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L. Introduction

State-operated enterprises (SOEs), aka government or public enterprises, are among the most
graphic examples of government intervention in the economy. Many governments around the
world were not happy with various forms of regulations — taxes, permits, fees and charges;
inspections, accreditations. They have to create enterprises that are supposed to function like those
private enterprises that the state regulates, except that government enterprises are exempted from
some state regulations.

This paper will attempt to offer some theoretical framework analyzing the stated logic and
rationale why governments create and maintain SOEs, as well as alternative framework to show
why there should be none. A midway proposal of “limited SOEs” and its criteria is also
mentioned. Then certain examples from Philippine experience, or experiment if you may, to prove
the points being offered in those theoretical framework are discussed.

In the Philippines, SOEs are called Government-Owned and -Controlled Corporations (GOCCs)
and Government Financial Institutions (GFIs). There are plenty of them, and the Annex gives a
list of SOEs that the Philippine government has completely privatized, those planned to be sold
off, and those that the government seem not interested to privatize at all.

II1. Theoretical Framework

There are two major schools of thought on the existence of government enterprises. First, that
which justifies SOEs’ presence, and second, that suggests no justification for the continued
existence of SOEs. The former is the dominant thought advocated not only by politicians,
appointed bureaucrats, as well as cronies that benefit from SOEs, but even by many academics
and consultants.

A. Theory and rationale why SOEs are created

The main reason given by many governments around the world why they create government
corporations and banks or SOEs, is to “further push development”. This position is also supported
by many intellectuals, consultants and academics. In a paper, “Raison d’Etre of Public
Enterprises, Comparative Review (by ASOSAI, 1985), among the reasons given by the
governments of the following countries are:

e Bangladesh: Promotion of social policy.
¢ India: Promotion of self-reliance in strategic sectors in the economy.
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Indonesia: Participate in business vital and firmly connected with the needs of the people.
Malaysia: Growth and expansion.

Pakistan: Self-reliance, deal with strategic sectors of the national economy.

Sri Lanka: Make investments where there is absence of significant private sector.

Australia: Government control, prestige; specialization for economy and effectiveness.
e Japan: Strengthen nation’s power; build-up modern industry.
e Korea: Promote public services, generate (additional) state revenues.

In the Philippines, one important framework justifying public enterprises is provided by the
Constitution itself. In the 1987 Constitution (Article XII, National Economy and Patrimony), it
says:

“Sec. 16... Government-owned or controlled corporations may be created or

established by special charters in the interest of the common good and subject to

the test of economic viability.”

The “developmental-welfarist function”of SOEs can be depicted in this graph below:

Graph 1: The Promise(s) of Government Enterprises
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B. Why creation and maintenance of SOEs is not justified

Not everyone is convinced with the above-stated philosophies, of course. Among those who
offered some strict criteria by which government enterprises may be allowed is Friedrich Hayek.
In his book “The Constitution of Liberty”, he wrote the following in chapter 15, “Economic
Policy and the Rule of Law”:

“But though government may at any moment be best qualified to take the lead in
such fields (“public goods, public works”), this provides no justification for
assuming that this will always be so and therefore for giving it exclusive
responsibility...

“So long as government uses any of its coercive powers, and particularly its power
of taxation, in order to assist its enterprises, it can always turn their position into one
of actual monopoly. To prevent this, it would be necessary that any special
advantages, including subsidies, which government gives to its own enterprises in
any field, should also be made available to competing private agencies.”



The second statement implies zero justification for state enterprises., because one important
characteristic of public enterprises is their exemption from certain taxes and regulations imposed
by the state to private enterprises. This immediately invalidates any claim for “fair play” or “level
competition” by government enterprises with private enterprises.

To generalize, when SOEs exist because of any of the following conditions below, the
justification for their creation, no matter how noble and developmentalist, evaporates. These
conditions are:

(a) SOEs are perennial losers and just live off on annual subsidy and continued cronyism for their
existence.

(b) They are “doing well” and churn out positive financial statements (ie, have regular net
incomes) because: (i) They have instant big capitalization or equity infusion from taxpayers’
money and hence, need not borrow from anyone. (ii) They enjoy certain privileges like tax-
exemptions, hassle-free renewal of business licenses or franchise, or freedom from extortion by
national and local politicians. (iii) Their big debts and unpayable liabilities in the past were taken
off their backs and passed on to the national government (NG), which the NG passed on to the
taxpayers. And lastly, (iv) they are plain monopolies.

Thus, when any or all of these conditions is/are evident, the “promises” depicted in Graph 1 may
not materialize at all and SOEs instead could produce opposite results. That is, instead of
stabilizing or declining costs while benefits expand, you can have increasing costs while benefits
decline, as shown below.

Graph 2: Deviations from the Promise
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Aside from the above Hayekian criteria, another theory that can disprove the necessity or
justification of SOEs to deliver welfare to society, is the concept of contestable market. A market
is “perfectly contestable” if entry and exit of firms is absolutely free (Nicholson, 1995).
Governments’ various regulations and business-related taxes and fees already impede entry and
exit of players. Introducing state enterprises and their built-in exemption from some of those
business regulations, taxation, and even extortion by government bureaucrats and politicians
further makes entry and exit of firms costly and risky. And with fewer sellers and producers, a
society is courting an oligopolistic, even monopolistic market structure, and people can say
“goodbye to choice”.



The free entry and exit of firms produce growth through time. And in the observation of one
economist, “Government is the enemy of free entry and exit” (Kling, 2007).

C. Don’t Privatize All, Retain Some

There are some proposals that government corporations should only be created and maintained
for (i) large, long-term projects that are beyond the reach of the market, and for (ii) activities with
distant payoffs, or with great externalities, either negative or positive, that cannot be brought into
the enterprise.

Though such proposal appears “neutral” between the current proliferation of SOEs and zero-SOEs
argument, the argument is weak.

On activities with distant pay-offs, the state is "justified" to put up a government enterprise.
Suppose there is a project to develop a rice variety that contains anti-malaria, anti-AIDS, anti-
polio, anti-hepatitis, anti-tuberculoses resistance to people who eat that rice. That is a very
"distant pay-off" project. So governments will put up a super-large rice research corporation, and
extract super-large taxes from the citizens, to finance that super-large corporation and
bureaucracy? That project is too good to be true, and if ever it will materialize, say 100 years from
now, then people will be more than willing to save and buy that rice, and will not wait for any
government subsidy to give that rice to them at low or zero cost.

On activities with great externalities, government is "justified" to put up a public enterprise.
Farming anywhere around the world (rice farming, wheat farming, livestock farming, chicken
farming, vegetable farming, fruits farming, etc.) has great externalities, positive and negative. The
negative externality is the large-scale conversion of forest land into agricultural land, hundreds of
millions of hectares of them. Another negative externality is regular or frequent plowing of the
land, which loosens the soil, which aids soil erosion. But farming productivity for some crops will
be very low if you do not plow the land and soften the compacted soil.

With such great externality of farming, will governments all over the world be justified to put up
super-large farming corporations, or “nationalize” many private farms, to "internalize" those
externalities that private farms cannot take in? And again, extract super-large taxes from the
citizens, hire super-large bureaucracies, to supervise that super-large corporation?

The proposal therefore, is faulty, or shaky at least. And yet it can be a clever logic to justify statist
thinking and intervention into the economy, into our lives, into our pockets.

I11. Philippine Experience of SOEs

Public enterprises were first introduced in the country during the American colonial period (1900
to WW2). Very few SOEs then, including the Philippine National Bank (PNB). After WW2, 30
government corporations were created from 1945 to 1950 alone. By 1967, there were 44
Government-Owned or Controlled Corporations (GOCCs). Table below shows the growth of
SOEs until the mid-80s.



Table 1. Number of GOCCs, 1970-84

Year Parents Subsidiaries Total
1970 47 18 65
1975 71 49 120
1981 92 120 212
1984 93 153 303(1)

Source: Presidential Commission on Reorganization,
Cited in Briones, 1986.

And even this 303 GOCCs, it was understated. The country was under the Marcos dictatorship
from 1972-1985 (Martial Law period). During that authoritarian rule, the distinction between
public and private enterprises was blurred. Crony private firms would have access to government
credit facilities, got loan guarantees, and granted exclusive government contracts (Patalinghug,
1996).

The idea of privatization was implemented starting 1986 when then President Cory Aquino
defeated in an election a dictatorial government that ruled the country for 20 years. By that time,
the volume of government losses (actually, taxpayers’ losses) to GOCCs and the bad loans
accumulated by GFIs were very big. In 1982 alone, approximately 73 cents out of every dollar of
outstanding foreign public debt were accounted for by public enterprises; the 27 cents attributed
to national government (NG) debts. And by 1989, around 34 percent of total national debt was
attributed to government enterprises, composed of (a) non-performing assets by PNB and the
Development Bank of the Philippines (DBP) transferred to NG; and (b) liabilities incurred by the
National Power Corp. (NPC), National Development Company (NDC), and PhilGuarantee which
were absorbed by NG (Patalinghug, 1996).

Currently, among the largest “deficit-generators” up to this day are the following GOCCs:

1. National Power Corporation (NPC) — a monopoly in power generation and transmission for
many decades; until a few years ago, it was losing up to $2 billion annually. There were a dozen-
plus reasons why this occurred, but among the most prominent ones are: (a) wastes and
profligacy, not to mention corruption, associated with the behavior of bureaucrats, cronies and
politicians administering a monopoly firm. (b) Bureaucratic inertia and absence of sufficient
flexibility and dynamism to respond to changing demand, like the failure to build more power
plants as the Philippine economy (along with many Asian economies) was growing rather fast in
the early 90s. This resulted in tremendous power black-outs in 1990-91, forcing NPC to enter
into contract with many independent power producers for quick power plants at expensive power
rates.

2. National Food Authority (NFA) — a monopoly in grains (especially rice) importation for many
years, sole regulator of private traders (wholesale to retail) while engaging in grains trading
business itself. Its administrators and bureaucrats justify the firm’s perennial loses (around $200-
$500 million annually) because it is mandated “to buy high, sell low” to protect both farmers and
poorer consumers.

For the government financial institutions (GFIs), many seem to be “earning well”. Among them
are the following:



1. Social Security System (SSS) — a monopoly in providing pension and various benefits to people
working in the private sector. Membership here is compulsory and by coercion, provided in
various labor and social security laws.

2. Government Service Insurance System (GSIS) — a monopoly in providing pension and various
benefits to people working government. Again, membership here is also compulsory, by coercion.

In these 2 GFIs, by virtue of their being monopolies, it is possible to hire even the laziest and
most conspiratorial administrators, they will continue receiving monthly contributions because the
working people are simply forced, coerced by laws, to become members of these two giant GFls.

3. Manila International Airport Authority (MIAA) — a monopoly in running and/or administering
all international airports in the country. The international airport in Manila is among the smallest
and least modern in Asia, and yet this monopoly corporation is charging all out-going
international passengers (except overseas Filipino workers or OFWs, others) a “terminal fee” of
$16 each, up from $11 just 3 months ago. Many big airports in Asia (about 10x larger than
Manila’s airport) make money from the many airlines, and from hundreds of shops in the airport,
so they do not charge out-going passengers “terminal fee” anymore.

4. Development Bank of the Philippines (DBP) — for many years in the 60s to 80s was a big
source of behest loans to cronies and friends of the President and other top politicians and
bureaucrats in the country. Big bad debts by the bank are still in the books of the NG in the form
of "assumed liabilities" from DBP. Filipino taxpayers pay for those debts and non-performing
loans (NPLs), while the bank leadership and the Office of the President enjoy the "handsome
points" of said bank remitting "net income" to the NG, because the bank no longer pays those bad
debts.

Even the central bank, formerly called Central Bank of the Philippines (CBP), is not spared from
the above practice. It transferred several $ billion of its liabilities to the NG, got new
capitalization and was renamed Bangko Sentral ng Pilipinas (BSP) starting the mid-90s.

For the overall GOCCs, in 2003, 77% of them generated a low return of 5% or less on
government’s equity investment; of which 42% of the GOCCs operated at a loss. And from 1997-
2003, NG debt increased from P1.6 trillion (around $54 billion) to approximately P4.0 trillion
($74 billion), and more than 35% of that increase is attributable to GOCCs’ losses and activities
(Carmody and Flohr, 2005).

Let us take the NFA policy of “buying high, selling low”, and why it is wrong. NFA intervenes
in the grains market by being a monopoly importer for many years (in recent years, it has allowed
some farmers’ organizations and private traders to import as well), buys directly from farmers at a
certain guaranteed price, and sells to private traders or sells directly to poor communities at
subsidized price. Effectively, it attempts to bring down the price of rice by (a) using taxpayers’
money to subsidize the products, and (b) buying cheaper rice from Thailand, Vietnam, elsewhere
as a monopoly or near-monopoly importer. Shown in the graph below, the supply curve of rice
moves to the right (meaning increase in supply), resulting in lower price, from P1 to P2.



Graph 3. Reducing commodity price by expanding its supply
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This sounds plausible, except that it uses taxpayers’ money to (i) subsidize rice, and (ii) hire
plenty of government personnel to administer the marketing function and regulatory function of
imposing bureaucratic regulations and certain fees to people wanting to engage in grains milling,
warehousing, trading, and related businesses.

There is another alternative to the above scheme that achieves the twin purpose of increasing
supply and reducing price, without taking a single centavo from the pockets of taxpayers. This is
to (i) have free trade, allow free flow of cheaper imported rice from neighboring countries, at zero
customs duties, and (ii) relax if not abolish its bureaucratic regulations to businesses engage in
grains milling, warehousing, retailing. The latter creates additional costs to business, both in
actual fees to be paid, and transaction costs including bribes if the bureaucrats will deliberately
slow down business papers processing. Let firms develop their own brands to attract and assure
consumers that what they are buying are good quality rice at a good price. Selling bad quality, if
not damaged and unhealthy rice, will result in possible lawsuits and non-patronage by consumers.
This should be enough disciplinary threats to businesses who want to cut corners, make
immediate profit, and disregard the welfare of their consumers.

The market system, if allowed to freely adjust to changing conditions, ensures players, both
producers/sellers and consumers, develop their own system to reward and punishment at a much
faster pace, than government bureaucracy, regulations and taxation of business.

This makes the NFA and all other government enterprises engaged in the practices of tax-
subsidize-waste highly privatizable and/or abolishable.

IV. Retiring Debts, where to get the money

Finding big amount of money, billions of $ of it, to retire the country’s big external and domestic
debt, so that budgetary resources will be rechanneled from principal + interest payment, to
improve the justice system and other “public goods”, is a big question mark. Not through higher
taxation, or new taxes to be created! Privatization of both bad- and good-performing GOCCs and
GFls should provide the much needed resources. The Philippines has one of the highest external
debt/gross national income (GNI) ratio in the world.



Table 2. External Debt, Selected Asian Countries, 2004 (in US$ Billion)

Country Ext. Debt % of GNI
China 248.9 15%
India 122.7 18%
Indonesia 140.6 61%
Philippines 60.6 73%
Malaysia 52.1 53%
Thailand 51.3 35%
Pakistan 35.7 35%
Bangladesh 20.3 26%
Vietnam 17.8 39%
Sri Lanka 10.9 50%
Cambodia 34 68%

Source: WB, World Development Report 2006

This writer would even suggest that for many indebted poor countries in the world, the solution is
not “more foreign aid”, which essentially means more taxes from rich countries (foreign aid
budget) and from poor countries (counterpart fund). A more lasting solution that will not exact
more tax burden to the people, is to privatize most if not all of the SOEs of those countries, get the
money, pay their debts, and use whatever collection from existing taxes for the basic needs of the
people, especially the poorer households.

The title of this paper banners “From privatization to tax cut”. Tax cut is a must to give justice to
the Filipino taxpayers in the past and the present. This is partly because Filipinos are among the
most taxed people in Asia, courtesy of the big Philippine government. When you look at business
taxes, especially “corporate income tax”, ultimately, it’s the people, not corporations (they are just
legal entities), who bear the burden — the employees in the form of lower salaries; the investors in
the form of lower after-tax income, the consumers in the form of higher prices; and the
unemployed in the form of fewer jobs available.

Table below shows the number of business taxes that medium size companies around the world
have to pay. For this purpose, selected Asian countries are shown. Total tax rate (as % of profit)
refers to various taxes on profit, on labor and mandatory social contributions, other taxes by
national and local governments.



Table 3. Business Taxes the Citizens Bear, 2006

Payments Total tax rate
Country (number) Time (hours) (% profit)
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Now, is there any legal or institutional justification in calling for the privatization of most, if not
all, SOEs in the Philippines? Yes, there is! While the 1987 Constitution mentions the justification



for creation of GOCCs, the same constitution also emphasizes the role of private enterprises to
produce welfare for society.

Article 2 of the Constitution, entitled Declaration of Principles and State Policies, it says:

“Section 20. The State recognizes the indispensable role of the private sector,
encourages private enterprise, and provides incentives to needed investments.”

If the idea of large-scale privatization will be accepted by the public someday, in exchange for
some tax cut and improved household welfare, there are at least 2 pathways to take, shown by the
graph below.



Graph 4: Large-scale privatization: 2 options
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Option 2, once adopted, means quick and fast disposal of all GOCCs and GFlIs, including their
subsidiaries and attached agencies. The main goal is to get as much money as possible (that’s why
all should be sold, no exemption) to retire the big public debts, both foreign and domestic, and
rechannel resources in the budget to basic social and economic services without raising taxes and
fees, even cut certain taxes, abolish one or two, to provide more breathing space for the toiling
Filipinos.



Conclusions

Large-scale privatization of SOEs (GOCCs and GFIs in the Philippines), preferably all of them
(ie, no SOEs left) is in the best interest of taxpayers. Not only that some taxes can be cut,
personal income tax can possibly be abolished. When the endless subsidies to ever-losing
government corporations and banks, the endless servicing of big public debt, and expansion of the
bureaucracy in general has declined, a room for tax cut should be opened.

There are around 200 GOCCs and GFIs existing which are (a) partially privatized, (b) to be sold
but undisposed yet, and (c) no government plan of ever privatizing them yet. And 100+
transferred assets (previously private corporations). See Annex. If citizens movement to liberate
themselves from the current multiple taxation regime will become strong, then selling the idea of
privatizing all government corporations and financial institutions will become more acceptable.

Some of those government enterprises may have to be sold at a big bargain to expedite their
privatization. Proceeds from privatization of SOEs should be used mainly to retire public debts,
both foreign and domestic loans, since a big portion of those accumulated public debts were due
to the losses, wastes and underperformance of SOEs, both disposed and still existing.

Few or zero SOEs should also reduce cronyism and corruption in the government. This is because
appointment to those government enterprises are often used as “rewards” to many supporters of
those in the administration, especially those who cannot be given juicy positions in big
departments and other agencies. That is why many retired military and police generals become
instant presidents or administrators of government enterprises. Likewise, appointment in SOEs is
also used to bribe some critics of the administration, including some media people and
academics. At least they become silent, better if they become ardent supporters and apologists of
the incumbent political leadership.

Privatization is not the end-goal; it is to have a more competitive economy that can harness the
entrepreneurial energy and innovative culture of the people. Thus, liberalization and deregulation,
if not de-bureaucratization, of the sectors where GOCCs operate should be done before and
after privatization. This way, fears and concerns of some people that privatization will only
transfer hands from government monopoly to private monopoly, will not happen.

Government should regulate and busy itself running after criminals and killers, not business.
There are many rapists, hold-uppers, drug pushers, carnappers, kidnappers, murderers, land-
grabbers, extortionists, arsonists, other forms or variants of thieves and killers that government
should apprehend and control since it is the biggest armed force in any country. If the state is
busy maintaining (if not putting up new ones) many government corporations and bureaucracies,
then there is a danger (and its actually happening in many countries) that the state can become a
robber itself -- robbing the legitimate incomes and savings of the citizens for endless taxes and
fees to finance those pampered state corporations and bureaucracies.
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Annex: List of Government-Owned and Controlled Corporations (GOCCs) and
Government Financial Institutions (GFIs), Philippines

A. Fully Sold or Privatized (as of end-April 2007)

Financial

. Associated Bank

. Commercial Bank of Manila

. International Corporate Bank

. Maunlad Saving & Loan Association

. Pilipinas Bank

. Republic Planters (Bank)

. Union Bank of the Philippines (& subsidiaries)
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Industrial, Manufacturing, Real Estate
. Asia Industries, Inc.

. Beta Electric Corp.

. Davao Equipment Manufacturing Corp.

. Gasifier & Equipment Manufacturing Corp.

. Marina Properties

. Mindanao Textile Corp.

. Mindeva Refrigeration Industries, Inc.

. Nadeco Realty Co.

. National Precision and Cutting Tools, Inc.

10. Phil. Associated Smelting and Refinery Corp.
11. Philippine Plate Mills Co., Inc.

12. Usiphil, Inc.(machinery, equip. dist & servicing)
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Tourism, Other Services

1. Argao Resort Devt. Corp.

2. Bancom Insurance Brokers, Inc

3. Barcelon Roxas Securities, Inc.

4. DBP Service Corp.

5. Hotel Enterprise of the Philippines, Inc.

6. Luzon Integrated Services, Inc. (security
services)

7. Philippine Plaza Holdings, Inc. (hotel operation)
8. Ridge Resort & Convention Center, Inc.

9. Veterans Manpower & Protective Service, Inc.

Transpo, Energy

. Metro Manila Transit Corp. (bus operation)

. National Marine Corp. (overseas cargo shipping)
. National Slipways Corp. (ship repair & maint.)
. National Shipping Corp. of the Phils.

. National Stevedoring & Lighterage Corp.

. National Sugar Refinery Corp.

. National Trucking & Forwarding Corp.

. Pacific East Asia Cargo

. Petron Tankers Corp.

10. Petrophil Tanker Corp.

11. Philippine National Lines

12. Phil. National Oil Co. (PNOC) Energy Supply
Base, Inc.

13. PNOC Marine Corp.

14. PNOC Oil Carriers, Inc.

15. PNOC Petroleum Carriers Corp.

16. PNOC Tankers Corp.

17. Republic Transport & Shipyard Corp.

18. Tacoma Bay Shipping Co.

19. The Energy Corp.
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Agriculture, Mining
1. Bicolandia Sugar Development Corp.

2. Coco-Chemical Phil. Corp.

3. Mindeva Coco-Coir Industries, Inc.

4. Monte Maria Poultry Farm, Inc.

5. National Sugar Refinery Corp.

6. NDC Guthrie Plantation

7. NDC Guthrie Estate, Inc.

8. Negros Occidental Copperfield Mines
9. Philippine Phosphate Fertilizer Corp.
10. Primary Foods, Inc.

* Total =57

B. For Dissolution (little or no more assets to sell) [Total = 26]

Agro-Livestock Commercial

First Chicago Leasing & Eqpt.

People's Livelihood
Enterprises, Inc.

Devt. Corp. Credit Corp.
Asia Goodwill Fishing Corp. Grains Insurance Agency Corp.
Bislig Coal Corp. Inca Coffee Estates Corp.
Builder’s Brick, Inc. Kaunlaran Food Corp.
Malangas Coal Corp.

Construction Manpower Devt.
Foundation, Inc.

Davao Agri-Business Devt., Inc.

East Visayas Agricultural
Properties, Inc.

Mountain Spring Devt. Corp.
National Chemical Carriers, Inc.
NDC-Nacida Raw Material Corp.
NDC-Plantations, Inc.

Panaon Prawn Dev't. Corporation

People's Technology Terminal
Corp.

Philippine Genetics, Inc.

Philippine Sugar Corporation

Prime Center Trade Int'l.
System Inc.

Shoe Technology Corp.

Wood Coal, Inc.

ZNAC Rubber Estates Corp.




C. Remaining GOCCs and GFIs for Privatization

(as of end-April 2007)

A. Partially Sold (or partly privatized)

Carmona Woodworking Inds. Inc.
Century Bank

Century Holding Corporation
Furniture Manufacturing Corp. of the Phils.
Manila Hotel Corporation

Manila Gas Corporation

National Realty Development Corp.
National Service Corporation
National Steel Corporation

National Warehousing Corporation
NIA Consult, Inc.

NIDC Oil Mills, Inc.

Philippine Airlines, Inc.

Philippine Cotton Corporation
Philippine Dairy Corporation
Philippine Exchange Company, Inc.
Philippine Helicopter Services, Inc.
Philippine National Bank

Philippine Shipyard & Engineering Corp.
PNOC Shipping & Transport Corp.
PNOC-Energy Development Corp.
Pinagkaisa Realty Corporation

PNB International Finance Ltd.

PNB Venture Capital Corporation
PNOC Coal Corporation

Semirara Coal Corporation
Woodwaste Utilization & Dev't. Corp.

Total =27

B. Undisposed

Al Amanah Islamic Investment Bank of the
Philippines

Apo Production Unit, Inc.

Batangas Land Company

Basin Dredging & Dev't. Corporation

DBP Data Center, Inc.

Filoil Industrial Estate, Inc.

Filoil Refinery Corporation

Food Terminal Inc.

GY Real Estate, Inc.

Integrated Feed Mills Corporation
Inter-Island Gas Service Storage Corporation

Kamayan Realty Corporation
Land Bank of the Philippines-Leasing
Corporation

Leyte Park Hotels, Inc.

Mactan Cebu International Airport Authority
Marawi Resort Hotel, Inc.

Meat Packing Corp. of the Philippines
MetroTransit Organization, Inc.

National Power Corporation

Northern Foods Corporation

Pagkakaisa Gas Storage Corporation
Peoples Credit Finance Corporation

Phil. Fruit & Vegetable Industries, Inc.
Philippine National Railways

Philippine Postal Corporation

Philippine Pyrite Corporation

Phividec Panay Agro-Industrial Corporation
PNOC-Exploration Corporation

Refractories Corporation of the Philippines
San Carlos Fruit Corporation

Total =30

Source: Privatization Council



D. Other GFIs and GOCCs audited by the Commission on Audit (COA)

(these companies are not listed above; and some COA-audited enterprises mentioned above are

removed from this list)

Financial A =13

1. Bangko Sentral ng Pilipinas (BSP)
Attached Agency:
e (B Board of Liquidators (CBBOL)
Subsidiary:
¢ Philippine International Convention Center,
Inc. (PICCI)

2. Development Bank of the Philippines (DBP)
Subsidiaries:
e DBP Management Corp. (DMC)
¢ Industrial Guarantee Loan Fund (IGLF)

3. Land Bank of the Philippines (LBP)
Attached Agencies:
¢ National Livelihood Support Fund (NLSF)
Subsidiaries:
¢ Bancom Realty Corp. (BRC)
e LB Realty Development Corp. (LBRDC)
¢ LandBank Countryside Development
Foundation, Inc. (LCDFI)
e LBP Insurance Brokerage, Inc. (LIBI)
e Masaganang Sakahan, Inc. (MSI)

Financial B = 26

1. Armed Forces of the Philippines, Retirement and

Separation Benefits System (AFP-RSBS)
Subsidiaries:
e Matrix Realty and Development Corp.
(MRDC)
e RSBS Enterprises, Inc.
e RSBS Land, Inc.
2. Employees' Compensation Commission (ECC)
3. Government Service Insurance System (GSIS)
Subsidiaries:
e  GSIS Family Bank (GSISFB)
e  GSIS Mutual Fund, Inc. (GMFI)
4. Home Development Mutual Fund (HDMF)
5. Home Guaranty Corp. (HGC)
6. National Development Company (NDC)

Subsidiaries:
Alabang-Sto. Tomas Devt. Inc.
First Cavite Industrial Estate, Inc. (FCIE)
NDC-Maritime Equity Corp.
NDC-Philippine Infrastructure Corp.
PITC Pharma, Inc.

7. National Home Mortgage Finance Corp.
(NHMFC)
Subsidiary:
® Social Housing Finance Corp.
8. Philippine Crop Insurance Corp. (PCIC)
9. Philippine Deposit Insurance Corp. (PDIC)
10. Philippine Health Insurance Corp. (PhilHealth)
11. Philippine Veterans Investment Development
Corp. (PHIVIDEC)
Subsidiary:
e PHIVIDEC Industrial Authority (PIA)

12. Public Estates Authority Tollway Corp.
(PEATC)

13. Small Business Guarantee and Finance Corp.
(SBGFC)

14. Social Security System (SSS)

15. Trade and Investment Development Corp. of
the Philippines (TIDCORP) / Philippine Export-
Import Credit Agency (PhilEXIM)

Public Utilities = 11

1. Light Rail Transit Authority (LRTA)
2. Local Water Utilities Administration (LWUA)
3. Metropolitan Waterworks & Sewerage System
(MWSS)
4. National Electrification Administration (NEA)
5. Philippine National Oil Company (PNOC)
Subsidiaries:
e PNOC Development and Management Corp.
e PNOC Malampaya Production Corp.
e PNOC Petrochemical Development Corp.



e PNOC Shipping and Transport Corp.
6. Philippine Postal Savings Bank, Inc.
7. Power Sector Assets and Liabilities Management

Corporation (PSALM)

Industrial & Area Development, Regulatory = 27

1. Bases Conversion Development Authority

(BCDA)

Subsidiaries:
BCDA Mgt. & Holdings, Inc. (BMHI)
Bataan Technology Park, Inc. (BTPI)
Clark Development Corp. (CDC)
First Centennial Clark Corp. (FCCC)
John Hay Management Corp. (JHMC)
North Luzon Railways, Inc. (NorthRail)
Philippine Centennial Expo '98 Corp.

(EXPOCORP)
e Poro Point Development Corp. (PPDC)

. Cagayan Economic Zone Authority (CEZA)
. Cebu Ports Authority (CPA)
. Garments and Textiles Export Board (GTEB)
. Laguna Lake Development Authority (LLDA)
. Manila International Airport Authority (MIAA)
. National Housing Authority (NHA)
. Partido Development Administration (PDA)
10. Philippine Aerospace Development Corp.
(PADC)
11. Philippine Economic Zone Authority (PEZA)
12. Philippine Ports Authority (PPA)
13. Philippine Reclamation Authority (PRA),
formerly Public Estates Authority (PEA)
14. Southern Philippines Development Authority
15. Subic Bay Metropolitan Authority (SBMA)
Subsidiary:

e Freeport Service Corp. (FSC)

16. Sugar Regulatory Administration (SRA)
Subsidiary:

e Philippine Sugar Corp. (PHILSUCOR)
17. Zamboanga City Special Economic Zone
Authority (ZCSEZA)
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Agricultural, Trading & Promotional = 21

1. Center for International Trade Expositions &
Missions, Inc. (CITEM)

2. Cottage Industry Technology Center (CITC)

3. Human Settlements Development Corp. (HSDC)

Subsidiaries:
® National Agri-Business Corp. (NABCOR)
e  Philippine Agricultural Development and
Commercial Corp. (PADCC)
4. Livelihood Corp. (LIVECOR)/KKK Processing
Center Authority
5. National Dairy Authority (NDA)
6. National Food Authority (NFA)
7. Natural Resources Development Corp. (NRDC)
Subsidiary:
e Bukidnon Forests, Inc.
8. National Irrigation Administration
9. National Tobacco Administration (NTA)
10. Philippine Coconut Authority (PCA)
11. Philippine Convention & Visitors Corp.
(PCVC)
12. Philippine Fisheries Development Authority
(PFDA)
13. Philippine International Trading Corp. (PITC)
14. Philippine Rice Research Institute (PRRI)
15. Philippine Tourism Authority (PTrA)
Subsidiaries:

e Corregidor Foundation, Inc.

e Philippine Commission on the Promotion
and Development of Sports Scuba Diving
(PCPDSSD)

16. Quedan and Rural Credit Guarantee Corp.
(QUEDANCOR)

Social, Cultural and Scientific = 17

1. Cultural Center of the Philippines (CCP)
Development Academy of the Philippines
(DAP)

3. Lung Center of the Philippines (LCP)

4. National Kidney & Transplant Institute

(NKTI)

Nayong Pilipino Foundation, Inc. (NPFI)

Occupational Safety & Health Center (OSHC)

7. Overseas Workers Welfare Administration

(OWWA)

People's Television Network, Inc. (PTNI)

9. Philippine Amusement & Gaming Corporation
(PAGCOR)

10. Philippine Center for Economic Development
(PCED)

11. Philippine Charity Sweepstakes Office (PCSO)

12. Philippine Children's Medical Center (PCMC)

13. Philippine Heart Center (PHC)

14. Philippine Institute for Development Studies
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(PIDS)
15. Philippine Institute of Traditional and
Alternative Health Care (PITAHC)
16. Philippine Retirement Authority (PRA)
17. Technology & Livelihood Research Center
(TLRC)

Total =125

Source: COA, { HYPERLINK
"http://www.coa.gov.ph" }

E. Other Government-owned assets worth
privatizing

GOCCs and GFIs not included or mentioned in
the above lists

1. Human Settlements Development Corp. (HSDC)
2. National Transmission Corp. (TRANSCO)

3. Natural Resources and Mining Devt. Corp.
(NRMDC, an NRDC subsidiary)

4. Philippine Forest Corp. (PFC, another NRDC
subsidiary)

5. Philippine Amusement and Gaming Corp.
(PAGCOR)

6. Philippine National Construction Corp. (PNCC)
7. Philippine National Energy Corp.

4b. Some assets of sequestered or private
corporations

. real estate properties, Manila Gas Corp.

. property, International School Manila

. shares from San Miguel Corp. (SMC)

. property, Iloilo City airport

. shares in Manila Electric Cooperative (Meralco)
. shares in United Coconut Planters Bank (UCPB)
. shares in. RPN Channel 9

. shares in IBC Channel 13
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PLUS:
72 corporations either partially-sold or undisposed
by the Privatization Management Office (PMO)

36 corporations either partially-sold or undisposed
by Land Bank of the Philippines

Note: 295 corporations have been fully sold (ie, re-
privatized) from 1986 to end-July 2006.






