural and
commercial concerns which are owhed and
controlled by the central goﬁernment {in a
unitary state) or by the central and regional
govexnment (in a Federatibn)...Where the

State 'participates' in mixed entexprises,

‘the criterion employed is that of control.

If the state contributes more than 50 per cent
of the capital of a mixed enterprise, it autcmatically

has a controlling interest; it may actually
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exercise control even when it holds only a
small proportion of the shares. In either
cage, the enterprise concerned is included

in the 'public' category”.

2.3.5. I. Musolf, "Public Enterprise in National

Development" in A. Hanson, ed., Organization

and Administration of Public Enterprise,

1968 p. 111, |

"Public enterprisevis used here to refer

to go#ernment activities operated exclusively

or primarily on the economic model."”

2.3.6. S. Wickham, "Management and Financial Constraint
in Public Enterprise" in Margolis and Guilton,
eds, Public Economics, 1969 p.326.

"The term public enterprise will be taken

in the following study to mean any under-
taking selling its products on the market
which the public authorities own in full

or in which they hold a majority interest,
which has a separate budget and its own
management, entrusted by the public authori-
ties with the task of running it as well as
'posaible while complying with instructions

received."
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J. Houssiaux, "Consistency of Action: The
Compatibitity of Decision-Making by Private
and Public Enterprises" in Margolis and Guitton,

eds., Public Economics, 1969, p.424-425.

"The State, to implement its economic

policy delegates certain executive functions

to decision-making units, thus conferring

an instrumental function on them. The sector

of public enterprise is the total set of

the production‘units giﬁen this *instrumental'...
{including) :

(a) State or locél economic agencies or
administrations, and public
undertakings

(b) The so-called national enterprises
which constitute the industrial
pgblic sector independently of
their origin and legal statute

" {¢) The mixed enterprise--i.e. the
firm in which the state or a
local administration holds shares
- {(d) The direct or indirect, majority
or minority, subsidiaries of the
two preceeding categories, in-

cluding joint subsidiaries
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(e) Some private enterprises which,
apart from general measures of
economic policy, are under the
control of the state or any of
it specialized agencies in such

~a way that their major decisions

are the result of state interwvention."

2.3.8 L. Jones, Public Enterprise and Economic

DeVelopment: The Korean Case, 1975, p.23.

"a ‘public enterprise'is a productive entity
which is owned and/or controlled by public
authorities and whose output is marketed.
A'productive entity'is an identifiable
deciéion making unit with an explicit or
extractable budge£ and which produces goods
and/of services. ‘Oownership' refers to more
than 10 per éenﬁ of outstanding equity held
by a public'ﬁuthority,‘eithér directly by the
government or indirectly by other public
entities (including other public enterprises).
'Control' means the power to be involved in
the internal decision-making processes, most
commonly through the power to appoint top
management. Output is 'marketed’ if salej

cover more than half of costs."
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Report of the Meeting in Pernandes and Sicheri,

eds., Seeking the Personality of Public Enter-

rise, 1981, p- 26,

~ "A public enterprise is a productiﬁe organi-

zational entity which engage in activities
of a business character and markets its output

and which is publicly owned to the extent of

~ 50 percent or more."”

2.3.10°

P. Fernandes, "Public Enterprise - A Word

and Vision in Fernandes and Sicherl, eds.,

- Beeking the Personality of Public Enterprise,

,1981,'?.99.

"A public enterbrise is an oréanization, wholly

-or by a majority publicly dwned, gset-up to

achieve commercial and social goals, engaged

in economic activities within the sphere of

agriculture industry, commerce or ser#icea,

invoiﬁing investment and returns and the sale
of goods ahd aerﬁicea, and whose éffairs are
capable of being stated in terms of balance

sheets and profit and loss accounts."



17

2.3.11 K. Dhinatayakinaut, "Employment Effect of

Public Enterprises in Tﬁailand,“ Council

for Asian Manpower Studies Discussion

"A public-entéfprise is a productive entity
which is owned and/or eentrolled by public

authorities and'Whosé output is marketed...
Ownership refers to 50 percent or more of
outstanding equity held by a public autho-

rity, either directly by the government or

indirectly by other public entities.”

Other terms are as defined by Jones.
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Some Notes on the Definitional Variations

The official Philiﬁpine.usage of
*public enterprise" d%ffe:s-from the present
paper's de_finition',;onmﬁlé;e three aspects: (1) the fome.r
iimits the term to those organizations owned |
or'controlle& by the government of the corporate
legal form thus excluding departmental/ministerial
undertakings'of the business type while the_latter

does not; (ii) the former includes all govern-

ment corporations regardless of the nature of

the goods and/or services they produce while the

latter excludes those go#ernment corporations

- producing public goodé i.e., those performing

pﬁrely goﬁernmental functions; and (iii) the
former is silent on the "marketedness" of output

igsue.

The UN-SNA uge of the term is rather
ambiguous-with’ragatdd to indirect government
dwnership“hut is”otherwise Qeﬁy,close to the
broad definitien ggopted in the present study.
The IMF definitioigia'identical.to this paper's:
broad definition if the former's "induserial

-units orx finhncial.institutions“rare-congruent

with the latter's ¥privaic:goeds® and if the

IMF limits ownership to 50 percent or more
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equity expdsure. Although Haﬁsoh's "industrial,
agricultural and commercial concerns" might be
interpfeted to refer to the same activities that
produce whaf'thé present author calls "private
goods", he did not include “m@;keted“ output as
one of the'distinguishing characteristics of
public enterprlses. . _

Musgulf is vague with regards to the ownership
and control erteria. Wickham's dgflnltion leaves
oﬁt‘enﬁérpfises in which the government has internal
control but not majority ownership. And by empha-
sizing‘the public enterprise's need for a separate
budget wickham automatically rules out bus;ness
undertakings of mxnlstrzes that do not partake of
a distinct juridical personality. On the other |
hand, Houssiaux.is not cleai withjfegards to the
"nature of the good" criteripniaﬁd is totally non-

committal on the "marketedness" of output question.

This papef's definition and Jones! definition
differ in two p&inté: (1) ownership is more broadly
defined in the iétter and (ii) the latter's concept
of fmarketednqss" of butput is more limited. Thus

Jones' definition does not include the production
of so called priﬁate goods that are actually marketed
but with a large subsidy element (perhaps because |

of the presence of externalities in consumption).
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phinatayakinant uses Jonos' definition but
modified so as to 1imit ownership to 50 percent

or more equity interest.

The ICPE excludes not only those enterprises
over which the government exercises internal
control even with minbrity equity partici~ation
(just like wickham) but also those enqaged in
‘the pfovision of gducation and other social
__services mosgt of whigh are clagsified in this
study as those producing priﬁate goods with
consumption externality. Fernandes' definition
is like the ICPE'S wiﬁh regards to the first
point'raised abp#e but it is pot all 1bVious
whether ox not Fernandes' definition conforms

to the second.
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3. The Philippine Public Enterprise Set, 1982

Table 1 enumerates the entities that are included in
the Philippine public enterprise set for 1982 using the two
alternative definitions adopted in the present study (see
section 2.2). Table 1 is culléd from Appendix A, a compi-
lation of entities in which the government has some equity
interest. The list in Appendix A came from various sources
 namely: Commission on Audit, 1983 Businessday's Top 1000
Corporation, Ministry of the Budget and July 15, 1983 issue
of IBON Facts and Figures.

Based on_the limited definition outlined in this paper,
there afe 174 public enterprises in the Philippines in 1982.
Using the broader definitiog; this number goes up to 202.
This listing may not ge exhaustive since enterprises where
government equity is between 20 and 50 percent (implying that
~government control of said'entérpriges is probable using the
PICPA rule).a;e excluded unless aétuai government control is
determined. In numerous instances, the author has not been
able to confirm the actual controlling interests in these
enterprises due to resource constraints..

This paper includes the GSIS and the S55 under the
public¢ enterprise set but not the Employee's Compensation
Commigsion (ECC) and the Philippine Medical Care Commission.

In making this distinction between these four government-run
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social insurance schemes, the author falls back on the IMF
Manual on Government Finance Statistics. In the IMF Manual,
if benefits paid to members are determined by the actuarial
value of their contributions, then the government controlled
social insurance scheme 1s considered a public financial
enterprise. On the other hand, if the-benefits paid to
members are determined independently of their contributions,
then the brovision.bf the service is considered part of genefal
government. ‘

State colleges and universities whicﬁ numbered 53 in
1982, are not included in the list of public enterprises.
Thé.dééision to‘do this is based on two considerations.
First,‘the éubéidyvelement in these enterprises are large and
as sueh the servicés they provide although marketable in theoryg
may be considered noﬁ-markéted, in fact. Secondy education o
ig deemed by many as a merit good which necessitates public

provision.

4. . A Taxonomical Attempt

The purpose of this section is to classify the elements
of the Philippine public enterprise set identified in Section
3 according to specific variables that might be meaningful
for economic and policy analysié_in the future. For instance,
Table l.presenia a sectoral/industrial classification that
might be useful from a statistical point of view in assessing
the relative importance of public enterprises in each nationul

income account sector.
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On the other hand, Jones (1975, p. 141-142) pro-
 vides a very strong argument for classifying public

- . enterprises according to motives by poihting out that
"functionélly 1dentica1-enterprises-may have very different

motives and hence different target variables for efficiency

measurement.” H ecites the different role of grain-market-

ing agencies in four Asian countries:

"l..  In nation A, the grain trade had been
dominated a subéroup of overseas Chinese,
who controlled intérnalecdmmerce by virtue
of their monopsonistic bﬁying power and
ability to bar entry_of competitors. They
enjoyéd excﬁs# ﬁrofits frdm the resulting
exhorbitant mérk-up of paddj between farmer
and urban-consumer. In this case, the
motive for intervention is to eliminate the
unnafural monopoly resulting from application

. of private power. The resulting marketing

board wodid be expected to reduce the mark-
up operaté at‘the break-even point (including
a return tb.capital), much 1like a private
competitive producer.

2. In Natidn B, the internal market was competi-
tive but foreign sales high. Here, a marketing

board is established (on the assumption of
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price inelasticity of supply) with the goal of
driving down the domestic price of paddy. This
allows the government to appropriate the differ-
ence between the domestic and international price,
thus effectively taxing the rural sector and in-
directly béhefitting‘the-urbah consumer. The

motive is revenue and the board is expected to

operate much as a private monopolist would.

Y

In Nation C, fhe internal market.ié competitive
and foreign sales are negligible. However, given
inelagtic demand and highly variable but inelastic
short-run supply, the market.is.unstable. Here,

the gqﬁe;nment establishes a marketing board in

an effort to stabilize prices and promote domestic

production. The motive is removal of risk and

uncertainty, and’the_operational goal is to buy
and sell so as to maintain a buifer stock which
averages out at some constant level over the weather

cycle and which allows a monotonic price trend.

In Nation D, there is a grain deficit. To encou-

rage domestic production and save foreign exchange

without offending urban consumers, a dual price

system is maintained, requiring a continual subsidy

from the government budget. The motive for inter-
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vention is income-redistribution, and the
_operationai goal of the board should be to
- minimize the cost of administering the
" subsidy."
The essence of his argument is that distinct evaluation
methodologies are appropriate for particular subsets of
public enterprises depending on the objgctive of said
public enterpriéés.

Public enterprise, as-an instrument of government
intervention in economic activities, is used extensively
in.both devéioped and less developed countries of varying
ideglogical,backgrounds. The reasons for their establish?
ment are multifafious. Thé official Philippine govérnment
position on the role of-ﬁublic enterprise is perhaps
succintly summatized in the following pronouncement:

"It is a government policy. not to go into business per se,
except in pioneering or.9ery strategic areas that the
private sector.wduld not like to go into at present"
(Virata, 1982). 1In the economic literature, Choksi (1979)
and Jones (1975), prévidé the following partial list of
pbjeétivés of public ehterprises: (1) providr: entrepre~
neurial support and substitution, (2) contro’. monopolies,
(3) control commanding heights/key sectors. (4) provide-
public services, (5) earn profits for investment, (6€)
utiiize resources efficiently, (7) pre&ent business

failure, (8) offset externalities, (9) train skilled .
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managers and technicians, (10) increase employment,

(11) raise output, (12) reduce income inequality, (13)
promote regional development, (14) stabilize prices,

(15) subsidize neceésary commodities, (16) set "moderni-
zation" example, (17) earn/save forgign exchange, (18)
promote primary . exports, (19) achievé socialism, (20)
counter balance power of domestic capitalists, (21) in-
crease ﬁatiqnal self-sufficieﬁcy, (22) énhance national
prestige, E23) implement government policy, (24) promote
national security and (25) offsét multinafionals. These
pub}ic enterprise "goals" may be classified as economic
(é.g; 2, 5 aﬁd 6 in list above) or non-economic (e.g. 19,
20, 22 and 24 in the list above), in nature. Diokno
(1981) suggests fhat the_économic motives may be grouped
based dn: (1) allocative efficiency, (2) equity and (3)
public sector revenue raising considerations. "Market
failures” or violations 6f ﬁhe Pareto optimum conditions
give rise to the allocative efficiéncy fationale for
public enterprises. These violations include increasing
returns to scale resulting in the existence of natural
monopolies, consumption and production externalities,
absence of a fuil set of markets, excess capacity and
labor unemployment and imperfect information. Table 2
is a reproduction from Diokno which presents some public
enterprise cases with their corresponding stated motives -

and the Pareto efficiency conditions violated.
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with this as framework, Table 1 also presents a

taxonomy of the Philippine public enterprise set based

© on economic motive.

For purposes bf studying external control and public
accountability, the set might be classified based oh the
primary govermment control entity. This is also done in
Table 1 where the supervising government agency of each

public enterprise is reported.

Summary and Agenda for Future Research

The present study provides: (1) a working definition
6f\£he term‘public enterprise, (2) a listing of public
entérpriéeslin the Philippines in 1982 using the definition
adopted,and (3) a classification of the Philippine public
enterﬁrise set based on the ﬁotiée, the sectoral and‘
controlling government agency c¢riteria. In so doing, it
defines some of the parémeﬁers necessary for conducting
& number of future reseérches in Ehis érea which will
hoéefully-provide a better understanding oﬁ.the role of
public enterprises in economic deVelopment.. Some of these
suggested researches are enumerated below:

(1) measurement and analysis of the profit-

ability and efficiency of Philippine

public enterprises;



(2)

- (3)

(4)

28

an analysis of internal control in Philippine

public enterprises;

an analysis of external control in Philippine

public enterprises;,and

measurement and analysis of the contribution
of Philippine-public enterpiises to economic
growth in terms of value added, employment

effects, and the like.

~



Table 1. THE PHILIFPINE PUBLIC ENTERPFISE SET, 1982

Public Enterprise

Controlling Agency/ies ' Motive/s

I. AGRIQULTURE

1.

2.

5.

Masaganang Sakahan

Monte Maria Poultry Famme

National Sugar Development

Rational Industrial Tree
Corporation
NDC-Dunlop Plantation, Inc

NDC-Guthrie Plantation, Inc

Corporation

Land Bank of the Philippines m)‘-m.gam;:em(mmm |

Philippines . = to.generate revenue (commercial
mqtm;-bﬁnistryof venture); to redistribute incame
mnmSetﬂ.enmts (rS)

National Investment Develcpment ~ to generate revenue {(commercial
Corporation (NIDC) - Philippine venture)
National Bank (PNB) : .

- to ocorrect for absence of market
~ due to risk and uncertainty

Natimail)evelopnmtcorpm'ation -tocorrectforabsemeef»md:e

(NDC) - Ministry of Trade amd to risk and uncertainty; to generate

Touriem (MIT) ::evet_me_(cmmcialvarb.:re)
National Development Carporation —togmérabezevame(memial

(mC)-.IﬂnjstryofTradea:ﬂ ventire)

Tourism (MIT)
National Development Corporation —togermteretmw(mercial

(NDC) - Ministry of Trade amd venture)

Irﬂustryﬂm)

Ministry of Agriculture (M) - to correct for absence of market

due to risk and uncertainty:
to generate revenue (commercial
venture) -

62
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Public Enterprise Controlling Agency/ies . Motive/s
9. Panaon Prawn Development Southern Philippines Development ;tocomrectﬁoraheameofmarket&ebo
Oorporation - Authority (SPDa) - Ministry of risk and uncertainty; to generate
‘ Humand Settlements (MHS) - reveme {cammercial venture); to redistribute
10. Virginia Tobacco Fuelwood  Philippine Virginia Tobacco - to correct for absence of market due to
Corporation , Administration (PVIA) - Ministry  risk and uncertainty; to generate :
of Agriculture (MA) revenue (commercial venture)
11. Woodwaste Utilization and Human Settlements Development - to correct for absence of market due to
Development Corporation Coxporation (HSDC) - Ministry risk and wncertainty
' . of Human Settlements (MHS) ' _
12. Bicolandia Sugar Develcp- National Investment and Develop~- - to generate reverue (camercial venture)
ment Corporation ment Corporation (NIDC) ~ '
~ * Philippine National Bank (PNB)
II. MINING ' | |
1. The Energy Corporation Natiomlnevelcgnentmtpmatim -~ to correct for capital indivisibility; to
mt;ymnist:yofmm correct for absence of market due to
~Industry (MII) risk and uncertainty
2. Malangas Coal Corporation Philippine National Oil Corpo- - to correct for capital indivisibility;
ration (PNOC) - Ministry of to correct for absence of market due
Energy (M) - to risk and uncertainty -
3. Multi-National Resources National Development Corporation - to correct for capital indivisibility;
Corporation - (NDC) - Ministry of Trade and to correct for absence of market due
J Industry (MIT) to risk and uncertainty
4. NDC-shell (Billiton) National Develogment Corporation - to correct for capital indivisibility;
- Minerals, Inc. (NDC} - Ministry of Trade and to correct for absence of market due
Industry (MIT) to risk and uncertainty

e e

0t



5.

7.

9.

10.

11.

field Mines

PNOC Cpal Corporation

PNOC Energy Drilling, Inc.

{(NDC) ~ Ministry of Trade and
Ibdustry (MIT) :
Philippine National 0il Corpo-

ration (PNOC) -mmsttyof
Energy (MOE)

PNOC mplomtim Corporation Philippine National 0il Corpo-

ration (PNOC)-Ministry of
Energy (MCE)

Senirarammngcorporatim Natiocnal Development Corporation

Vulcan Industrial Mining
Corparation

Westermn Minolco Mining
Corporation

III. MANUFACTURING

1.

. 2.

Alfa Integrated Textile
Mills :

Alfanbras Menueles

amC)-Mlmstxyof'lrademﬂ

Development Bank of the Philip-
pines (DBP)

Human Settlements Development
Corporation (HSDC)-Ministry of
Buman Settlements (MHS)

to correct for capital indivisibility; ¥
ocrrect for absence of market due to
risk and uncertainty

to correct for capital indivisjbility;
to correct for absence of market due
to risk and uncertainty

to correct for capital indivisibility;
to correct for absence of market due
to risk and uncertainty

to correct for capital indivisibility;

o correct for absence of market due

to risk and uncertainty

to ocorrect for capital indivisibility;
to correct for absence of market due
to risk and uncertainty

to correct for absence of market due
to risk and uncertainty
o carrect for capital indivisibility;

to correct for absence of market due
to risk and uncertainty :

to save "distressed industries®

to redistribute im'xmé; to generate
revenue {comrercial venture)

\‘\ j

1€
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Page 4
Public Enterprise Controlling Agency/ies . Motive/s ..
3. Bataan Refining Corporation Philippine National 0il Company -t:ogmerabereﬁum {camercial venture)
(FN0C) - Ministry of Energy
(MCE) .
4. Building Bricks, Inc. Human Settlements Development ° - to redistribute inocome; to generate
: Corporation (HSDC) - Ministry revenue {camercial venture)
of Human Settlements (MHS) '
5. CEPCC Industries Inc. - originally to correct for absence of
market due to risk and uncertainty;
to generate revenue {camercial
venture}
6. Central Azucarera del Philippine National Bank (PNB) - to save mdistressed industries"
7. Cooco~Chemicals Phil., Inc. National Investment Development - to generate reveme (cammercial venture)
Corporation (NIDC) - Philippine
National Bank (PNB)
8. Continental Manufacturmg Da!elogrent Bank of the Philip- - to save "distressed industries®
Carporation pines (DBP) '
8, Cagayan Sugar Corporation Philippine Sugar Camuission - to generate revenue (cammercial venture)
{PHILSDOOM) :
10. Cellulose Processing National Development Corporation - to save "distressed industries"
Corporation {(NDC)-Ministry of Trade and :
Industry {(MIT) |
- 11. Corfocds, Inc. Human Settlements Development - to redistribute incame; to generate

12.

Delta Motor Corporation

Corporation {(HSDC) -~ Ministry
of Human Settlements (MHS)

Philippine National Bank (PNB)

revenue (commercial venture)

to save "distressed industries"
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13. East Visayas Agricultural Leyte Sab-A Basin Development - to redistribute income; to generate
Projects, Inc. Authority (Leyte Sab-A) revenue {commercial venture)
14, Fil-0il Refinery Corpo- Ph:.hp;nneNatmna.lO:.lcmpany - to generate revenue {camercial venture)
ration (PNOC) -Ministry of Energy (MOE)
15. GEMXOR Farm Systems Development - to correct for absence of market due to
Corporation (FSDC)-Human Settle- rigk and uncertainty
ments Development Corporation -
{HSDC)
16. Herditex Textile Mills National Development Corporation - to save "distressed industries®
(NDC) - Ministry of Tourism i : -
17. Integrated Feed Mills, Southern Philippines Develogment - to redistribute inocame; to generate
Inc. “Authority (SPDA)-Ministry of revenue (commercial venture)
Human Settlements (MHS)
18. 1Isarog Pulp and Paper Co. Development Bank of the Philip- - to save "distressed industries”
pines (DBP) ’
19. ILakeview Industrial Corpo- Dévelo;nmtBankoftheHlilip- - to save "distressed industries"
ration pines (DBP) - '
20. Meat Packing Corporation Govermment Service Insurance - to save "distressed industries”
System (GSIS) _
21, Midland Cament Corporation Development Bank of the Philip- - to save "distressed industries"
pines (DBP)
22, Mindanao Textile Corpo- National Development Corporation - to save “distressed industries”

ration

(NDC)- Ministry of Trade and

€€
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Public Enterprise

Controlling Agency/ies

lbti\"'e/s

24.

25.

26.

27.

28,

29.

30.

National Aero Mamufacturing Philippine Aero Development

Corporation
National Precision Cutting
Tools, Inc.

New Agrix, Inc.

NIDC Oil Mills

Paper Industries Corpo—
ration of the Philip-
pines

Paragon Paper Industries,
Inc.

Paragon Paper Mills, Inc.

Corporation (PADC)-Ministry of

Transportation and Cammmication

(MOTC)

National Development Corporation
(NDC) -Ministry of Trade and
Industry (MIT)

National Development Corporation
(NDC) ~Ministry of Trade and
Industry (MTT)

(NDC) -Ministry of Trade and
Industry (MIT)

National Investment Development

Corporation (NIDC)-Philippine
National Bank (PNB)

{NDC) -Development: Bank of the
Philippines (DBP)

t Bank of the Philip-
pines (DBP)

National Development Corporation
- (NDC)-Ministry of Trade and

Industry (MIT) :

- to correct for capital indivisibility;

t0 ocorrect for absence of market due
to risk and uncertainty

- to save "distressed industries”

- m'm "distressed industries®

-~ to save "distressed i.ndustries"_

- bo generate revenue {cammercial
venture)

- to.save "distressed industries"

- to save "distressed industries”

- To save "distressed industries"

ve
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31. PecplesLivelilmdmher- Tedmlogyﬂesmmce@ter(‘l!&) - to redistribute inoome; to generate
prises, Inc. revenue {camercial venture)

32. Philippine Association of National Development Gorporation - to correct for capital indivisibility;
Smelter and Refining {(NDC) -Ministry of Trade and to correct for absence of market due
Corporation . Industry (MIT) to risk and uncertainty -

33. Philippine Phosphate National Dazelognent Corporation - to correct for capital indivisibility;
Fertilizer Corporation (NDC)-Ministry of Trade and to correct for absence of market due

Industry (MII) . to risk and uncertainty
34. Philippine Plabe H:Llls National Development Corporation - to save "distressed industries"”
Co., Inc. {NDC)}-Ministry of Trade and
 Industry (MII) ‘
35. Philippine Natiomal Oil Ministry of Ele-rgy {MOE) - to oontrol a strategic activity
36. PNOC Alcohol Corporation 'PhilippineNaticnaIOilc}arpany' - to correct for absence of market due to
{PNOC} -Ministry of Enexgy (MOE) risk and uncertainty

37. Redson Textile and . Development Bank of the Philip~ - to save "distressed industries”
Mamufacturing Corpora— pines (DBP) .

38. Refractories Coerporation National Development Corporation - to save "distressed industries®
of the Philippines DC)-Ministry of Trade and -

Industry (MIT)

39. solid Mills, Inc. Development Bank of the Philip- - to save "distressed industries"

pines (DBP) _

40. Synthetic Textile Mamu- Develogrentﬂankofthem.l;g- - to save "distressed industries”
facturing Corporation - pines ,

'I\echrnlogy Resoaxrce Center ('mc)- - to %&gg&rﬁa&

'I'ed'mology Manufacturmg

and ‘Development -Corpo-
ration, Inc.

mm.auyofmnmsetniarams = yevente: ¢




Public Enterprise

Controlling Agency/ies

Motive/s

IV. ELECIRICITY, GAS, WATER

*1. Iocal Water Utilities
Administration

*2, Metropolitan Waterworks
and Sewerage System

3. Manila Gas Company

*4, National Electrification
Aministration

5. Naticml. Power Corporation

*6. Sapang Palay Project
Rural Electric Services

V. QOONSTRUCTION

1. Construction and Develop-
ment Corporation of
the Philippines

2. Basin Dredging and Develop-

ment Corporation

3. PHIVIDEC Construction and
Development Oorporatim

Ministry of Public Works and
Righways (MPWH)

Ministry of Public Works and
Highwvays (MPWEH)

National Developnent- Corporation
(NDC} -Ministry of Trade and
Industry (MIT)

Ministry of Human Settlements
T (MS) .
Ministry of Energy (MOE)

National Electrification
Adninistration (NEA)

Development Bank of the Philip-

pines . (DBP), Govermment Service

Insurance System (GSIS), Philip-
pine National Bank (PNB), Land

Bank of the Philippines (IB),
National Development Corpora-

Leyte Sab-A Basin Development
 Authority (Leyte Sab-a)

- control of natural monopoly; to
~ correct for consumption externality

- control of natural monopoly; to
correct for consunption externality

- originally to correct for absence of
Market due to risk and uncertainty;
to generate revenue (commercial
venture)

- ~ correct for consumption externality

-t0 control of natural monopoly
- to correct for consumption externality

- to save "distressed industries"

- to redistribute incame

Philippine Veterans Investmensts & - {o redistribute income; to generate -y

Development Corporation

- revemue (camuercial venture)
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*4. National Irrigation - mnisuy'ofmblicvbrks ', - to correct for capital indivisibility;to correct
Administration and Highways (MPWH) ' foromsmpﬂmextemality; to redis~

*5. Farm Systems Develop- Ministry of Public Works ‘=—tooonectforcmsmpt:ma¢emality.

’ » ment Corporation a:ﬁﬂigmays(!m)' ' to redistribute income

6. Public Estates Autho- Natianlﬂcumicarﬁ = to generate revenue (ocamercial venture)

rity Development Authority o
(NEDR) ‘

VII. TRANSPORTATION .

1.

*3.

*5.

6.

Air Manila

. Air Mindanao

Light Railvay

Luzon Stevedoring
Corporation

Metro 'mnila Transit

National Galleon
Shipping Corp.

to save "distressed industries”
Development Corporation

{NIDC)-Philippine National

Bank (PNB)} -

NatimalDevelommt
ration (mc)-mnistzyof
Trade and Industry (MIT)

Ministry of Transportation ocontrol of natural monopoly; to correct
and Comunication (MOTT) - for consuption extermality -

National Development - to save "distressed industries”
Corporation (NDC)-Ministry
of Trade and Industry (MII)

Ministry of Transportation = to0 correct for consumption extermality
and Comunication  (MOTC) :

to save "distressed industries”

National Development Corpo- = - to save "distressed industries” K
ration (NDC)-Ministry of :
Trade and Industry (MIT)
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Public Enterprise

Controlling Agencylies

Motive/s

7'

9.

10.

11.

12,

13,

*14.

Pantranco North Express, .

Philippine Aer:owace
ration

P!ﬁhppine Aero Transport,
Inc. :

Philippine Airlines, Inc.

Philippine Helicupta:
Services, Inc.

Philippine National Lines

Philippine National

{(NIDC)~Philippine

National Bank (PNB)

Philippine National Oil Company
(PNOC)-Ministry of Energy (MOE)
Ptnllppine Aero

Corpo-
ration (PADC)-Ministry of Trans- -
portation and Gmmnat.tontlﬂm)

AerO”

i Development
Carporation (PADC)-Ministry of
" Transportation and Oatmmcatam

(MDTC)

System (GSIS)-National Dewvelop-
‘rment Corporation (NDC)

Philippine Aero Development Corpo-

ration (PADC)-Ministry of

(MOIC)

Ministry of Transportation and

Comumnication (MOTC)

Ministry of Transportation and
Cammmication (MOTC)

- to save "distressed industries”

.-togeneraﬁeremme (cammercial venture)

- to correct for capital indivisibility;
- -to correct for absence of market due
to_riska:ﬂmoerbainty

-toga\eratem(mrcial
venture)

to save "distressed industries®

-toqene.raté:evetm {cammercial venture)

- to correct for absence of market due

to risk and wncertainty; to generate
revenue (cammercial venture)

- oontrol of natural monoply: to correct
for consumption extemality.
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*15, Philippine Ports Authority 'bﬁ.nistxyof'ltan@ortatwnarﬂ - control of natural mongpoly; to correct
Gmmm:u:atlm cmmwticm externality
16. PNOC Crude Oil Tankers, Phll:.ppmeNaUavalOllcmpmy
Inc, (P90C) -Ministry of Energy (MOE) - to control strategic activity
17. PNOC Petroleum Carriers, Philippine Natiomal oil Ocupany - to control strategic activity
Corp. ’ (PNOC)-Ministry of Energy (MOE) - |
18. PNOC 0il Carrier, Inc. Prilippine Natiomal Oil Company - to control strategic activity
-' o {ENOC) -Ministry of Energy (MOE) '
19. PNOC Petroleun Tankers, National Oil Campany - to control strategic activity

20.
21.

22.

° 23.

24.

ENOC Slipp!.ngaxﬂ'lransport
PNOC Tankers Cos poration

Philippine Resturce
Helicopter, nc.

Phividec 3ai?mys, Inc.

Republic Trinsport and
Shipyar { Corporation

(Pmc)-tdirustty of Energy (MCE)
Philippine Natloml 0il Campany

(PNOC)-Ministry of Bhergy MOE)

Philippine National 0il Company
{PNOC) ~Ministry of Energy (MOE)

Philippine Aero Develcpment
. Corporation (PADC)-Ministry of

- (OEC)
Philipoine & Commi sai
(PHILSUOOM)

Philippine Sugar Cammission
- (PHILSUOOM)

- to conhnoi strategic activity

- to control strategic actJ.v:Lty

- toga:mate revenue {commercial venture)

- to generate revemue (commercial venture)

- to generate reveme (camercial venture)

6€
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Public Enterprise

Motive/s

VII. COMMINICATIONS

*], %ﬁm:uncatims

*2. Bureau of Posts

VIII. STORAGE
1. bﬁ:ﬁevanefr:.geratlm
Industries
2. People'a Technology
3. National Warehousing
Corporation

IX. FINANCIAL INSTTTUTICNS

l. Comercial Bank of Manila

2. Development Bank of the
Philippines

' 3. Philippine Amanah Bank

* 4, GovmmltService

Nat:.malnevelcpnmt&nporatam {NDC) -
Ministry of Trade and Industry (MII)

Ministry of Transportation and

Carmnication (l‘_DTC)V

Southern Phi
Authority (SPDa)

I\edmlogyReeamceOerrter (TRC)

Development

Nata.mal Investment Develcpment
Carporation (NIDC)-Philippine
National Bank (PNB)

GwenmtServmeInmrameSystan
(GS1IS)

National Economic and Development
Authority (MEDA)

Ministry of Finance (MOF)

Natlanlﬂcamca:ﬁnevelqnart

control of natural monopoly; to
ocxrrect for consumption extermality

-~ oontrol of natural monopoly; to

ocorrect for consumption externality

to redistribute income; to generate
reveme (camnercial venture)

. to redistribute inocome; to generate

revenue (commercial venture)

to. generate revenue (camercial
venture)

to save "distressed industries”

- ariginally, to correct for absence of

market due to risk and uncertainty;
to generate revenue {(commercial
venture)

- to redistribute income; to generate

.-tooorrectfcu:ccnsu!ptima:tena-

reveme {(commercial venture)
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Controlling Agency/ies

- Motive/s

5.

*6.

7.

9.

10.

12.

. 13'

14,

*15.

Grains Insurance Agency
Corporation, Inc.

Home Development and
Mutual Fund

Ehmeiﬁhmxﬁng(lnpannﬁnn

International Corporate
Bank '

Land Bank of the Philip-
pines

LBP]hsunmﬁg Brokerage

Maunlad Savings and Ioan
Association

National Development
Corporation

NDC shell Minerals, Inc.

Naticnal Investment and
Development Corporation

National Home Mortgage

National Food Autharity (NFA)
!ﬁnﬁﬂzycﬂfﬂﬁmuxSeuﬂamaﬁs
(MS)
Muusuglafﬂunnlsdﬁiemxms
(MHS) .
Development Bank of the Philip-
pines (DBP}-National Develop-
ment Corporation (NDC)
!ﬁni&ﬁqraEAgnmdathibnn
. {MAR)
Land Bank of the Philippines
) (LBP)
Have Financing Corporation
. (HFC)
Ministry of Trade and Industry
(MFT)
National

Development Corpo-
ration (NDC)-Ministry of Trade &

Industry (MIT)
Philippine National Bank

Ministry of Ruman Settlements
(MHS)

- to oorrect for absence of market due to risk
andtzxxmtauﬁy

- to correct for consmption externality; to
redistribute income

- to correct for absence of market due to risk
andtnmerhmuﬁy

~ to0 save "distressed industries”

cnngmﬂly,tocxmnux for absence of market

due to risk and uncertainty; to generate
reveme (cammercial venture)

- = t0 generate revenue (cammercial venture)

-to'ﬁnme%ihﬂiem*ﬂ.hximﬂzies“

- 10 oorrect for absence of market due to
risk and uncertainty

- to generate revenue {cowmercial venture)

- 40 correct for absence of market due to
risk and uncertainty

- to correct for consumption externality;
to redistribute income

84
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16. Philippine Crop Insurance  Ministry of Finance (MOF) - -~ to correct far absence of market due to
17. Philippine Deposit National Econamic and - - to correct for absence of market due to
Insurance Corporation - Development Authority (NEDA) risk and uncertainty
18. P&ﬂ]ippinemdxange Natimallnvestmentaxﬂ ‘ - to generate revernue (camercial venture)
Campany Development Corporation {NIDC)-
Philippine National Bank (PNB)
19. PNB Inte.rnatimal Finance, Philippine National Bark (PNB} “-t0 generate reveme (ccmmercial venture)
Lw' . N
20. Philippine National Bank National Boonomic and Develop~ - originally, to correct for absence of market
_ ment Authority (NEDA) due to risk and uncertainty; to generate
_ : revenue (camvercial venturej
21. Philippine Veterans - to redistribute inocome; to generate revenue
Investment Development Ministry of National Defense (commercial ventiwe)
Corporation - (D) _
22. PNB Venture Capital, Itd.  Philippine National Bank (PNB) - to correct for abeence of market due to
~ risk and uncertainty
23. Pilipinas Bank Philippine National Bank (PNB)- - to save "distressed industries”
National Investment Develop- -
ment Corporation (NIDC)
24. Quedan Guarantee Fund National Food Authority (NFA) < to correct for absence of market due to
Board : rigk and uncertainty
'25. Republic Plante.s Bank Philippine Sugar Commission - to generate revenue (cammercial venture)

ment Authority (NEDA)
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27. Summa Insurance National Development Corporation -toaaire_'distresaedixmuies'
Corporation (NDC) -Ministry of Trade and
- Industry {(MTT)
28. Philippine Export and Ministry of Finance (MOF) - to control strategic activity
Foreign Loan Guarantee
Corporation .
29, IrﬂusmalGuaranteealﬂ Central Bank of the Philippines - to correct for abeence of markit due to risk
Loan Fund {CB) and uncertainty; to redistribute inoome
X. TRADING |

1.

Asia Industries, Inc

National Dewvelopment Corporation
{NDC)-Ministry of Trade and
Industry (MIT)

(IC)-Ministry of Trade amnd
Industry (MTT)

Human Settlearents ﬁevelopmt
Corporation (HSDC)-Ministry of
Buman Settlements (MHS)

Corporation {PTTC)-Ministry of
Trade and Industry (MrI)

leyte Sab-A Basin Development
Authority (lLeyte Sab-A)

—bosaﬁe"dist:e'ssedindustﬁes"
- to save "distressed industries®
-toredi_strih;teincane

~ to ocorrect for absence of market due to risk

and uncertainty; to correct for consumption
externality :

- to redistribute income; togmarateréverme
"~ {commercial venture) &
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6. Food Terminal, Inc. National Food Authority (NFA) ~ to correct for absence of market cdue to
' risk and uncertainty; to redistribute
incame
7. Koppel, Inc. National Develogment Gorpozaftm - to save "distressed industries”
(NDC)-Ministry of Trade a.nd :
Industry (MII)
8. National Sugar Trading Philippine Sugar Commission - to exploit monopoly power in international
Corporation (PHILSUCGHM) trade; to generate revemie
. {camnercial venture)
9. NDC-NACIDA Raw Maten.als National Development Corporation - t0 generate revenue {(camercial venture)
Corporation (NDC)-Ministry of Trade and -
Industry (MFI) .
10. Petrophil Philippine Naticnal Oil Campany - to generate revenue (camercial venture)
{PNCC) -Ministry of Energy (MOE) '
11. Petron TRA Philippine National 0Oil Company - to generate revenue (camercial venture)
(PNCC}-Ministry of Energy (MCOE)
*12. Philippine International Philippine International Trade - to correct for absence of market due to risk
Development Comparny Corporation (PITC)-Ministry of and uncertainty; to correct for consumption
Trade and Industry (MIT) externality
~ *13. Philippine International Ministry of Trade and Industry - to correct for absence of market due to risk
' Trade Corporation} (MIT) and uncertainty; to ocorrect for consumption
externality
. 14. Philippine Tobacco Ministry of Agriculture (MA) - to redistribute incame
15. Philtrade USA, Inc. Food Terminal Inc. (FTI)-National - to generate revemie (camercial venture) >

Food Autharity (NFA)
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Public Enterprise

Controlling Agency/ies ' W.s

16.

17.

2.

*3.

Philiopi

Virgini
Tobacoo Administration

Dasmarifias Estates
Development Corp.
Estates, Inc.

Goodyear Rgalty

Corporation

‘Ministry of Agriculture (M) - to redistribute income .

Nat:i.malDevelopmtOotparaum to save dlstz'essedmdustnes
{NDC)-Ministry of Trade and :
Industry (MI'T)

Philippine National Bank(FNB) - to save "distressed industries”

Lend Bank of the Philippines (LBP) - to save "distressed industries”

Human Settlement Development ' —'bocoa:'rectfctcmsmpumextqmahtyz

Corporation (HSDC)-Ministry to redistribute income
of Human Settlements (MAS) ' .

National Develogment Corpo- - to save "distressed industries”
ration (NDC)-Ministry of - _
Trade and Industry (MIT)

National Development Corparation - toredistributemm
(NDC)-Ministry of Trade and :

§Industry (MIT) | |
Philippine National Oil Company - t0 generate revenue (commercial venture)
(PNOC) -Ministry of Energy (MOE) _
National Development Corporation - to save "distressed industries”

. {NDC)-Ministry of 'I‘rade and
Industry (MFI)

1
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8. Imlm\gBayanmalty' _ IaxﬂBamcofthemilippmes (I.BP) -togmeratereiranxe.:(pmuercialvenmxe)
9. Marina Properties National Developlmtbo:poratim - to save "distressed industries" |
Qorporation (NDC)-Ministry of Trade and : '
Industry (MTI) - |
10. Moorwalk Development Philippine National Bank (PNB) - to save "distressed industries"
Housing Oorporation
11. National Realty Development Philippine National Bank (PNB) - to0 save "distressed industries"
12, NADEQOD Realty Corporation Rational Develqmart Corporation - to generate revenue {commercial venture)
. {RDC) . _
*13. Natiaalﬁm;éingAuttmity Mi.nistryofmmnSettlanents - tocorrect-formmptimexteﬁmlity:
: (MHS) : | to redistribute incame
14. NDC-Estates, Inc. Nat.:.cn?l Development Ocu:'poratim. - to genereate revemie (commercial venture)
15. Pinagkaisa Realty Nat:.mal Develo;nent Corporation - to save "distressed industries”
(NDC) :
16. Urban Realty and Development Human Settlement Development Ftogereraterevmm(&xmercialventure)

Corporation

XII. OTHER SERVICES

1.

Celx: Veterans Ports -
Services, Inc.

Corporation (HSDC)

- to redistribute incame; tp generate

Mxilippine Veterans Investments
reverre {(oamercial venture)

and Development Corporation
- (PHIVIDEC)-Ministry of Naticnal
Defense (MND)

14
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Public Enterprise Oontrolling Agency/ies Motive/s

2. DBP Data Center DevelcmettBarﬂcofthé -togaxer&tereirane»(cammial

: Philippines (DBP) . venture) ' .
3. DEP Management Campany Develapent Bank of the ~ to generate revenue (camnercial
| Philippines (DBP}. venture) 7

4., !bbelDevelqmmtOoxpora? DevelopnmtBankoftl'ne >-tosaire"dist:essedirﬂm&ies"
tion Philippines {(DBP)

5. ml:elmterprisesofthe GovenmartServ:.ceInsurance - to save "distressed industries"
Philippines System (GSIS)

6. Karilagan Hotel (Enrico), Govermment Service Insurance —tosa{re"diatressedirﬁustries“

*7. Lung Center of the MimstryofmnanSettle:mts - to correct for consumptiam
Philippines | 1215) B ~ externality

8. ILeybe Sab-A Basin Develop- ~ National Economic and ' - to correct for absence of market due
Ment Authority Development Authority (NEDA) to risk and uncertainty; to

*9, Lungsod ng Rabataan Children's

10.

12,

13,

Bospital
Maranaw Hotel and Resort
Oorparation
Manila Hotel Corporation
Manila Mandarin Hotel,

Manila Peninsula Hotel

Ministry of Human Settlements
(MHS)

Develogment Bank of the
Philippines (DEP)

Government Service Insurance
System (GSIS)

Development Bank of the
Philippines (DEP)

Development Bank of the
Philippines (DBP)

redistribute incame
-~ to correct for omsmtim
- to save "distressed industries"
- to save "distressed industries"

- to save "distressed industries”

- to save "distressed industries”

A 4
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Public Enterprise

Motive/ 8

14.
15.

16.

*17.

18.

*19.

*20.
21.
22.

23.

24,

National Service Corporation

Marikina Plaza Agora
Corporation

Philippine Shipyard and
Engineering Oorporation

PhJ.hppme Tourism Authority

National Development mrpcratim
(NDC)-Ministry of Trade and
Industry (MIT)

Philippine F:.shen.es and
Development Authority (PFDA)
Pluhppine VEta:ans Investments
and Development corporatim

(PHIVIDEC) '

Natiual Food Autlmty (NFA) -
Ministry of Natural Resources
(MR}

Ministry of Health (MOH)

Davelopmtaaﬁkofthe
Philippines (DEP)

Ministry of Finance (MOF)

National Imvestment and
Development Corporation (NIDC)-
Philippine National Bank (PNB)

Ministry of Tourism (MOT})

- to generate revenue (conmercial venture)

Ft:bgenarabe_reirame (cammercial venture)

to redistribute irbane: t0 generate
revemue {camercial venture)

ﬁocorrectfou:ccnsmptjmextemality;
to redistribute incame

to redistribute income; to generate
reveme {cammercial venture)

to correct for comsumption externality;
to redistribute incame

to correct for consumption externality
to save "distressed industries”
to generate revenue (cammercial ventire)

to generate revene (comercial venture)

to generate revenue {commercial venture)

ay



rable 21

Page 21
Public Enterprise Controlling Agency/ies ~ Motive/s
*25. Philipp:m'rzadebdubits lﬁ:ﬂstxyof‘l‘radearﬂhﬂusuy (MIT) —tooomrectﬁoréamwtime:tetmlity
26. Philtrade Inc. Food!l\emﬂ.nallnc., (E'I'I)—Nat.:.anl -mgaeratem(mm
: Fbodﬁuﬂmitym _ ' venture) : -
27. PNOC Management and Hﬂl;ppamﬂatimlmlcmpany - to generate reverme {commercial
Technical Services {PNOCC)-Ministry of Energy (MOE) venture)
28. PNOC Marine Corporation National Oil Campany - to generate revenue (cammercial
(PNOC)-Ministry of Energy (MOE) venture)
#29. Recto Central Park Human Settlements and Development - to correct for consunption
Development Corporation (HSDC)-Ministry of externality
30. Reeortnobelcorporatim Deve]q;:mtﬁankoftheﬂﬂl:.ppﬁ\es - to save "distressed industries"
_ _ (DEP
3l. SEA Ranch Corporation Philippine Veterans Investments - to generate revenue (camnercial venture
' and Development Corporatio venture}
(PHIVIDEC) ' S _
32, Southern Philippines Ministry of Human Settlements (MHS) - to correct for absence of market
Development Authority - due to risk and s to
. ] redistribute income; to generate
revenve (commercial venture)
33. Technology Resource Center - to correct for absence of market

.'7 *34.
35.

Manila International Airport
Export Processing Zone Authority

Ministry of Bluman Settelements
- (MHES) due to risk and uncertainty; to
redistribute income

-_wmtﬁw'mmﬁm extermality

lh.nisl:zyof'h:aﬁe&nﬂxstry —togmeratemvama(cumercialvetmﬁe)_

: ~ *publtc -enterprises without-asterisks: aremelumsofrﬁaesetwmtm 1imited -definition. Eh:taaet—pa.us
allmmesmmamdmcmpﬁseﬂnbigmsetmespaﬂugwﬂubxmderdeﬁnitm _

14



Table 2

ILLUSTRATIVE PUBLIC ENTERPRISE CASES, STATED MOTIVES FOR
INTERVENTIONS, AND VIOLATIONS OF EFFECIENCY CONDITIONS

Public Enterprise Cases

Stated lﬁotiieay -

Assumptions Violated : Violations

Water Supply
Sewerage
Telephone systems

Cigarette manufacturing
Liquor, distillery

Internalize externalities

Offeet externalities

Coﬁu consumption -
Set

Consumption

- Externality

Public utilities such as
electric power supply,
telecomunications

Capital intensive industries
such as mining, oil .
exploration, and heavy
equipment

Control monopolies

Control commanding heights
Provide entrepreneurial
suppo:;‘tlsubst:ltutibn

Coﬁu Production
Set

Increasing returns
to scale

Capital Indivi-
" sibility

Mining and oil exploration

l’ro’éide entrepreneurial

. Existence of full

‘set of markets

Absence of market
due to risk and
. uncertainty

Small-scale labor intens:l.ire
enterprises (e.g. tron
work, slaughterhouse)

*Sick' industries

Increase employment

Raise output

Train skilled managers and
technicians

Utilize resource efficiently

Prevent business failure

Promote primary exports .

Full employment of
~ resource

Labor unemployment

Excess Capacity

08



" (Table 2 Continued)

Public BEnterprise Cases H . Stated }iqti{res ) o Assumptions Violated

: Violations
Pioneering industries _ Proir:l.de entrepreneurfal Pexrfect information Imperfect
such as steel, hydroelectric/ ' support/substitution information

-aluminum smelting,
fetilizer

Divergence bet-
ween private
and social
costs and
benefits

2lgae Choksf (1979), Table 2.1, p.8 and Jones (1975), Table 9-1, p.145.

Source: Diokno (1981) p.8-9

1S
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