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Executive Summary

Zero-based budgeting is an approach to preparing cash flow budgets and operating plans
wherein every line item of the budget must be approved, rather than only the incremental changes
from the previous budget. It requires the analysis of every function within an organization for its
needs and costs and each activity is justified on the basis of cost-benefit analysis. ZBB builds the
case for expenditures that presumes no baseline exists and thus the case for not merely increasing
previous year’s budget for the continuation of current activities. Hence, ZBB reduces the
“entitlement” consciousness and the related notion of “fair share” in whatever current consensus,
and changes the need for extensive data gathering in budget preparation not directed towards
efficiency or effectiveness evaluation.

With this in mind, the study examined ways to optimize the utilization of scarce resources
available to the Government of the Republic of the Philippines in the conduct of its foreign relations
especially as they relate to the: operations of existing foreign service posts (FSPs); creation of foreign
services posts; and management and utilization of the International Commitment Funds (ICF).
Moreover, the study reviewed the process flows of all transactions of Foreign Service Posts, internal
control, monitoring, and non-compliance to fiscal reports requirements and accountability.

The study revealed several general findings one of which is that DFA appears to be an
organization that is data rich, information poor. The zero-based budgeting exercise required the
collection of data from various operational units that would facilitate the calculation of both benefits
and costs. The study was in fact hampered by the need to source data from different places,
organize them, before analysis can commence. Furthermore, time-series analysis could not be done
effectively as data is not collected consistently.

Second, there was a lack of consistent identification and quantification of benefits that are
added by the Department of Foreign Affairs (DFA) in the diplomacy value chain that includes other
agencies of government, both at home and in foreign posts despite a nascent attempt by UNIO for
the ICF. Third, the dearth of identification and quantification of costs and benefits of Foreign Posts
and ICF may be attributed to a severe mal-allocation of human resources at the DFA, where career
diplomats have been tasked with administrative responsibilities not appropriate to their educational
backgrounds and professional experience. Mal-allocation of human resources was also evident
between FSPs and home offices as well as among geographic location of FSPs.

Finally, identification and quantification of costs and benefits for DFA may have been
seriously hampered by weak execution of financial and administrative procedures and systems,
which could have easily tracked the flow of resources as well as communication.

Given this back, the study proposed two general recommendations — the creation of a
Knowledge Management system for DFA in general and the FSPs in particular; and intensive capacity
building for Carmins and AEPs on leadership and management, project management, and other
related areas.
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A Knowledge Management (KM) system obviates the need for the permanent posting of DFA
personnel in the Home Office. For instance, Ambassadors can create KM teams abroad to serve as
the external environment scanners for the country, as well as process Philippine databases for
effective deployment in programs and projects in the three pillars of foreign policy.

Training programs on leadership and management, project management, and other related
areas including ZBB, BCA and CEA, should be continuously executed by the Foreign Service Institute
along the mission statements of the DFA for personnel that are able to meet the rigorous demands
of the new century. This should enable Carmins and AEPs, and even young FSOs, to apply private
sector standards to their work environment to the maximum extent possible.

In particular, this research study revealed several other issues for optimizing the scarce
budgetary resources of the country such as:

e Operationalizing the One Country Team Approach (OCTA) not only in the Foreign Posts but
equally among national agencies in the Philippines;

e Establishing a common understanding of benefit-cost analysis and cost effectiveness analysis
among key people in the Department, particularly those responsible for preparing proposals;

e Rationalizing and harmonizing the allocation of human resources assigned/hired at various
FSPs as well as at the Home Office;

e Rationalizing procedures concerning the retention of proceeds from consular services and
extensively applying technology or outsourcing strategy to track physicals and cash;

e (Centralize all the accounting and monitoring of FSP funds at the OFM to eliminate time lags
and attendant opportunity costs, which are also further affected by foreign exchange
translation changes.

o Immediate write-offs of accounts more than ten years old from agencies that have not
reconciled their financial liabilities with the DFA on the advances paid for space rental, share
in utilities, etc, but continue the investigation and collection efforts;

e Allow for intangibles critical to the political, economic and socio-cultural security of the
country (via listening posts or networks of Overseas Filipinos (OFs) and Overseas Filipino
Workers (OFWs)) and also for potential benefits that may arise from well-designed programs
targeting specific markets or issues; and

e Revising the role of the DFA with regards to the ICF so that it can add value along the whole

supply chain of project conceptualization to the execution of programs arising from
memberships in |10s and participation and hosting of international meetings.
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SECTION I: INTRODUCTION

In line with President Benigno Simeon Aquino IlI’s policy pronouncement on zero based
budgeting (ZBB), this Report targets two objectives for the evaluation by the Department of Budget
and Management (DBM):

1. To suggest ways to optimize the utilization of scarce resources available to the
Government of the Republic of the Philippines in the conduct of its foreign relations
especially as they relate to the:

1.1. Operation of existing foreign service posts (FSPs),
1.2. Creation of foreign services posts, and
1.3. Management and utilization of the International Commitment Funds (ICF).

2. To review process flows of all transactions of foreign service posts, internal control,
monitoring, and non-compliance to fiscal reports requirements and accountability.

ZBB builds the case for expenditures that presumes no baseline exists and thus the case for
not merely increasing previous year’s budget for the continuation of current activities. Hence ZBB
reduces the “entitlement” consciousness and the related notion of “fair share” in whatever current
consensus, and changes the need for extensive data gathering in budget preparation not directed
towards efficiency or effectiveness evaluation.

1.1 ZBB Approaches: Benefits-Cost Analysis vs. Cost-Effectiveness Analysis

Indeed, better and more information are gathered for a ZBB approach to estimate benefits
rather than look at costs alone (BCA or benefits-costs analysis framework), thereby improving the
quality of management decision-making processes and results; the alternative of a cost effectiveness
analysis (CEA) is appropriate where benefits are not easily quantifiable, or where projects are viewed
as desirable regardless of the levels of benefits.

However, it is the identification of benefits deriving from services of the Department of
Foreign Affairs or DFA (using the BCA framework) that is more important for jumpstarting the
process of self-examination for improving efficiency and effectiveness; at the minimum, this will
serve as basis for the next step of quantification of benefits thru the creation of databases that will
facilitate such goals, and later the conduct of surveys of clients and other stakeholders (as currently
done by the Office of Consular Service). Indeed, BCA engages the participation of lower-level
managers who will produce the data for the budgetary process and involve them in decisions.*

This is underlying reason for the first objective of this study. Similar to resetting a clock,
programs are re-evaluated from ground zero to justify their existence, thus imposing fiscal
discipline on the organization, e.g., US Department of Agriculture in the 1960’s, the government of

! For an introduction to Benefit-Cost Analysis vs. Cost Effectiveness Analysis, see any basic textbook in public
finance, e.g., Jonathan Gruber, Public Finance and Public Policy, 3™ ed., NY: Worth Publishers, 2011, pp. 205-
223; or Harvey S. Rosen, Public Finance, 5t ed., Singapore: McGraw-Hill Book Co., 1999, pp. 223-254.



the state of Georgia under then Governor Jimmy Carter in the 1970s, and Texas Instrument Inc.
budget of its Staff and Research Division in 1970s.>

1.2 DFA-wide vs. Specific Activities for ZBB

ZBB relative to incremental budgeting is expensive and time-consuming to perform on an
entire organization. In fact, this Report does not consider the entire Department of Foreign Affairs as
the issue here for ground zero evaluation. However, its integration with the Department of Trade
and Industry had been broached in previous Philippine administrations in line with other country
models, e.g., Australia, Canada, Ireland, Korea, and New Zealand where there are Department of
Foreign Affairs and Trade (DFAT); this policy seems to have been proposed purely at the
conceptual level rather than pushed into the next stages of practical design and implementation
and hence was never seriously elevated to discussion in policy circles.

This DFA ZBB Report is therefore concerned with the review of particular decision units
(Office of the Secretary, various offices of undersecretaries, FSPs and UNIO) and specific managers
clearly responsible for program operations and with definable and measurable objectives and
impacts. Instead of impact assessment which measure effectiveness, requiring a more difficult DFA
customer survey-oriented approach, the efficiency in resource use is made the basis of this study in
line with the national goal of fiscal discipline.

The DBM has identified three problem areas mixing the traditional and contemporary tasks
of the DFA where the decision units are: (1) the Office of the Secretary (OSEC) itself for the closing
or opening of foreign service posts; (2) the Offices of the Undersecretaries for migrant workers
assistance (OUMWA), international economic relations (OUIER) and Administration (OUA), under
which are the Office of Fiscal Management (OFM) and the Office of Personnel and Administrative
Services (OPAS) as well as the Foreign Service Posts (FSPs) and attached agencies of various
departments like those involved in national defense, trade and investment, tourism, agriculture ,
social welfare, etc. for the review of fiscal procedures; and (3) the Office of the United Nations and
International Organizations (UNIO) and an inter- agency committee for the review of the
International Commitment Fund.

1.3 Outline of the Report

The rest of this Report addresses the above objectives by first clarifying the conceptual and
empirical data concerns for a BCA or CEA approach. These concerns result to case studies, originally
suggested by PIDS, that demonstrate the difficulties of benefits and cost recognition and
guantification which the DFA must necessarily surmount to improve its own reporting systems. Most
DFA and FSP reports reviewed for this study can be immediately improved for future ZBB reviews by
focusing on the assessment of outputs and outcomes of foreign policy making and delivery of
frontline services, rather than mere enumeration of activities that fails to show clarity of
management thinking, a skill not taught in traditional Foreign Service courses.’

> For the many examples of various efforts in applying zero based budgeting, see various articles in Wikipedia,
* This deficiency is being addressed by the current Secretary of Foreign Affairs, Alberto del Rosario, by
requiring all ambassadors and chiefs of missions to take courses at the Asian Institute of Management,
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Thereafter, the Foreign Service Posts operations and transactions process flows are
analyzed, again with whatever available data that could be assembled for the study, including those
from several focus group discussions held at the DBM and DFA.

The International Commitment Funds are separately examined to demonstrate once again
how various agencies under the leadership of UNIO, DFA assess benefits of membership in
international organizations or of attending/hosting conferences.

The final section integrates the findings and makes several recommendations to optimize
the utilization of scarce budget resources in the specific areas for this ZBB study, in the context of
some overall observations on how the entire DFA budget has grown over the years as its
international political, economic and overseas Filipino portfolio of activities have changed.

reminiscent of the economic diplomacy courses, funded by the United Nations Development Programme given
by the same Institute in 1989-90 under the term of Secretary Raul S. Manglapus during the term of Pres.
Corazon C. Aquino.



SECTION Il: UNDERSTANDING BENEFITS VS. COSTS IN ZBB FOR DFA

2.1 General Mandate: Quantifiability of Outputs

The DFA’s general mandate is to advise and assist the President in planning, organizing,
coordinating, integrating and evaluating the total national effort in the field of foreign relations in
pursuit of its constitutional mandate to advance the interests of the Philippines and the Filipino
people in the world community.” The three pillars of foreign policy today consist of the preservation
and enhancement of national security, the promotion and attainment of economic security, and the
protection of the rights and promotion of the welfare and interest of Filipinos overseas.

Basically, the elements of the DFA Vision/Mission and how DFA assesses itself can be seen
from the 12 points in its Mission/Vision statement which are regrouped into inputs- processes-
outputs- outcomes here (See Table2.1).

Table 2.1 DFA Mission Vision Statement in an Inputs-to-Outcomes Framework

INPUTS PROCESSES OUTPUTS OUTCOMES

Foreign Policies in three
|pillars

Competent, dedicated and
highly motivated personnel
Highest standards of
professionalism and
commitment

Benefit of the Filipino people

lImplement foreign policy

Pursue bilateral, regional and Advance the interest of the
|multilateral relations |Philippines and the Filipinos

National security and
development agencies, think-
tanks and the academe, the
private sector, the media and

civil society Build partnerships

Promote regional and global

\cooperation To achieve peace, prosperity and stability

Work for social justice especially for the poor, human rights
and fundamental freedoms, and a democratic way of life

Secure a world free from serious environmental degradation,
transnational crime and proliferation of nuclear weapons |
Promotion and protection of their rights

Partners of Filipinos overseas

Pursuit of the national interest and well-being

Highly responsive system,
which ensures effective
delivery of services

Passports, Visas, Other
Documents ;
Assistance to nationals

Personal, professional and
career development of each

Personnel employee

Principles of excellence,
integrity and patriotism

* Commonwealth Act No. 732 (July 3, 1946) created the present Department of Foreign Affairs, subsequently
redefined and amended by RA 708 (June 5, 1952) and RA 7157 (September 19, 1991).




This regrouping shows the absence of outputs other than the vague “foreign policy” term.

This suggests that the outputs or “DFA goods and services” are operationally untranslatable for
assessing both its efficiency (and the conversion of inputs to outputs), and effectiveness (or
translating outputs into outcomes).Hence it is inherently difficult to extract information for this ZBB
study from what are yet uncollected time-series or cross-sectional databases representing DFA
“foreign policy” outputs. Conceptualizing the benefits of DFA services as noted above is thus
basically not addressed even in the presumed outputs ( foreign policies that serve national interests,
value added in international economic and development relations, nationals assisted abroad)
resulting from the input and process indicators.

Therefore, to further refine Table 2.1, the Results-Based Management (RBM) framework is
used to illustrate how benefits (outcomes) are derived from the various activities undertaken and
the costs incurred by these activities (Figure 2.1). The understanding of this connection is vital to an
understanding of zero-based budgeting.

Figure 2.1 Results-Based Management Model

Area of Control Area of Control
Internal to the Organization External to the Organization
Efficiency

Effectiveness

Source: Lantoc (2006) in Managing for Results, Managers of Results

The RBM framework is conceptually divided into two parts. The first part (i.e. Input —
Process — Output) establishes the Posts’ efficiency, which is where BCA can be applied if data were
available as noted earlier. This part is internal to the organization (DFA) and therefore is within its
ambit of control. The second part links the Posts’ outputs to the outcomes or the higher order
benefits, which is where CEA can be applied, again if data were available. It establishes the Posts’



effectiveness in the attainment of its mandate. Because outcomes are influenced by factors external
to the organization, its attainment is not solely within the control of DFA.

The framework is applied in understanding the operations of the FSPs or understanding how

the Posts’ operations are linked to the benefits enjoyed by the Filipino people (Figure 2.2).

As

indicated in the Philippine Development Plan (PDP) 2011 — 2016, the impact of all government
interventions should be Competitiveness with Inclusive Growth. As an example, this is manifested in
the reduction of poverty incidence in the Philippines and the improvement of the quality of life of

Filipinos not only in the country but also overseas.

Input
(Resources)

Figure 2.2 Work Flow Process for Foreign Service Posts

Activities

» 67 Philippine
Embassies (PE)

> 24 Philippine
Consulates
General (PCGs)

> 2 Philippine
Missions (PM);
and

» 1 WTO post

1,231 personnel
(45% of DFA Total)
525 local hires

Php6.3 T
(2010 budget all
Posts)

Other Physical
Resources (e.g.
Chancery, Official
Vehicles, office
furniture, fixtures,
equipment, etc.)

Political/Military
Dipl

Outputs

Multilateral/Bilateral

Participation in
conferences, dialogues
etc.; intelligence
gathering, etc.

Economic Diplomacy

Trade Promotion
Investment Promotion

Agr signed,
Conference Reports

Immediate
Outcomes (Direct;
tangible/intangible)

Intermediate
Outcomes (Indirect;
tangible/intangible))

Impact/
Final
Outcome

Strategic Programs in
Education, Health, etc

Increased access to

\ 4

Pillars of Foreign
Policy

Tourism Pr
Labor promotion

Assistance to
Nationals
ATN Services include
repatriation, shipment

of
psychological and legal

40 Labor Attachés

2 Social Welfare
Attachés

8 Agricultural
Attachés

32 Commercial
Attachés

16 Military Attachés

Source: Various DFA Documents

| Consular Services |

Passports, visa,
notarial services,
authentication

prepared, Policy >
rec dations, markets/technology Preservation and
etc. - Enhancement of
"(‘:irse:s:i: (F:Iglr;\:'s‘t‘;c National Security
# Trade and overseas (vav labor >
Investment fairs promo) employment
participated ____opportunities |
# C:.ﬂ?:e'l'fs/ Increased OFW o|| Promotionand
— " remittances to Ph - Attalnm:nt of
E ic Security
en:o:;l‘ezl;:)ys:::te d Increased MSMEs o
supporting tourism i
Others L g
Decreased number of
# OFWs provided OFWs with cases, in > | protection of the
legal assistance jail or exploited Rights and
# OFWs repatriated P ti £ th
# OFWs provided Decreased human (RILEUIET CS
medical/ rights/labor vi > Welfare and
psychological against OFWs st o
e ———— Filipinos Overseas
Improved travel/work -
) opportunities for -
Passports issued;
N 4 OFWs
visas issued; notarial
services provided, Increased tourist o
authentications, etc. i

arrivals to PH

Poverty
incidence in

PH
decreased

N

Quality of
life of
Filipinos
locally and
overseas
increased

This brings up the question: how do the Foreign Service Posts contribute to the overall goals
of the Philippines? The answer lies in being able to establish the link of the FSPs inputs and activities
to its outputs, immediate outcomes as well as the intermediate outcomes. The three Intermediate

Outcomes are also the three pillars of foreign policy cited earlier.

Through the years, the tangible outputs of DFA services have become more prominent as
Filipino nationals became more widely present in many countries not only with regards to the third
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pillar of foreign policy but in relation to the need to service consular matters in burgeoning overseas
communities (passport-related activities, civil registry authentication, etc.) over and above the
traditional ties with economic partners (trade, investment, tourism, donor assistance).
Unfortunately, counting the Filipinos within jurisdictions of FSPs is a major problem as a boxed story
in Section 1l here shows for the Philippine Embassy in Kuala Lumpur which has to estimate the
Sabah inflow and outflow of Filipino citizens along the porous border of what was once Philippine
territory, North Borneo.

2.2 The Focus on Costs

The initial impetus for DBM’s DFA ZBB concerns the costs side of the budget, especially the
more efficient sourcing and utilization of government financial resources, as in the second objective
of this study. This cost focus emanates from the fact that DFA’s budget is funded eventually from
taxpayers’ money (indeed, debts are shouldered by future taxpayers). Taxpayers are major
stakeholders in good governance and must be concerned with the efficient allocation of resources as
it is impacted by process flows and procedures especially with regards to financial transactions.

Costs net of revenues collected

However, there are costs associated with activities where fees are collected for direct
benefits-related activities produced by public entities, e.g., passport, visa, and other consular fees
for related services provided by the DFA. The ZBB analysis for fees can be more simply reduced to
market studies, e.g., availability of substitute providers for services currently rendered (competing in
terms of prices, quality, and delivery time). The question here is if it is cheaper to outsource than to
produce the services at the DFA or its FSPs, but at what additional costs, e.g., including intangible
costs related to security of passports and consular documents. The use of honorary consuls seems to
be a form of outsourcing after all which has addressed the same intangible concerns via
considerable vetting and provision of checks and balances, empirical issues that have to be qualified
on a case to case basis across posts. (See section Il for lengthier discussion of both passporting and
honorary consuls.)

Personnel costs: mismatched competencies

The personnel complement of DFA grew by 30% from 2007 to 2012. It cannot be
ascertained, however, if this was on account of the changes in the passporting and other Consular
services as the number of OFs and OFWs increased. The only available data from 1946 through 1966
was collected by an officer on the home office versus foreign service assignment (see Chart 2.1); for
this study, DFA could collect only data on plantilla positions from 2007-12 (see Chart 2.2). Noticeable
is the personnel assignment abroad which does not evince any pattern versus home office human
resources; this is a good research topic that bears on total DFA budgetary costs since overseas
allowances and other foreign posting costs seem to be influenced by many factors, e.g., why did the
1991 dip in personnel assighnment abroad happen? In contrast, domestic personnel seem to have
fluctuated more as shown by the 1991 and 1996 data.

Of the offices under the Undersecretary for Administrative Affairs, 410 are in the Office of
Consular affairs tasked with the procurement, servicing and handling of passports, among others.
Significantly, of the 1,201 personnel of the home office, more than half of these are assigned under

7



the administrative division which provides support services to the entire DFA offices, namely
personnel recruitment, training, salary administration, passport procurement and services, among
others.

Chart 2.1 Foreign Service vs. Home Office Personnel, 1946-1996, selected years

3000
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2500
2000 1,7 1,779
1,618 /\
1500
1000
500
0
1946 1948 1955 1968 1972 1978 1981 1991 1996
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Chart 2.2 Summary of Plantilla Positions, 2007-2012
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It cannot be ascertained if the competencies of the DFA personnel handling administrative
affairs are in the areas mentioned. That there are good diplomats assigned to administrative,
budgeting and accounting work is probably what is obtaining. This is likely the situation in FSPs,
where some trained diplomats handle bookkeeping and cashiering and accounting and reconciliation
tasks.” Thus, observations or findings such as the following could be on account of mismatched
competencies. The DBM notes from the reports of COA:

“There were 94 existing FSPs as of December 31, 2009, including 4 FSPs that started
operation during the year. Each foreign post is required to submit monthly fiscal reports

consisting of various reports. Review of the monitoring of these reports submitted by the
Foreign Service Accounting (FSA) disclosed that as of June 21, 2010, there were 302
unsubmitted fiscal reports” ®; and

“The Philippines, being a member of the United Nations (UN) and other
international organizations (10s) is obliged to subscribe to general capital increases or pay
annual contributions based on assigned shares of stocks or assessments of these
organizations, respectively. And the hosting of international conferences by rotation
chargeable against the International Commitments Fund (ICF) has been a major concern.
Review of the transactions funded out of the ICF for FY 2010 disclosed procedural lapses in
accounting _and _monitoring _of the transfer, receipt, utilization and reporting of
contributions to 10s. Analysis of funds as of December 31, 2010 showed undetermined
discrepancies.”

2.3 Benefits Valuation at the DFA

The traditional DFA outputs tend to be more intangible, indirect and non-pecuniary (foreign
policies), which are less the concern of accountants and financial analysts and more of economists;
hence, a quantitative study is not as easy compared to where tangible, direct, and pecuniary data
are immediately available, e.g, work areas amenable to output quantification (number of issuances
of passports and visas, number of nationals assisted), especially in response to contemporary global
market opportunities and threats (in both goods and services markets). The latter type of data
(tangible, direct, pecuniary) could be further enhanced for effectiveness analysis relating outputs to
outcomes.

> Finance officers are expected to present analyses of accounts and reports not just to disburse, prepare
accounting entries for disbursements , as in cashiering. BCA could have been facilitated by FOs assuming FOs
were to function as the Finance Officers of FSPs.

® What other tasks are FOs assigned to do at the Posts?Bulk of the accounting and processing work are simple
but highly repetitive such as visas and passporting services. Even salary administration is not too complex.
There could be need to look at the processes at the FSPs as these may be causing the delays, e.g. simple tasks
or transactions could have been covered by possibly dispensable entries or attendant paper work.



Indeed, ZBB also calls attention to other ways of delivering the same services more cost-
effectively (outsourcing activities for issuance of passports and visas, if honorary consuls are
considered external to the system) and forcing managers to prioritize specific value-adding steps
rather than executing programs all by themselves. This can release resources (people and money)
for unfunded priorities as the times change.

Thus the more difficult area for the ZBB analysis is for tax-funded activities, including
potential bond flotation for new DFA buildings or other infrastructure intended for general services
related to diplomacy, e.g, the three thrusts in the vision/mission of the DFA (traditional political-
security concerns, economic diplomacy, and assistance to nationals — to which are added, in other
countries, public diplomacy and information dissemination, and strengthening of the human
resources which the DFA’s Foreign Service Institute provides.)’ These general services produce
many benefits that are hard to identify or quantify by their very nature as non-market transactions
influenced by sociological, political, and other non-economic forces. This sentiment is best summed
up in another foreign policy setting thus:

“America rightly honors its generals who protect the nation and win our wars. We
should also recognize our great diplomats who outwit our enemies, open roads to the
future, and win the peace” (Former U.S. Secretary of State) Baker reminded Harvard
students that diplomacy is a ‘national asset,” needed now more than ever.?

These general services are executed by the Foreign Service Posts (FSPs), which together
with membership engagements and conference hosting and participation under the International
Commitment Funds (ICF), are the subjects of this present ZBB study. Indeed, for policy making areas
in both FSPs and ICF, it is most difficult to identify and quantify the benefits side of the DFA work
which may consist, e.g., of outwitting new and hitherto unforeseen enemies, opening roads to a
vaguely defined ASEAN Economic Community, or winning the nontraditional peace defined by
insurgents supported by overseas groups of all kinds. These benefits (outputs and outcomes) are
what need to be documented more clearly for ZBB. Alternatively, as noted above, a cost
effectiveness approach (CEA) can be adopted. This Report stresses the imperative of understanding
the benefits of DFA services first by clearly identifying them to start the process of data gathering
and analysis, and eventually communicating these to budget authorities and the larger community,
in what has become both a policy-making and services-oriented institution serving many publics.

Some case examples of policy-related valuation problems can be illustrated in the three
thrusts of the DFA today. These are not quite easily appreciated if one were to read Annual Reports
of FSPs or even the DFA itself. In fact the performance indicators in the DFA’s Strategic Plan 2012-16
falls short of getting the general public to appreciate the value of its work, largely perceived to be
intangible, when in fact it may be tangible but indirect. These are hardly ever presented in budget
hearings the way ZBB’s would force them to be explained.

7 See Malaysia Foreign Ministry’s Strategic Plan 2009-15 for example.
®> R. Nicholas Burns, “Masters of diplomacy,” The Global Edition of the New York Times, 14-15 April 2012, p. 7
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2.3.1. Traditional political and security concerns: valuing intangibles, indirect and non-
pecuniary benefits

For political officers in the FSPs and officers of the Philippine Defense and Armed Forces
Attaché (resident in several Philippine embassies) serving in the One Country Team Approach
(OCTA), for example, how does promotion of security and political cooperation translate to Philippine
national welfare that will be appreciated by the public? Unless imminent assault on territorial
integrity of the country is the issue (e.g., Chinese in the Spratlys, West Philippine Sea), most citizens
are likely to under-appreciate the diplomacy of confidence building among nations. Yet with more
chaotic and complex times, it is such diplomatic efforts that will give the sense of security to a nation
already reeling from relative economic malaise, and hence ripe for nurturing dissident groups and
even terrorists, as the experience with Operation Bojinka suggests. (See Boxed caselet for the story
on Operation Bojinka).

Did the Philippine benefit from its recovered closer US ties after sharing with US authorities
the plot to bomb US skyscrapers contained in Operation Bojinka? The plan of crashing airplanes over
the Pacific Ocean or on buildings in mainland USA were contained in diskettes found in a Manila
apartment after local police uncovered an attempt to assassinate the Pope during his visit to the
Philippines in 1995, around six years before the 9/11 bombing of the World Trade Center in New
York City. That the US eventually gave the Philippines some funds to assist in its army modernization
may have been in part sparked by this event but only the Embassy in Washington, D.C., can assess
the details of such links.

In fact, for this Report, the Embassy provided data on 2002-2012 military security assistance
— stating that this increased substantially after the September 2001 terrorist attack, averaging over
US $53 million per year, but of course dramatically lower compared to the US $200 million per year -
- funding about 80% of the Philippine defense budget prior to the US bases closure in 1992. That
increase of course comes from the fact that with the bases closure, the US budgetary support to the
Philippines defense system disappeared. That is, until Oplan Bojinka seemed to have convinced
some policy pundits in Washington D.C. of the need to revive the ties with the Philippines; this is of
course not publicly shared, if at all. An aspect of the work of posts abroad relates such valuable task
of diplomacy to the overall national interest. Interestingly, the post- 9/11 assistance was converted
to an “institutional approach to defense modernization... as the (assistance) advanced from
Philippine Defense Reform (PDR) to Philippine Defense Transformation (PDT).”®  Chart 2.3 shows
post 9/11 military assistance and total US aid declining through the problematic Great Recession in
2008-09 occasioned by the US subprime crisis.

What everyone knows is that when the Philippine Senate rejected on 16 September 1991 a
draft treaty of friendship, peace and cooperation extending the use of Subic Bay Naval Base by US
forces for ten more years, at a time when the US had one year to complete its withdrawal of military
bases from the country.

® Memorandum of DFA Undersecretary Rafael E. Seguis to Dr. Federico M. Macaranas, Consultant, PIDS, dated
23 April 2012 containing a description of the scope and amounts of US Military Security Assistance to the
Philippines. Unreported is the fact that the Philippines became chair of an Asia Pacific Economic Cooperation
(APEC) working group on counter-terrorism sometime after 9/11, a major shift of the economic forum to a
politico-security discussion place, indeed largely shaping the environment of doing business.
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BOX 1: THE VALUE OF SECURITY INFORMATION -- OPERATION BOJINKA

Is diplomacy to be valued like a cash award of $700 plus free trip to Taipei given a Filipina lady police
officer by the government for uncovering a terrorist plot that could have been the world’s most devastating attack
on the free and democratic way of life? Aida S. Fariscal, police watch commander in Malate one fateful day,
persisted in investigating the men behind a chemical fire in Josefa Apartments in Quirino Avenue and uncovered
the plot to assassinate Pope John Paul Il in January 1995; it was designed to deflect attention from the planned
bombing of 11 airlines across the Pacific, plotted by the same World Trade Center 9/11 terrorists six years later.

The lives lost would have been more than 4000 (compared to the 3000 + in the 9/11 World Trade Center
bombings in 2000). %5 this the value of such police action, lives saved being a standard measure of many public
interventions as in the health area. Of course this cannot be attributed to the DFA, if at all, but it is the essence of
policy work to integrate such inputs into a foreign policy framework best reflected in the One Country Team
Approach (OCTA). DFA calling attention of allies to the import of such information adds value to otherwise passive
data that do not get pieced together for deeper analysis.

If such $700 government recognition is made the basis of diplomacy’s value, then the country misses
what intangible goodwill its intelligence efforts produce; in fact, it is the failure to appreciate intangibles and
leveraging them to produce tangible benefits that may be the Philippine society’s problem. (Noteworthy is the
fact that Murad tried to bribe Fariscal $2000 not to continue the investigation when he was caught trying to
retrieve pieces of evidence including a computer which contained diskettes detailing the cross-Pacific airline
bombings. Fariscal refused.ll)

A Philippine report to the United States on January 20, 1995 stated, “What the subject (Murad) has in
mind is that he will be boarding an American commercial aircraft pretending to be an ordinary passenger. Then he
will hijack the aircraft and dive it at the CIA headquarters.” Years later, the CIA awarded Aida D. Fariscal, the 55-
year old police officer a certificate for “personal outstanding efforts and cooperation” for unraveling Oplan
Bojinka. Indeed, it was a little less than what the Philippine government could afford to reward Fariscal’s
intangible effort.

The value of Fariscal’s effort multiplied several times with the 9/11 tragedy when planes directly hit the
World Trade Center twin towers and the CIA headquarters in Langley, Virginia, and another failed in its attempt
against the White House with the plane crashing in a field in Pennsylvania as passengers heroically fought the
terrorists on board. Yet, it was this Filipina police officer’s effort that may have thwarted the tragedy. The US
government did not properly connect the dots provided to it by the Philippine government containing the details
of Oplan Bojinka in April 1995, six years before the 9/11 tragedy. (Indeed the question here is what efforts the
DFA or the OCTA added to the intelligence reports especially in convincing an ally of its importance.) A
Department of Homeland Security was created by the US thereafter, and the hunt against Osama bin Laden
escalated into a war against terrorism that engaged all the major countries of the world in a debate on how to
approach the problem.

In his 1995 confession, Murad provided details of Oplan Bojinka to Philippine investigating officers and
explained that the Manila terrorist cell failed to get enough supporters for its execution. Once again, this aspect of
Philippine society maybe an intangible benefit for allies that is hard to quantify, although the question could be
asked: how much would a partner in anti-terrorism be willing to pay to prevent the clandestine organization of
terrorist cells that will eventually attack its territory? Only allies who know the budgets of intelligence agents
deployed in partner countries will be able to quantify these, some surreptitiously included in assignments within
Embassies, or agencies directly or indirectly paid for by their governments working with various personalities in
many institutions.

10 Wikipedia, Operation Bojinka. More details from Marites Danguilan Vitug and Glenda Gloria, Ateneo Center for Social Policy
& Public Affairs & Institute for Popular Democracy, 2000
11 .

Ibid
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Chart 2.3 U.S. Military Assistance to Philippines, 2002-2012 in US$ million

20

80 76.377
70 66.661 66.889

60
50
40
30

20

10

2002 2003 2004 2005 2006 2007 2008 2009 2010 2011
——Foreign Military Financing (FMF) -#TOTAL

Source: Philippine Embassy, Washington, D.C

The US government turned over assets worth more than $1.3 billion to the Philippines,
inclusive of Clark Air Base and the ship repair facility in Subic within that period. However, the
withdrawal of American military personnel numbering 17,000 at one point, had some economic
impact in the surrounding areas of the bases, albeit the negative social problems spawned by them
disappeared or at least diminished. A benefit-cost analysis of bases withdrawal is perfectly legitimate
(the supporters of President Corazon Aquino had the numbers to show the net benefits, without
factoring in the intangible costs of a relatively independent growth of a democratically™).
Nevertheless, this is a clear example of a major foreign policy issue where the value-added of the
DFA has to be carefully sifted, especially since the direction can come from the Office of the
President itself for major issues such as the withdrawal of US bases. ™ In fact, Subic’s conversion into
a Freeport was President Fidel V. Ramos’ answer to an independent country transforming “swords
into ploughshares” amidst the global shift of Cold War players into economic growth advocates.
Nevertheless, on account of some political exigencies, some units of DFA have to be reinvented if it
they were to be closed down.

2 Alfredo R. A. Bengzon, with Raul Rodrigo, A Matter of Honor: The Story of the 1990-91 RP-US Bases Talks,
Pasig City: Anvil Publishing, 1997, discusses the major benefit of the bases as the economic value, yet the
financial commitments were made solely on “best efforts” basis. For example, the 1990 shortfall under the
Manglapus-Schultz Agreement of 1988 amounted to $223 m, nearly half of the $500 m promised (p. 43). The
Military Bases Agreement, as an executive agreement, did not have the force of a treaty which is what Spain
signed with the United States, definitely a question of diplomatic negotiating skills and national leveraging
ability.

 This too is the reason why not all funds for foreign relations end up with the DFA. Indeed other executive
agencies tasked with economic diplomacy functions are given foreign budgets to support the FSP “service
attaches,” a term not particularly favored by some agencies.
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“Listening posts” function as vital sources of information for safeguarding the security of a
nation-state, be that political boundaries or territorial integrity, economic or socio-cultural (including
religious) well-being of a country’s citizens (at home or abroad), arising from man-made or natural
forces. In the Cold War era post World War I, the newly independent Republic of the Philippines
continued the work of the equivalent Department of Foreign Affairs founded at the turn of the last
century by the revolutionary government fighting colonial Spain, led by the first Foreign Secretary
Apolinario Mabini. However, political security has given way to economic security, and eventually
ecological security through the decades following independence.

That has not made traditional political security concerns any less important in the work of
DFA and its FSP-attached service agencies abroad today. The country cannot be paralyzed, for
example, by its own lack of budgetary resources in the face of threats as posed by contemporary
China. Carlos P. Romulo, first Asian UN General Assembly president, famously remarked about little
Davids slinging small pebbles of truth on Goliaths, even before the Association of Southeast Asian
Nations (ASEAN) was framed to act as the buffer for whatever expansionist ambitions of larger
countries in the region. In the context of budgets, therefore, “listening posts” deserve their place
even in the absence of immediate economic benefits. As the boxed caselet suggests, DFA and its
FSPs must be able to tell their stories to a wider audience beyond diplomatic and intelligence circles,
no matter how intangible, indirect or non-pecuniary their efforts are perceived to be early on in the
engagement of allies in common concerns.

2.3.2. Economic diplomacy: mix of benefit valuation issues along the value chain

The benefits delivered by DFA are hard to identify even in economic diplomacy because they
form part of the early stages of an entire chain of the value creation in promoting trade, investment,
tourism, and development partnership. Policy-making is one such area. From listening posts and
other sources of evidence, the least of which seems to be academic-based networks (according to
most students in the AIM courses for career ministers and ambassadors), DFA collects information
that are processed with the other line agencies and then moves on to participate or even chair
appropriate committees relevant to the issues.

However, as noted above, the DFA also produces services for passports and other
documents. Hence the approach reduces to a choice between Benefit-Cost Analysis (BCA) vs. Cost
Effectiveness Analysis (CEA), both of which are very dependent on data most of which have not been
collected and aggregated in a consistent manner through the years for comparative purposes,
definitely a matter that deserves serious attention by both DFA and DBM. There is a need for both a
Chief Information Officer to be responsible for the entire process of knowledge management within
the DFA and a supporting statistical team to make prepare coherent information systems that could
be the basis for good policy making and execution.

Where the DFA end-products are tangible and solely provided by the DFA (passports and
consular services), BCA can be appropriately conducted where data are consistently and universally
collected.

Where the end-products are tangible and easier to quantify (volume and value of trade,
investments, tourism , official development assistance), the benefits to the country tend to be
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claimed fully as the result of efforts of other agencies (DTI, DOT, NEDA), not all of which have
attaches in posts abroad if at all. CEA is appropriate.

Where the end-products are intangible and harder to quantify (improved international
relations resulting to regional or global peace and security, political and business intelligence
provided by “listening posts”, improved welfare of nationals working abroad), the benefits to the
Philippines tend to be mostly associated with or fully claimed also by other agencies (e.g. DND,
DOLE, DSWD, CFO), again, not all of which have attaches in posts abroad if at all. A combined
framework of BCA (estimation of intangibles) and CEA (surrogate measures of output in terms of
outcomes) is appropriate.

The caselet produced for this Report on economic diplomacy by the Philippine Embassy in
Beijing in the light of the Manila hostage crisis in August 2010 reveals the interrelated aspects of
tourism with trade and investment promotion; it is the same scenario unfolding in the Panatag shoal
problem between the Philippines and PROC in April-May 2012. (See Annex B, The Manila Hostage
Crisis and Diplomacy).

Clearly, as head of the One Country Team, the DFA and its FSPs ability to identify the inter-
related impacts of one crisis situation on other objectives of diplomacy must go beyond qualitative
statements. There is need to quantify the fall-out on trade, investment, remittance flows, and other
statistical indicators even if the trigger is a tourism-related crisis. Data have to be collected
consistently through time and across sectors to be able to extract meaningful assessment of
potential impact on the Philippine economy and society. This is especially important where
significant changes are wrought on particular industries or regions of the country, e.g., bananas in
the current Philippines-PROC diplomatic row. The One Country Team must obviously be redirected
and reinvigorated in addressing crisis situations, triggered by analysis from FSPs.

2.3.3. Assistance to nationals (ATN) : clarifying the factors influencing the demand and
supply ; public goods vs. private goods

ZBB requires an economic interpretation of the accounting and financial benefits and costs
data, since the allocation of scarce resources is made in the context of alternative uses of
government funds, exploiting opportunities that may better serve the foreign relations and global
interests of the Philippines. In the case of assistance to nationals, this is best illustrated by examining
the factors affecting the demand for and supplies of DFA’s ATN services, together with those of
attached agencies.

Such opportunity costs must also be technically enriched by an examination, e.g. by the
Philippine Institute for Development Studies (PIDS), of consumer surpluses, deadweight losses
arising from monopoly provision of services by the DFA, etc. The public goods vs. private goods
nature of DFA services must also be explained for a deeper appreciation of its benefits to the
country, economy, society, and polity.

Consular officers in FSPs provide services that can be further classified into types of
transactions for which different fees are charged: new passports; renewal of old passports;
replacement of spoiled, mutilated, or lost passports; passport amendment; or issuance of travel
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documents. Visa authentication is separate from visa issuances. Civil registration comprises of
reports of birth, marriage; documentation on marriage licenses and contracts."

Labor attaches, or POLOs engage in employment facilitation, on-site verification of
employment contracts and other documents; on-site issuance of overseas employment certificates,
and escrow clearance certification; provide social protection and welfare services for OFWs; and
engage in policy advocacy.”” How the FSP manages the POLO workflow will be detailed in the next
section of this Report; note that in the deployment of Filipino nurses in Spain, the market
identification in the Basque Country was reported by the DFA to be a task that the Philippine
Embassy in Madrid took upon itself — and POLO engagement came only after meetings were already
conducted with Basque groups and the Honorary Consul (See Figure in Box 3 in Section 1l1.)

The demand for DFA ATN services by an OFW or OF (overseas Filipino, usually a migrant or
dependent of an OFW residing abroad) is affected by many variables: how they view ATN --as
private or public good, their incomes or wealth which determines their ability to financially pursue a
case, the prices of substitutes or complements offered by alternative ATN providers, their tastes and
preferences (for relatives, civil society, or private pro bono or for-fee lawyers to solve their
problems), and other behavioral economic variables — psychological, sociological, political, etc.

The supply of DFA ATN services is determined by the costs of factors of production — office
space, trained/untrained DFA and attached agencies personnel, information gathering [a function of
gravity of offense], publicity and public relations; the technology or process of problem discovery
thru resolution of the problem; and other variables shaping the willingness of DFA to provide ATN
services at certain “prices”.

The prices in the above supply and demand framework for ZBB analysis refer respectively to
their willingness to accept payments (or be budgeted for) on the side of DFA and FSPs, or pay out of
pocket costs (borne by the OFWs). Both have opportunity costs which are the appropriate economic
interpretation for ZBB analysis.

This supply and demand framework can guide the discussion on the closing and opening of
new posts, or alternatively the streamlining or upscaling of FSPs in an accordion fashion. This latter
approach accommodates alternative service providers like honorary consuls or others deputized for
particular work areas to generate what maybe critical tangible and intangible benefits for the
Philippines. The data for such an exercise, which PIDS may conduct later, have to be carefully
identified and quantified for each particular type of ATN case, especially for the potential of
employing local hires rather than deploying personnel from the home office whose allowances may
not be cost-effectively justified.

2.4 DFA budget growth vs. some indicators on the three pillars: reallocating resources

Why such an exercise may prove to be a high pay-off research is suggested by some data
that show DFA budgets (both nominal and GDP deflator adjusted) , through the years , have moved

" Philippine Embassy in Tokyo Report for 2010
15 .
Ibid.
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and are well correlated with the number of OFWs and OFs abroad, and their remittances (Chart
2.4).

Likewise, Chart 2.5 — 2.7 suggest that the DFA budget has grown in sync with some global
economic and political indicators.™ Similarly, the ZBB research team found some preliminary results
of early regression analysis supporting such conclusion (not reported here since further analysis is
constrained by the lack of time series budget data of DFA) and high pair-wise correlation of DFA
budget, total OFWs, total remittances and tourist arrivals (a large proportion of which are
balikbayans until recently).

Chart 2.4 Comparison of DFA Budget with Total Population, No. of OFWs and Workers’ remittances
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To the extent that ATN cases and budgets move together, a re-examination of it in ZBB
fashion should be pursued in greater depth when data have been properly collected. A more
efficient and effective DFA will have to reallocate resources to improve both assistance to nationals
and policy formulation to get the country out of its relatively poor performance in a very dynamic
region that is going to be the major center of global economic activity. That the use of personnel
from other agencies attached to the FSPs and local hires will ease the burden to the DFA in the third
pillar of foreign relations is not the sole question — more important is the DFA’s leadership role in
harnessing such resources for net beneficial or cost-effective delivery of services of all public
agencies doing their work abroad.

1 Annex E describes the indicators. Note that the political indicators here represent global political stability
and absence of violence/terrorism (suggesting increased need for diplomatic presence when these indicators
change), and global regulatory quality (the ability of governments to promote sound private sector
development) which similarly require changes in diplomatic presence as the indicators move — both to protect
Philippine interests.
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The human resource reallocation concern is supported by DFA budget data for select years
(1999, 2002, 2005-2012) for the geographic desks in the Home office, the FSPs (Embassies,
Consulates) broken down by regions, and United Nations Missions and ASEAN.

Chart 2.5 Comparison of DFA Budget with Trade Data
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Chart 2.6 Comparison of DFA Budget with Trade, Net FDI, International Commitments Funds and
Number of Tourists
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Chart 2.7 Comparison of DFA Budget with Political Stability and Absence of Violence/ Terrorism and

Regulatory Quality
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Table 2.2. DFA General Appropriations Act:
Budget of Home Office Geographic Desks and FSPs (in thousand pesos)

Home Office Geogra phIC Desks (Conduct of Studies and Formulation of Foreign Policies)

2012 2011 2010 | 2009 | 2008 2007 2005 2002 1999
Office of Asian and Pacific Affairs 31,072] 29,7200 26,264 25887] 20,574 18007 14973 13574 13411
Office of Middle East and African Affairs. 15,389 14,813 13,682 12,393 10,265 7,230 8,197 6,982 6,783
Office of American Affairs 19,506|  18,700] 18,425 15528] 12481 10676 10,087 9,250 8,251
Office of European Affairs 23,015 22694 21594 17315] 14937 11,180 11,454 9,920 8,716

Embassies

2012 2011 2010 2009 2008 2007 2005 2002 1999

American 495517 476,626 472,343 456,274 391,636 319,609 274,392 251,731 179,954
Asian and Pacific 1,322,456 1,347,180 1284631 1,180,176 1,081,235 868,644 767,976 598,592 498,357
European 1,563,708 1,516,599 1,592,641 1,478,607 1,417,201 953,274 805,922 731,183 506,281
Middle Eastern and African 1,199,254 1,161,785 1143808 1,128,502 970,195 745,611 563,024 £20,250 439,079

Consulates General

2012 2011 2010 2009 2008 2007 2005 2002 1999

BAmerican 751,285 726,492 721,671 690,524 612,230 488,529 376,520 390,540 275,104
Asian and Pacific 718,437 700,318 706,549 680,145 589,921 400,181 355,334 270,298 193,998
European 195,164 186,593 184,358 174,256 162,193 129,679 84,022 76,979 60,400
Middle Eastern and African 197,860 196,170 197,334 | 190,461 179,203 135,619 58,748 82,125 66,338

United Nations Missions and ASEAN
[ 2002 | 2011 | 2010 2009 2008 2007 2005 2002 1999
Geneva, Switzerland 104,617 104,636 103,220] 97,082| 85,763 69,163 57,013 53,752, 47,368,
New York City, New York, U.S.A. 120554 116,914 115,034 112,751 105333 84,270 70,325 54,891 59,382
.Geneva, Switzerland - WTO 57,557. 55,159_ 54,769_ 52,085_ 54,582_ 34,80 9_ 11,000_
IASEAN, Jakarta, Indonesia 58,217 57,215 58,046 67,005

Source: DFA GAA
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Table 2.2 shows that Philippine Embassies in Europe collectively account for more shares of
the FSP budgets. Why is this case? Are costs of living relatively higher there? Is it a relatively
attractive destination for DFA personnel to be assigned to? Do the distance and attendant higher
travel costs for home consultations explain that?

Consulates in the Americas take the largest share versus their counterparts in the other
regions, attributable perhaps to the need to service the large number of OFs in the US and also
promote the economic relations with the country’s erstwhile largest trading, investment, tourism,
migration, and development partner. When Embassies and Consulates are combined per geographic
region however, Asia-Pacific becomes the largest in budget allocation (Chart 2.8).

Chart 2.8 Budget of Combined Embassies and Consulates by Geographic Regions, 2012
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In the Home Office, the budget for the supporting policy work done by the geographic desks
is highest for the Office of Asia and the Pacific, rather than for Europe or the Americas (Chart 2.9).
As current developments in the new millennium force nation-states to rethink giving greater
emphasis to regional relations, the Asia-Pacific geographic desk has to be given more budgetary
support. Indeed, many pronouncements of the President of the Republic and the Secretary of
Foreign Affairs attest to this rethinking.
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Chart2.9 Comparison of Budgets : Home Office Geographic Desks vs FSPs by
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SECTION IlI: FOREIGN SERVICE POSTS

This section contains the analysis of operations and transaction process flows of the Foreign
Service Posts (FSPs). It begins with a brief review of the mandate for the creation of the FSPs, its
current organization within the DFA structure and its relationships with the other national
government agencies with representatives or attachés in the Posts.

It then looks at the operations of the Posts by describing the work processes generally
undertaken including work relationships with attachés from other government agencies.

The appreciation of how FSPS conduct their operations provides a foundation for a clearer
understanding of the strengths and weaknesses of the FSPs’ budgeting and accounting processes,
which is the topic of the next part of the report. It includes a review of the Posts’ transactions vis-a-
vis the DFA Head Office, Regional Consular Offices (RCOs), Honorary Consuls and other units. Finally,
an evaluation of the core revenue generating business of DFA, the passport business, is expected to
lead to a more comprehensive financial review of DFA activities.

3.1. Mandate and Organizational Description

Section 12 of RA 7157 or the “Philippine Foreign Service Act of 1991” provides the primary
criteria for the establishment or creation of FSPs as follows:

Sec. 12. Establishment of Foreign Service Posts. The national interest and security shall be
the paramount consideration in the establishment of embassies, missions, consulates general and
other Foreign Service establishments maintained by the Department and the priority areas shall be in
the countries where the following exist:

a) Extending diplomatic, financial, material, humanitarian support and other expressions
of solidarity;

b) Favorable trade relations and investments currently exist or prospects for trade and
investments are favorable;

c) A considerable number of Filipino citizens; and

d) Adherence to the principle of reciprocity and where such is extended to us.

As of April 2012, there are a total of 94 Foreign Service Posts (FSPs) located in 67 countries in
the world including the Vatican: 67 Philippine Embassies (PE), 24 Philippine Consulates General
(PCG), 2 Philippine Missions (PM), and one World Trade Organization (WTO) post. In addition, there
are also 80 Honorary Consuls.

Geographically, the FSPs are distributed as follows: 30 posts are located in Asia and Pacific,
27 in Europe, 19 in the Middle East and Africa and 18 in the Americas.

The Embassies, because they are headed by Ambassadors mostly designated as
“Ambassador Extraordinary and Plenipotentiary”, report directly to the DFA Secretary through their
respective supervising geographic offices. The functions of the DFA Secretary include: “The
Secretary of Foreign Affairs exercises supervision and control over all functions and activities of the
Department of Foreign Affairs and supervises the administration and operation of the foreign service
establishments. The Secretary delegates authority for the performance of any function to offices and
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employees of the Department.” But the Secretary cannot possibly supervise each and every Foreign
Service Post. Therefore, there is a need to clarify the flow of communication between the Posts and
the Head Office.

The Office of the Strategic Planning and Policy Coordination at the DFA (i.e. at the home
office), which is under the Office of the Secretary, supervises the Posts since it is responsible for
“policy coordination, which involves the monitoring and evaluation of Philippine foreign policy to
measure its effectiveness and consistency with its objectives” (Figure 3.1).

Figure 3.1 Organizational Structure of the Department of Foreign Affairs
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At the same time, the Office for the Undersecretary for Policy provides staff support to the
Foreign Service Posts through the following offices under its supervision: Office of Asia and Pacific
Affairs; Office of ASEAN Affairs; Office of American Affairs; Office of European Affairs; Office of
Middle East and African Affairs; and Office of the UN and other International Organizations.

The support activities provided by these Offices comprise: conduct of studies and
formulation of foreign policies; coordination and preparations for state visits as well as activities
concerning protocols, and ceremonials services; coordination, evaluation and monitoring of ASEAN
projects; dissemination of effective overseas information and communication strategies.17

" From GAA Official Gazette
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In addition, the Department’s multilateral offices also perform the following functions:
facilitate Philippine membership and participation in international organizations and convention
bodies; ensure coherence in national positions; recommend foreign policy directions to the
Secretary of Foreign Affairs; ensure compliance with treaty obligations; monitor developments in
international discussions; represent the country in international negotiations, and; coordinate
preparations for country visits by high-ranking officials from various IOs.

Additionally, while it is certainly true that the geographic offices provide support for FSPs, it
is nevertheless important to recognize that instructions and policy guidance for Posts and Missions
still emanate from the Home Office.

The various offices under the Office of the Undersecretary for Administration also provide
critical operations supervision (i.e. coordinative and reportorial support) to the Posts particularly:
the Office of the Consular Affairs (re passports); the Office of Fiscal Management (re budgetary and
accounting support); the Office of Legal Affairs (re Assistance to Nationals fund); and the Office of
Personnel and Administrative Services.

The absence of the FSPs from the official organizational structure of the DFA is conspicuous.
In organizational management, this absence of a defined line to a single authority at the DFA Head
Office may act as a flaw in the organization in that it fosters confusion or misconceptions on
supervision of the performance of the Posts. The reporting lines of Heads of Posts are formally
through the Office of the Secretary but may involve any of the thirteen other Offices shown in the
organizational structure. The inter-agency work in the Home Office is sometimes supported by
reports from and attendance by foreign posts officers.

However, according to DFA, the insiders in the department including the FSPs know and
follow the chain of command and the lines of communication. It is standard procedure that all
communications from the heads of posts are addressed to the Department Secretary and these are
appropriately routed to the supervising geographic office. Therefore, no confusion is created. It
nevertheless recognizes that for the benefit of the public’s understanding, it would be best for the
Department to include the FSPs in its organizational chart.

3.2. FSP Operations

The operations of the Posts are generally described by looking at their budget, personnel,
the activities that they undertake and their relationship with the attachés or representatives of other
government organizations.

3.2.1. Budget

To get a general sense of the operations of the Posts, General Appropriations Act (GAA) for
2010 show that the Foreign Service Posts were allocated a total budget of Php6.3 billion, which is
about 5% higher than its budget in the previous year. Seventy-two percent of these are for the 67
Philippine Embassies and the rest are for the PCGs.

The unavailability of financial data for the individual posts (in electronic form at the time of
the study) limited the analysis on the use of resources for each post. In addition, it was difficult to
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make a deeper comparative analysis of the budget because of foreign exchange currency
differentials and differences in costs of living.

However, based on the financials of three sample Posts (including the second biggest Post in
terms of number of personnel), nearly three-fourths of the Post budget goes to personnel services.
In Chart 3.1, the GAA budget for the posts for 2009 to 2011 is presented. Capital Outlay is allotted
for car re-fleeting and building fund.

Also, based, about 58% of the allocation for personnel services goes to Overseas Allowance
while another 29% go to Living Quarters Allowance. For the sample year (i.e. 2007), the total for
Living Quarters Allowance was twice that of the total Operating Expenses and about five times that
of Overseas Allowance. The sources and uses of funds of the Posts will be discussed further in
Section 3.3.

Chart 3.1 Budget for All Posts, 2009 - 2011
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3.2.2. Personnel

As of end of April 2012, there are a total of 1,175 DFA personnel assigned in the various

Foreign Service Posts (Table 3.1). The general staffing pattern of Posts suggests that most of the

personnel in a typical Post are engaged in administrative and routinary work in the Consular Services

(Figure 3.2). In most cases, only two personnel are assigned in the political, economic, cultural and

assistance-to-nationals sections.

Table 3.1 Actual Staffing Pattern in Foreign Service Posts

Officers Staff Local Hires Total
Americas 69 195 70 334
Asia and Pacific 37 302 201 540
Europe 89 199 105 393
Middle East and Africa 52 232 141 425
Total 247 928 517 1,692

Source: DFA-OPAS, Actual and Approved Staffing Patterns of Foreign Service Posts, as of April 2012

It was noted however that in many posts, personnel are often called to multi-task i.e., staff

assigned in administrative and routinary work perform additional work related to political, economic

and cultural functions or vice versa. This practice is in fact a feature in most government operations

to compensate for the limited number of personnel and is often a cause of frustration perceived

“work always getting in the way of work”.

Figure 3.2 General Staffing Patterns in Foreign Service Posts
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However, it is at the same time a strong argument for the need to explore possibilities
outsourcing of some administrative and routinary work and enhancing the use of ICT in order to free
more time for substantive work and increase productivity in the posts amidst its limited resources.

Looking at the staffing pattern of Posts vis-a-vis the number of Filipinos served overseas
gives another aspect of how Posts operate.’® In terms of the population of Filipino communities, the
largest is in the Americas (basically in United States of America and Canada). The ratio of staff to the
number of overseas Filipinos is 1:13,339 (Table 3.2). However, most of the Filipinos in the Americas
are permanent migrants, requiring mostly administrative assistance and consular services (based on
various Reports to Congress). In addition, most of the political and economic systems in the
Americas are mature and can also serve the migrant Filipinos.

Table 3.2 Personnel in Foreign Service Posts vis-a-vis OFs/OFWs

Total Staff Estimated
FSPs Complement of 4 Population of s
FSPs OFs/OFWs
Americas 334 20% 4,455,138 49%
ASPAC 540 32% 1,177,866 13%
Europe 393 23% 659,645 7%
MEA 425 25% 2,859,991 31%
1,092 9,152,640
Ratio
Americas 1 13,339
ASPAC 1 2,181
Europe 1 1,678
MEA 1 : 6,729
Average 1 : 5,409

Source of basic data: DFA-OPAS, Actual and Approved Staffing Patterns of Foreign Service
Posts, as of April 2012

In contrast, the almost 3 million Filipinos in the Middle East and Africa (MEA) are primarily
Overseas Filipino Workers (OFWs). More than consular and administrative services, these OFWs
require much Assistance-to-Nationals services to protect their rights and safety. Usually, the sheer
number of clients requiring non-routinary services necessitates more personnel to attend to their
clients’ needs. Yet, the ratio of Post personnel to OFWs in MEA is 1:6,729, much lower than the ratio
of 1:2,181 for Asia and Pacific and ratio of 1:1,678 for Europe.

Initially, this map of personnel deployment gives the impression that some Filipinos overseas
may be underserved. DFA explains the nature of the FPS personnel map in two ways. First, it noted

¥ The concern on the estimation of the number of OFs and OFWs in specific jurisdiction of posts was raised in
one of the FGDs with the DFA for this ZBB report. DFA reported that the Office of the President has organized
an inter-agency team to take responsibility for this perennial problem of not knowing how many Filipinos are
actually living in particular places.
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that all personnel at the Posts are expected to assist in the provision of ATN services. It also
underscored that specific Posts with high ATN demands are supplemented by personnel from other
national agencies such as the Department of Labor and Employment and the Overseas Workers
Welfare Authority. In this case, the focus of inquiry should be whether the supplemental personnel
sufficiently address the needs of the OFWs in Posts with high ATN demands. For instance, in one of
the FGDs, the DSWD representative revealed that there is only one social worker deployed to
Malaysia who is expected to attend to the needs of roughly half a million OFWs in distress (Box 2).

DFA further argues that instead of the ratio of FSP personnel to OF/OFW population, a
better gauge of Posts’ performance would be the ratio of the number of OF/OFW population to the
number of processed concerns. To test whether this argument would stand, the study also looked at
the suggested performance indicator.

Table 3.3 shows that 54 percent of total transactions in the Posts are actually done by the
ASPAC posts while only 22 percent are processed by posts in the Americas despite being hosts to 49
percent of overseas Filipinos. The caveat is that the number of transactions is limited to the existing
data available (i.e., the number of voters registered, number of actual voters, number of passports
issued and number of tourist arrivals). There is no doubt that a different picture will be painted if a
consolidated/summarized data is made available on the number of OFs repatriated, OFs provided

with legal assistance and other such data.

Table 3.3 Estimated Number of Transactions in FSPs vis-a-vis Estimated OFs/OFWs

ESPs Estimated Nt!mber % Estimatfefi {\lumber %
of Transactions of Filipinos
Americas 958,989 22% 4,455,138 49%
ASPAC 2,328,931 54% 1,177,866 13%
Europe 500,270 12% 659,645 7%
MEA 485,138 11% 2,859,991 31%
4,273,328 100% 9,152,640 100%

Source of basic data: Report to Congress, as of April 2012
Note: Number of transactions is based on the number of voters registered, number of actual
voters, number of passports issued and number of tourist arrivals.

The inadequacy of available data did not permit a deeper analysis of posts’ performance.
Besides, the debate on which performance indicator better describes the performance of FSPs
should more appropriately be undertaken in the conference rooms of DFA. Instead, the point that
this Report would like to make is that a study on the appropriateness of personnel deployment and
performance management of the FSPs should be made part of a more comprehensive and bigger
Benefit-Cost Analysis or Cost Effectiveness Analysis of FSPs.
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Box 2: Assistance to Nationals in Malaysia

KUALA LUMPUR (Philippine Embassy)
A. STATISTICAL INFORMATION
1. Estimated Number of Overseas Filipinos
Peninsular Malaysia Male Female Total
a. Permanent Migrants No Data Available | Mo Data Available No Data Available
b. Temporary Migrants No Data Available | No Data Available 30,527
c. Irregular / Undocumented Migranis No Data Available | No Data Available No Data Available
TOTAL IN PENINSULAR MALAYSIA 30,527
North Borneo (Sabah) Male Female Total
a. Permanent Migrants No Data Available | No Data Available 6,490
» | b. Temporary Migrants No Data Available | No Data Available 178,438
| c. Irregular / Undocumented Migrants No Data Avaiable | Mo Data Avaiable 350,000
c TOTAL IN NORTH BORNEO (SABAH) 534,928
S| Labuan Male Female Total
% | a. Permanent Migranis No Data Avallable | No Data Available No Data Available
b. Temporary Migrants No Data Available | No Data Available 3,621
c. Irregular / Undocumented Migrants No Data Available | No Data Available No Data Available
< TOTAL IN LABUAN 3,621
2| Sarawak Male Female Total
= | a. Permanent Migrants No Data Avallable | No Data Available No Data Available
“ b. Temporary Migrants No Data Available | No Data Available 1,232
c. Irregular / Undocumented Migrants No Data Available | No Data Available No Data Available
TOTAL IN SARAWAK 1,232
OVERALL TOTAL (Post’s Jurisdiction) 570,308

Estimating the total number of Filipinos in Malaysia is difficult due to the high percentage of
undocumented and/or overstaying Filipinos. In North Borneo (Sabah), the difficulty of estimating the
number of OFWs is compounded by the constant and continuous movement of people through its
porous border with Mindanao. Many Filipinos from Tawi-Tawi, Sulu, Basilan Zamboanga and other parts
of Mindanao think nothing of hopping on a boat to various destinations along the coast of North
Borneo.

In addition, many Filipinos arrive in Malaysia as tourists but eventually seek employment. The
avdilability of budget airline fares has led to increases in such arrivals. Many attempt to extend their
stay by exiting through neighboring Brunei for those in Sabah and Sarawak, or through Thailand and
Singapore, for those in peninsular Malaysia.

Post estimates close to 400,000 undocumented Filipinos in the whole of Malaysia. Most of them are
believed to be in North Borneo with many coming from Sulu, Tawi-Tawi, Basilan and Zamboanga. A
recent Al Jazeera documentary mentioned that the number of undocumented Filipinos in Sabah is more
than a million.

Most of the Filipinos in prison have committed immigration-related offenses. The Malaysian Prisons
Department recorded 1,183 Filipinos in prison as of 30 June 2011. However, this number is constantly
changing due to the short duration of sentences for immigration offenses and the regular deportations
of those who have completed their sentences. For the period of January-June 2011, a total of 5,655
Filipinos were issued travel documents for their deportation.

In addition, there were 329 distressed Filipinos/runaways who sought the assistance of the
Embassy/POLO during the same period. All of them were provided with temporary shelter and
accommodation either at the Chancery (for males) or the Filipino Workers' Resource Center (FWRC, for
females).

Source: Report to Congress, July - December 2011
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3.2.3. Activities

All Foreign Service Posts basically engage in different activities that fall under five categories:

e Consular Services;

e Assistance to Nationals;

e Economic Diplomacy;

e Political/Military Diplomacy; and

e  Cultural Diplomacy and Image Building.

Consular Services basically offer services for Filipinos abroad related to passports, civil
registration, voters’ registration for Filipinos overseas, processing of dual citizenship applications,
and legalizations/notarials/authentication of documents. The issuance of visas to foreigners is
another service provided. Consular-related work or transactions of the FSPs are readily measurable
and quantifiable primarily because DFA is the only agency mandated to do this kind of work and all
outputs can be attributed to them. Second, consular services often involve administrative and
routine work, which are easily recorded.

In 2011, the Posts collectively registered 547,910 Filipino voters overseas, assisted 150,019
actual voters, and issued 454,272 passports and about 3.1 million visas *° (Table 3.4).

Table 3.4 Consular Services Provided by Posts

Voters Actual Passports Tourist

Registered Voters Issued Arrivals
Americas 66,745 19,854 120,107 752,283
ASPAC 192,932 64,484 118,100 1,953,415
Europe 59,855 17,081 66,868 356,466
Middle East and Africa 228,378 48,600 149,197 58,963
Total 547,910 150,019 454,272 3,121,127

Source of basic data: DFA Annex |, 2011

Services provided by the Posts, which comprise Assistance to Nationals (ATN) include
repatriation, shipment of remains, medical (hospitalization) and psychological interventions,
establishing the whereabouts of OFWs, among other services. It also includes legal assistance such
as the payment of fees for foreign lawyers, bail bonds, court fees, charges and other litigation
expenses. These services are intended to also produce intangible benefits (i.e., not as readily
measurable) that should lead to the desired outcomes namely: the promotion of the welfare and the
protection of the rights of migrant workers. It should also be noted that the administration of ATN
Fund is directly overseen by OUMWA.

Data on assistance to nationals is available per Post but because no consolidated data was
available at the time of the study, a deeper analysis of the Assistance to Nationals (ATN) was not

1t was suggested that since passports are electronically prepared at the BSP, the passports issued at the
home office and FSPs should, at least, be reconciled. There is a big difference between reports from BSP
Personalization Center and the DFA home office and FSPs.
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undertaken. Deriving a consolidated and disaggregated data is complicated by the fact that services
provided are shared with or claimed by other agencies. Some data on ATN services are generated by
OFM and others by OUMWA. The narrative on Malaysia (see Box 2) provides a brief illustration of
the work of the Posts in terms of assisting OFWs in distress. This is further illustrated in the caselet
on Riyadh (see Annex A).

The biannual submission of the Reports to Congress follows the minimum required
information format designed to address policy implementation of RA 10022 (An Act Amending
Republic Act No. 8042, otherwise known as The Migrant Workers and Overseas Filipinos Act of 1995).
Most of the information submitted by the Posts is centered on issues and concerns related to
migrant workers. However, there is currently no specific unit or person that is designated to
consolidate data generated by the Reports to Congress.

The creation of such a unit and the designation of a technical working group (TWG) to
determine other data requirements based on policy needs are therefore additional
recommendations of this report.

Activities of the Posts relative to economic diplomacy, political/military diplomacy, and
cultural diplomacy and image building are difficult to quantify as noted in Section Il of this Report.
First, there are many actors involved in building diplomacy and it is not easy to note which benefits
can be attributed to the work of FSPs vis-a-vis other Attachés. To illustrate, the work of the Riyadh
post on the policy advocacy on the Household Service Workers (HSW) in Riyadh is presented (see
Box 3). The caselet on Beijing further illustrates the work of the Posts in terms of economic
diplomacy (see annex B).

Second, most outcomes are intangible and activities contributing to these outcomes are NOT
clearly delineated. Further, outcomes take longer duration to be realized and are public goods. To
illustrate this situation, on the deployment of Filipino Nurses to Madrid is presented (see Box 4).

A third reason for the difficulty in quantifying the benefits of diplomacy is perhaps, the right
data are not captured or historical data and information collected are not analyzed to determine
trends and forecast potential opportunities.

Nevertheless, the DFA currently uses trade statistics to determine the performance of the
Posts, implying that these are outcomes to which the Posts activities contribute to (Table 3.5). DFA
reports show that 66% of Philippine exports go to ASPAC countries and 67% of imports also come
from ASPAC countries.

Table 3.5 Trade and Investment Reported by Posts, by Geographic Areas

Total Philippine Total Imports (USS) Total Trade (USS) FDI (Php

Exports (USS) Millions)
Americas 8,454,731,793 7,125,351,989 15,580,083,782 31,695
ASPAC 32,863,647,172 34,502,381,047 67,366,028,219 106,924
Europe 7,610,756,924 4,861,650,780 12,472,407,704 53,575

Middle East and Africa 765,409,990 5,350,557,547 6,115,967,537 823
Total 49,694,545,879 51,839,941,363 101,534,487,242 193,017

Source of basic data: DFA Annex |, 2011
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Box 3: Labor Policy Advocacy in Riyadh

This example highlights the work of DFA vis-a-vis the other attachés in the Posts —
particularly on Policy Advocacy. In 2007, the Philippines issued a new policy on the
deployment of Household Service Workers (HSWs) overseas. Basically, the new policy sets the
following regulations: 23 as the minimum age of an HSW; US$400 as the minimum entry
salary; no — placement fee policy; possession of a National Certificate Level 2; and attendance
to the OWWA Language and Culture Orientation. Initially, the new policy was met with
strong reservations. It required considerable work from the Riyadh PE and POLO Riyadh to
melt down the reservations by strongly advocating the HSW policy as shown in the Figure
below.

Deployment of OFWs in Riyadh, Saudi Arabia
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With the new policy on HSWs, the number of domestic workers in Riyadh significantly
declined by more than a third from 2006 to 2007, before increasing again in 2009 and reaching
a similar pre-policy level by 2010. It can be noted that even though the number of domestic
workers again increased by 2010, its share in the composition of total OFWs has declined in
favor of more skilled workers. These may be attributed to the policy advocacy and labor
promotion activities of the Riyadh Post which reflects the DOLE position on shifting the
deployment to the less vulnerable, more educated workers.




Box 4: Labor Advocacy in Madrid

Prior to July 2009, 90% of Filipinos working in Spain are in the service sector
comprising of hotel and restaurant workers, domestic workers and home-based caregivers.”
A strategy was hatched to open the Spanish health sector to Filipino health workers. At that
time, it was difficult for Filipino nurses to hurdle the common EU immigration policy. In 2007,
the Philippine — Spain Memorandum of Understanding (MOU) on Migration Flows was signed.

With the MOU serving as a legal basis, the Madrid Philippine Embassy started the ball
rolling to get Filipino Nurses working in Spain. It began by identifying the Basque country as
place of deployment of Filipino nurses (see Figure). It then held a series of meetings with
stakeholders that included the Basque Government Delegation in Madrid, Spanish Ministry of
Labor and Urgatxi, which is the association of homes for the elderly in Bizkaia, Basque
Country. The first phase required close coordination among Madrid PE, POLO PE, and the PH
Hon Con Bilbao.

Process Flow on the Deployment of Filipino Nurses to Spain
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2008 place of deployment Government Delegation in (Association of homes for Honarary Consul and
Madrid and Vitoria and the elderly in Bizkaia, POLO FE
Spanish Ministry of Labor. Basque Country)

Second Madrid PE / POLO

Phase Madrid “1 URGATXl &other « | Conducts company - Employment

2009 Basgue companies - visits - regquirements

v v v
DFA/OEA Instituto Cervantes Nueva Vizcaya LGU
DOLE/POEA |  Sselection of Nurses W
Spanish Embassy, « | Spanish Ministry of
Manila L Labor

Third

Phase el PERER 2| PH Honorary Consul > URGATXI

Madrid
July € I 7
2009

Filipino Nurses
(Arrival in Basque)

Fourth P
Phase Madrid PE ) Assists Filipino > Spanish Ministry of Education

Nurses (Accreditation of Academic Degrees)

One of the benefits derived from this initiative is the opening of the Spanish market to
Filipino nurses resulting in the actual deployment of Filipino nurses. But this benefit was
produced by the collaborated efforts of the Madrid Embassy, the Honorary Consul, the Madrid
POLO and other agencies. Which percent of the work of the Embassy actually contributed to
the employment of Filipino nurses? This unfortunately, it is not possible to determine.

20 DFA, Report to Congress, January to June 2009
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3.2.4 Relationship with Other Agencies

The DFA personnel at the Posts are complemented by the representatives of other
government agencies comprising 150 Service Attachés/Representatives deployed in the different
geographic regions (Table 3.6). Forty-one percent of these Attachés/Representatives are deployed
in ASPAC compared to 27% in MEA, 20% in Europe and 12% in the Americas. Forty-two percent of
the representatives are labor-oriented i.e., DOLE (22%) and OWWA (27%).

It is quite interesting to note that there are only 2 attachés from DSWD compared to 7 from
SSS and another 2 from Pag-ibig since it partly reflects the priorities of the government.

The work relationships of the DFA Posts with that of the other Attaches were highlighted in
the preceding section. On the other hand, their financial relationships are discussed in Section 3.4.

Table 3.6 Service Attachés/Representatives by Agency and Geographic Area, 2012

NGAs Americas ASPAC Europe MEA Total
Department of Agriculture (DA) 1 2 3 1 7
Department of Trade and Industry (DTI) 4 11 8 2 25
Department of Tourism (DOT) 4 6 2 12
Department of National Defense (DND) 2 21 2 1 26
Department of Labor and Employment 3 8 7 15 33
(DOLE)
Department of Social Welfare and 1 1 2
Development (DSWD)
Overseas Workers’ Welfare Authority 2 7 6 15 30
(OWWA)
Pag-lbig 2 2
Philippine National Police (PNP) 2 3 1 6
Social Security System (SSS) 2 2 3 7
Total 18 61 30 41 150

Source: Office of Personnel and Administrative Services (OPAS)

3.3. Honorary Consuls

In addition to the DFA personnel and attaché and their assistants, there are a total of 136
active honorary consular posts spread across the globe: 34 posts in the Americas, 58 in Europe, 16 in
the Middle East and Africa, and 28 in the Asia and Pacific.”* Additionally, honorary consular posts
are being proposed in the following regions: 11 in the Americas, 9 in Europe, 6 in the Middle East
and Africa, and 3 in Asia and the Pacific.

The operations of Honorary Consuls are financed by their own collections. HCs may retain a
maximum of 50% of the income collected for administrative expenses, as provided for in the General
Appropriations Act. The balance is expected to be remitted to the supervising FSP.

The current dearth of data on the operations of the honorary consuls, which prevented any
form of analysis, indicates weak monitoring of the HCs. For this Report, as requested by the research

! As of September 2013

34




team, DFA provided data by regions on the incomes of honorary consulates from 2007-2011.%
These are presented as Table 3.7, and are analyzed in comparison to budgets allocated to the
respective Home Office geographic desks, the embassies in the geographic regions, and the
consulates in the same (Table 3.8-3.10 and Chart IlI-F for the only meaningful ratio, geographic desk
budgets to honorary consuls’ incomes.)

Table 3.7 Honorary Consulates Income by Region (Php), 2007-2011

| 2011 | 2010 | 2009 | 2008 2007 TOTAL
Americas 3,166,699.57| 5,237,640.70 3,818,270.27| 2,412,331.72 2,155,664.41| 16,790,606.67
Asia Pacific 11,173,306.5214,642,242.7111,679,968.13 9,068,694.71 9,973,380.31| 56,537,592.38
Europe 8,270,687.19 9,228,718.02| 8,948,154.66| 7,088,027.55 7,360,935.27| 40,896,522.69
Middle East and
Africa 571,771.68 577,005.80  57,523.01  400,272.39  202,96855  1,809,541.43
TOTAL 23,182,464.9629,685,607.2324,503,916.07 18,969,326.37 19,692,948.54 116,034,263.17

Source: DFA Database

Table 3.8 Ratio of Budget of Home Offices, DFA Geographic Desks to Honorary Consulates’
Income by Region

_ . 2011 | 2010 | 2009 | 2008 | 2007 | TOTAL |
Americas _ 16.93 28.43| 2459 19.33 20.19, 22.15
Asia Pacific 37.60 55.75 45.12 44.08 55.39 46.94
[Europe ' 36.44 42.74 51.68 47.45 65.84 46.62
Middle East and Africa ' 3.86 4.22 0.46 3.90 2.81 3.10
TOTAL 26.98 37.12| 34.45) 32.56 41.82| 33.89

Source: DFA Database

Table 3.9 Ratio of Budget of Embassies to Honorary Consulates’ Income by Region

2011 2010 2009 2008 2007 TOTAL
Americas 0.66439925 1.108864 0.836837| 0.615963 0.674469 0.793324
Asia Pacific 0.82938483] 1.139801 0.98968| 0.831056, 1.148155 0.979539
Europe 0.54534437 0.57946| 0.605175 0.500143| 0.772174| 0.587735
Middle East and Africa 0.04921493| 0.050446, 0.005097, 0.041257 0.027222 0.035137
TOTAL 0.5149153 0.660646|, 0.577438 0.490131] 0.682092| 0.580271

Source: DFA Database

For the period between 2007-11, the incomes of Honorary Consuls are highest in the Asia-
Pacific region (P56.5 million), followed by Europe (P40.9 m), the Americas (P16,.8 million) and
Middle East and Africa (P1.8 million). To show weak monitoring, these incomes do not seem to be
regularly collected by the FSPs from the HCs.

2 Letter of Undersecretary Rafael E. Seguis to Federico M. Macaranas, dated 09 May 2012, received 28 May
2012, containing various data on Honorary Consuls and Foreign Service Posts. The research team suspected
errors in the data recording and called attention to huge discrepancy in 2007 data for Asia-Pacific which DFA
subsequently corrected; the unusually low 2009 number for Middle East and Africa seems to be explained by
low collection efforts in that year, surprising for a period of global economic recovery.
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Table 3.10 Ratio of Budget of Consulates General to Honorary Consulates’ Income by Region

2011 2010 2009 2008 2007 TOTAL
Americas 0.43588912 0.725766, 0.552953) 0.394024 0.441256, 0.518317
Asia Pacific 1.59546185 2.072361 1.717276 1.537273 2.492217 1.837358
Europe 443247452 5.005868 5.135063| 4.370119 5.676274 4.885623
Middle East and Africa 0.29146744 0.292401 0.030202) 0.223363 0.149661 0.201332
TOTAL 1.2811014 1.640169| 1.412015 1.228944| 1.706483 1.440985

Source: DFA Database

While the table given to the ZBB research team does not indicate when HC posts were
vacant during the 2007-11 period, the five-year period shows a disturbing absence of data for most
of the HCs, except for four in the Americas (Mexico, Toronto, Vancouver, and Washington, D.C.),
five in Asia Pacific (Canberra, Jakarta, New Delhi, Tokyo, and Wellington), eight in Europe (Ankara,
Berlin, Berne, Madrid, Moscow, Oslo, Paris, and Vienna), and one in Middle East and Africa
(Pretoria). It could be that these fully reporting posts already consolidated the HC incomes within
their jurisdictions, but the table submitted had data on some HCs submitting income reports for only
one year (10 HCs), or two years (5 HCs ), or three years (3 HCs), or four years (6 HCs) during the five
year period. Table 3.11 shows the frequency of reporting by the HCs in the four geographic regions
through the five year period

Table 3.11 Number of Honorary Consulates reporting incomes for 2007-2011 by frequency

lyear 2years 3 years 4years 5years

AMERICAS | 3 | 12 | 1 | 1 | a4
ASIA PACIFIC 2 2 | 1 | | 5
EUROPE | 2 | 1 | 1 | s | 8
MIDDLE EAST & AFRICA 3 1 1

Obviously, tighter management, monitoring, and control are required with respect to HCs.
It is not clear if official receipts issued by HCs are universally applied, regularly vetted by DFA, and
properly audited for the maximum 50% share of income permitted by the GAA.

How do the HC incomes compare with the various budgets of the Home Office geographic
desks, the Embassies and the consulates in the regions? Table 3.8 shows the incomes of Honorary
Consuls in Asia Pacific cover a mere 1/47 of the home office budget of the Office of Asia-Pacific
Affairs. In other words the home office budget is 47 times the income collection of HCs there. The
corresponding data for Europe is similarly the same relative to the budget of the Office of European
Affairs.

Likewise, the honorary consuls income in the Americas cover 1/22 of the budget of the
Office of American Affairs while HCs in Middle East and Africa cover 1/3 of the home office budget of
OMEEA, the best example of cost effective operation using this metric.

36



It is noteworthy to mention, nevertheless, considering that Honorary Consuls finance their
own operations, there is a need to study their operations more comprehensively to determine how
they could be used more advantageously by the DFA. This is especially important as some Posts are
closed down. The review can be conducted internally by the Department or outsourced to PIDS or
other entities.

3.4. FSP Budget and Financial Procedures

This section looks at the financial transactions of DFA Head Office (HO) and Foreign Service
Posts (FSPs) focusing on: budgeting and budget implementation; setting up working funds and its
utilization; and accounting and monitoring systems.

In addition, it looks at the financial processes of other national government agencies with
attachés in the Posts (e.g. DSWD, DND and DTI) and their effects on DFA’s financial position. Lastly,
the report discusses DFA’s Passport Services, which is central to the major financial issues pertaining
to budgeting, funds utilization, accounting and monitoring.

In the evaluation of the financial component of the project, all items (such as executive and
legislative mandates, organizational structures, systems and processes, budgeting and accounting
practices, consular services that are both revenue generating operations and non-revenue
generating services and other businesses, personnel, staffing, assignments and others factors
affecting the principal agency, the DFA) were reviewed for its impact on the agency’s budget and
finances.

DFA financial statements audited by COA was used extensively to determine, among others,
the effect of the shift to e-NGAS of the presentation of the accounts of DFA and the extent the un-
reconciled balances before the adoption of e-NGAS affect the DFA’s real financial standing.
Confirmation of the results of operations, processes and work flows initially gathered from the
literatures of DFA and most current audited financial statements were sourced from DFA.

3.4.1. The Budgeting Process

The budgeting process begins with a budget call from the Office of the Fiscal Management
(OFM) to all the home office departments and the FSPs (Figure 3.3). A budget template is provided
by OFM to all. Filled up budget templates by FSPs are submitted to OFM.

Regional Consular Offices (RCOs), on the other hand, submit filled up budget templates to
the Office of Consular Affairs (OCA). The required budget templates are mainly for Personnel
Services (PS), Maintenance and Operating Expenses (MOOE) and CO.

The FSPs provide a list of personnel at the post with the corresponding salaries and
allowances. A separate budget form is filled up pertaining to maintenance and other expenses and
proposed capital outlays. No rationale, justifications or statements about work plans and other post’
objectives are provided and there is no template for it. FSPs also submit
information/documentations on existing properties of the posts on properties that are merely
leased or rented.
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Figure 3.3 Budget Preparation Process within the DFA and Foreign Service Posts

Home Office
OFM OCA RCOs FSP Departments OUA/OSEC
Céli
fOrbudget  Ly| Prepare budget Prepare budget |__|Prepare budget |__|Prepare budget | __|Prepare budget
proposal proposal proposal proposals proposal proposals
Consolidate Consolidate
budget RCO budget e
proposals proposal with S
Prepare : — »
agency Prepare agency
proposals proposal
Review agency
budget
proposal
Legend:
OFM - Office of Fiscal Management Submit agency
OCA - Office of Consular Affairs budget
RCOs — Regional Cansular Offices
proposal

FSP —Fareign Service Pasts
OUA — Office of the Undersecretary for Administration
OSEC — office of the DFA Secretary

In most posts, there are agencies with attachés that occupy office space, utilize janitorial,
security, transportation, messengerial services of the post. These agencies accommodated at the
FSPs are DOLE, DND, DTI, DSWD, DOT, among others. The issues that arise from these arrangements
cover cost sharing and, therefore, mode of reimbursing DFA as these have significant effects on
DFA’s budget and consequential bearing on the resource utilization of DFA.

These arrangements have yet to be reduced in writing and a standard mechanism for
automatically charging the agencies with attachés are not yet in place. The receivables arising from
unreimbursed “advances” by DFA to the agencies with attachés amount to about P180M at present
and multi agency meetings are to be held just to discuss possibility of DFA collecting the reported
amount. It is also not certain if the amounts are recognized as liabilities in the books of the agencies
with attachés.

Since at the beginning of the budgeting process, there are expenses that are provided for by
the FSPs without consultation with the other agencies with attachés, there are DFA resources that
ultimately accrue to the agencies with attachés, partially or in great part. DFA and the agencies with
attachés independently and separately prepare budgets without coordinating, at the foreign posts,
common activities being budgeted for.
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The agencies with attachés prepare separate budgets and independently from the host
agency, DFA even for very similar activities such as assistance to national and promotion of
economic and political interests (Figure 3.4). If there is a one country approach team that is
expected to permeate all the activities of DFA and the agencies with attachés, this is not taking place
from the budgeting and, expectedly, to budget utilization.

The DFA provides for the expenses where there are no existing agreements on cost sharing.
With the scarce resource available to DFA, it is not sustainable for DFA to continuously advance
expenses to agencies with attachés without creating a strain on its own budget and financial
resources. The DFA is expected to initiate billing the agencies with attachés otherwise no obligation
is recognized by the agencies with attachés. Barring any billing from DFA, the booked receivables by
DFA are not recognized as liabilities by the agencies with attachés leading to large uncollected
receivables from the various agencies with attachés in the books of DFA. This situation will persist in
the absence of a cost sharing mechanism and automaticity in the reimbursement of DFA advances.

Figure 3.4 Budget Preparation Process of DFA and Other Agencies

«PS
FSP « MOOE
«CO
Labor Attache .PS
Commercial Attache ° 25
* Rent

Social Welfare Attache «ps

Military Attache * PS

Other Attaches e PS

22222/

The filled up budget templates from the FSPs and various home office departments are
submitted to OFM. RCOs, however, submit their budgets to OCA. OFM and OCA consolidate the
respective budgets received and submits these to the office of the Undersecretary that further
consolidates the budgets and submits these to the Secretary for presentation to congress.

No further review or budget presentation is held at the home office departments, FSPs and
RCOs. Once the budget is approved by congress, the Department of Budget and Management (DBM)
provides for the amounts allocated periodically or as requested by the DFA.
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3.4.2. Working Funds of FSPs

The cash allotments for some FSPs are not remitted to the receiving banks of the post but
are instead charged against retained collections by the posts (Figure 3.5). For some posts in the
United States, the DFA head office remits the allocations to the PGC in NY and it is the PGC that
distributes the funds to the FSPs that it supervises. FSPs are authorized to open bank accounts in the
host countries. Current, savings and time deposits may be opened by the posts with the
ambassadors or consuls (head of offices) and the designated finance officer as signatories.

Figure 3.5 Setting Up of Working Funds of FSPs

FSP retains collections
deposits in own bank
account

OFM transfers

Sufficient?
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The total working funds of the FSPs are sourced from their retained income collections, if
the FSP is cash sufficient, and from the cash allocation received from the DBM, if cash deficient.

The retained income collections are revenues from consular activities, principally from
passport issuances/replacements by the posts. The posts, instead of remitting these to the head
office, deposit the funds in their respective bank accounts as working funds. This arrangement may
have been institutionalized at DFA in the past when remittances where, one, expensive, and, two,
very cumbersome.

The FSPs require working funds in the currency denomination of the host country, thus, the
working balances maintained by the FSPs are either in US dollars or in third currencies.

When the home office remits funds to the FSPs, these are in US dollars. There is a reference
rate used by the DFA and its FSPs for Peso/dollar conversions. The conversion rates are based on
BSP’s reference rates adopted by DFA. Outside the United States, however, FSPs have to necessarily
convert the US dollar in third currencies. The dissimilar conversion rates used at the time of
remittance — where the peso dollar rate is fixed — and the conversion of the USD to third currencies,
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create occasions for exchange gains and losses. The DFA receives reports of the dollar third currency
conversions but is not able to monitor if the exchange rate used for the USD third currency
conversion by the FSPs are based on current rates.

RCOs likewise keep or maintain balances as working funds from which salaries, maintenance
and capital expenses are charged. RCOs prepare reports that are then submitted within ten days
after the end of a reporting period. The bank balances of each RCO and FSP are not reconciled by the
OFM.? Reconciliation of bank accounts is left to the FSPs and RCOs.

The reports that are submitted by the FSPs and the RCOs regarding financial transactions
cover transactions of the previous month and delays in reporting occur. Analyses of accounts
reported become difficult because of the time lag between transaction dates and reporting dates.

3.4.3. Accounting and Monitoring Mechanisms

Accounting is centralized at OFM. OFM accounts for all transactions by the head office and
the RCOs and FSPs. The preparation of accounting entries for transactions is twofold:

e asthese are incurred, mainly at the head office, OFM originates the entries; and
e asthese are responded to for FSPs and RCOs. The two offices originate the entries.

Accounting promptly for activities as these are incurred eliminate any time lag between
reporting and recording. This immediately alerts recipients of reports and eliminates mush of the
reconciling activity that may ensue. Even if there are reconciliations to be made, recall is easier and
can be depended on to make records more accurate or precise.

Much of the qualified transactions and accounts reported by COA pertain to the accounts
that are merely responded to by OFM. Fees from passport services, utilization of working funds,
conversion or collection rates used receivables from agencies with attachés many others.

There is difficulty in reconciling these accounts as OFM will have to trace transactions from
source. Since the sources are FSPs and RCOs, the distance makes verification and review of accounts
difficult. Analyses of accounts and monitoring, at least of cash balances, are not yet in place.

2 Among the recommendations to render effective accounting, monitoring and analyzing financial
transactions of DFA, was to centralize accounting at the OFM. Included in the centralization of all accounting
transactions is the maintenance of foreign account balances of the FSPs to avoid incurring forex differentials
that must be monitored reported and continually analyzed and reconciled between the posts and OFM. At the
least, there will be no lag time between funds utilization and reporting and at best, no COA findings or
qualifications on un-reconciled and/or undetermined forex differentials will

Centralization of financial and accounting transactions at the head office, except for small infrequent or
undetermined expense items — which can be addressed by imprest petty cash balances at the POSTs -will likely
eliminate dated, un-reconciled and indeterminable balances* that places the integrity of the financial
condition of DFA in doubt.

*From COA report of 2010.
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3.4.4. Financial Processes of Attachés (e.g. DOLE, DSWD, DA, DTl and DND) vis-a-vis FSPs

Once at the post, the attachés, most of the time, set up offices at the FSPs. Except for DOLE,
DND and DTI, that assumed that utilities costs are reimbursable to DFA, the rest of the agencies with
attachés do not have existing arrangements with DFA on cost sharing for operational expenses. Even
if aware of reimbursing the DFA for utilities’ costs, the agencies expect a billing to be initiated by DFA
before compensating DFA. Since DFA booked receivables from the various agencies, without any
billing or statement from DFA, the obligations are not recognized by the agencies with attachés.
There is no uniform charging and no conformity by the agencies with attachés on what may be
charged and reimbursed to DFA.

The various agencies with presence at the Posts prepare their respective budgets
independent and separate from the budgets of the FSPs. Even with a One Country Team Approach,
the genesis of similar activities at the posts, the budget, is not harmonized. No input from the
various agencies is considered by the FSPs in the preparation of their budgets and, conversely, the
concerned agencies do not get inputs from FSP or DFA for its own budget.

As each agency sees a need to post attaches at the various FSPs, an attaché is sent at the
posts. The Heads of the FSPs merely act as hosts to the agencies with attachés’ representatives.
There are agencies, too like the DOLE and DTI that rent and hold office separate from the FSPs. The
daily interaction that occurs when the FSPs play host to the agencies with attachés is absent where
the agencies operate in separate locations.

The head offices of the agencies with attachés have yet to regularly coordinate with their
counterparts at DFA home office to harmonize/synchronize and operationalize the One Country
Team Approach. According to the agencies with attachés, responses to crises allow the DFA and FSPs
and the agencies with attachés to address crises but only in reaction to the occurrence and on an ad
hoc basis. The representatives from the various DFA and the agencies with attachés conceded that
these are the occasions when the One Country Team Approach operates.

Differing implementing procedures are adopted by the agencies with attachés when it
comes to setting up working funds for their attaches, and the procedures follow:

e DOLE provides the attachés a working fund equivalent to their three month budget and as
the budgets are drawn down, these are replenished upon reaching a minimum balance;

e DSWD provides its attachés, one in Malaysia and in Riyadh a working fund equivalent to
three months. DSWD allows the working funds to be utilized and only remits funds for the
subsequent quarter;

e DA provides a three month working fund and its attachés are mostly with multilateral
agencies;

e DND provides a monthly working fund, a recent development on account of the many
changes it effected recently, that it replenishes once the attaché has liquidated the advance
fully; and

e DTI provides for a fund for maintenance and other operating expense only. Salaries are
remitted to the attachés directly from the head office.
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DFA allows building up of working funds by FSPs from retained collections from consular
activities. Fiscal reporting is ten days after the end of the fiscal period.

3.5. Passport Services

The DFA Office of Consular Affairs (OCA) submits a budget for accountable forms that
includes MRPs, MRRPs and E-passports. With a new passporting system in place, the blank MRPs and
MRRPs are kept at OCA and the blank E-passports are kept at the OCA E-Passport Personalization
center (EPC) at the BSP SPP complex at Quezon City.

The blank MRPs and MRRPs that are with OCA are issued, according to OFM, for extremely
urgent passport applications which cannot be met by the E-Passport turnaround time. It cannot be
ascertained how DFA determines or identifies clients that have very urgent needs for passports
much earlier than the E-Passport turnaround time and how much the clients are charged for
immediate access to passports. >* Likewise, it has not been determined if coordination with other
government offices have been made with respect to the differing passports to allow the other

government agencies to respond to nationals regarding accessing a seemingly “fast lane”.

Presently, for Passports, OCA is responsible and accountable for procurement, processing of
passports, inventorying the old MRPs and MRRPs, head office passport services and transmitting
passports to RCOs and FSPs (Figure 3.6). OCA, when designated OSEC alternate, is charged with the
determination of the passport and other consular fees, among others.

From the DFA officials, budgets for the procurement of the MRPs and MRRPs have been
provided for in the 2013 budget. It is unknown when the MRPs and the MRRPs will be finally phased
out.

As it is, there appears to be two systems instead of just one in the past for passporting
services.”® The old one was using the MRPs and MRRPs and the current are the E-Passports. This has
implications on manpower, other costs and monitoring aspects for inventoried blank passports and
holders thereof. There is significant manpower devoted to passport services (Figure 3.7). ” From the
DFA plantilla, about a third is with the consular services section and another fourth with the
administrative section. Given the number of personnel devoted to the administrative and consular
offices, there is  sizeable revenue generated from passport services alone. The procurement,
transmission of the physical passports to various offices and finally to its redemption is undertaken
by the administrative division, by OCA, principally and OFM for the recording and accounting.

** The circular on the issuance of MRPs was not available at the time of the engagement.

® No available circular or memorandum agreements concerning DFA passports of consular policy was
reviewed nor discussed during the consultations.

*® There is no doubt about the implementation of the ePassport system at the Home office and FSPs. The
existence of the MRRPs and MRPs, inevitably lead to having to mind issuances of the latter alongside
ePASSPORTS

’ The increase in personnel noted was with respect to the DFA Head Office Sector tasked with passporting
services only. This was also the beneficiary of the automation project for passport services.

43



Figure 3.6 Passport Activities for MRPs and MRRPs
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Figure 3.7 Passporting Procedure for E-Passport
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The process flow at FSPs for passport transactions is shown in Figure 3.8. FSPs receive
physical passport from OCA, reports cash received from clients to OFM. Time lag between payments
at point of application to time of release is about 15 days turnaround time for reporting to OFM.

OFM is responsible for receiving the fiscal reports of FSPs that indicate, among others,
amounts received from passport applications. The budget office, meantime, deducts amounts
received by FSPs from respective allotments against passport proceeds retained by the FSPs.

Figure 3.8 FSP Passport Workflow
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At any time, the amounts of the passports versus the funds received by DFA and its offices
do not tally. The reasons follow:

a. Clients pay upfront before the passports are delivered.

It takes at least two weeks before the passports are delivered to client.

c. Passports sourced locally are charged a uniform rate of P950 and those abroad are at
S60 or its third currency equivalent.

d. There are two offices handling and accounting for passports, OCA and OFM. There are
lag times between physical transfers and payments and receipt of reports from various
DFA offices on passporting transactions.

e. No monitoring of physical passport and corresponding cash takes place on time and real
time to eliminate any deficiency and differences in cash balances.

In 2012, P 3.2 billion was generated from passport services of this amount; P 1.5 B is
attributable to the consular activities of the FSPs. Because of the retention of collection at the FSPs
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and RCOs, this amount was kept as working funds from passports alone, at the FSPs. While DFA
budget appear to be declining, the passport services and other consular fees are increasing. *®

Annex C presents a report from DFA OCA on how outsourcing various activities in the
process flow of e-passporting can be effected.

3.6. Opening and Closing of Posts

In early 2011, the Department of Foreign Affairs announced that seven embassies (i.e.
Bucharest, Caracas, Dublin, Havana, Helsinki, Koror and Stockholm) and three Philippine Consulates
General (i.e. Barcelona, Frankfurt and Saipan) were to be closed with the aim of “redirecting the
resources of the Department of Foreign Affairs to areas which needed reinforcement or
strengthening and to help retool the Foreign Service corps”.

The Technical Working Group formed to assess the Foreign Service Posts used the Three
Pillars of Philippine Foreign Policy and the criteria for establishing Posts outlined in Section 12 of RA
7157 as lens in identifying which post to close:

1. National Security
1.1. Lack of or decreasing cooperation on political matters (indicated by a relatively low
number of bilateral treaties and agreements);
1.2. Lack of bilateral exchanges at multilateral and regional fora; and
1.3. Lack of reciprocity
2. Economic Security
2.1. Negligible and stagnant or decreasing volume of bilateral trade and investments,
and where prospects do not appear favorable and
2.2. Nil or low or stagnant tourism arrivals
3. Protection of the Rights and Promotion of the Welfare and Interest of Overseas
Filipinos
3.1.Negligible or decreasing number of Filipino citizens.

Accordingly, the Posts were said to have small Filipino populations who are mostly either
permanent residents or have acquired citizenship from the host country and thus require minimal
Assistance-to-Nationals services. In particular, the need for the European Posts is reduced by the
extensive European Union (EU) labor laws that safeguard the rights of foreign workers and the
European social welfare system contributes to the efficient promotion of the welfare of Filipinos.
Likewise, the sizes of trade in all of these posts are also relatively small.

*® OFM can ask all departments to submit reports but OFM is created not to simply remind departments to
submit reports but to account, monitor and analyze accounting data as well as reports of the entire DFA.

OFM is impeded in doing such for the following reasons:

For passporting activities, OFM merely receives reports from FSPs of issued passports, at any one time, the
data needs reconciling with that issued by BSP e passport which is under OCA. The triangulated accounting and
monitoring aspect of the passporting services (OCA, FSPs, OFM) creates a need to determine the office
responsible for determining how many passports were requested, paid for and actually issued.

46



It was noted that the resources acquired as a result of the closure “will be realigned towards
the strengthening of other Posts particularly those that have numerous Assistance-to-Nationals cases
such as in the Middle East. The strengthened posts will now have better capability to serve those who
do not enjoy equal application of local labor laws. Furthermore, the closure will allow the
Department to have the budget to retool personnel in order to enhance their knowledge and skills” .

According to DFA, the closing of post was not intended to generate public savings but simply
to redirect resources. This is certainly true because the estimated 70 personnel® affected by the
closure of Posts were transferred to other Posts and therefore did not really generate actual real
savings for the government.*

The six indicators or criteria used by DFA to identify the posts for closure did not include any
weights and thus it is difficult to ascertain which ones were prioritized. For instance Tokyo PE
generates the 3™ highest number of tourist arrivals facilitated by 57 personnel (the highest among
all Posts). However, Seoul PE generates the highest number of tourist arrivals with only 20
personnel while Berlin PE which is ranked number 11 in terms of tourism arrivals has 19 personnel.
Could increasing the personnel efficiency of Tokyo PE to the level of Seoul PE be an alternative
strategy to the closing of small Posts?

In another example, Berne PE serves almost the same number of Filipinos as Koror PE but
Koror PE generates positive trade surplus while Berne PE does not. If trade and tourism is the
government’s priority, strengthening trade with Palau would make more sense considering its
positive trade surplus. However, the indicators for closing of posts did not signify any priorities.

It was noted that the extreme importance of Berne PE is justified by the “position, power
and clout of Switzerland”. Indeed this may be a vital perspective that is easily comprehensible to
people in the Foreign Service. If political diplomacy is the government’s priority, then keeping of the
Berne Post would certainly make sense. Unfortunately, it is quite vague to others who are
uninitiated and who therefore raise the questions, “What benefits does the Berne PE actually
generate for the country?” and “In the criteria for closing of posts, in which indicator does Berne PE
score highest to justify its existence?”

It should be noted, however, that this analysis is based on the documented criteria for
opening and closing of posts. Perhaps the study undertaken by DFA on the closure of the different
posts would have provided more comprehensive criteria but unfortunately this was not made
available for the study.

Solely based on the criteria, it would seem that intangible factors such as the diplomatic or
economic potentials or opportunities that the posts can realize, have not been given equal
consideration as the tangible factors such as the number of Filipinos served. This finding may also
reflect the inadequacy of organizational performance metrics of the posts. And thus, this report
notes the need to revisit the criteria for opening and closing of Posts.

*The 70 personnel are the Officers (18) and Staff (52) and do not include the local hires.

** The amount involved consisted of Php295,531,000 from personnel services (7% of total PS for all Posts),
Php129,852,000 from MOOE (8% of total MOOE for all Posts) and Php 6 million from capital outlay (8% of total
for all posts).
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3.7. Findings and Recommendations on FSP Work and Financial Operations

Based on the discussion of the work and financial operations of the Foreign Service Posts,

the following conclusions and recommendations are forwarded:

1.

Operationalize the One country Team Approach and include a DBM representative as a
member.

The work involved in implementing the three pillars of foreign policy involves different actors
with particular expertise, not just the personnel from DFA. Thus, close coordination and
networking is critical to the success of the Philippine foreign policy. However, it appears that
Posts personnel are sometimes not aware of the activities of attachés and vice versa. The One
Country Team Approach can help ensure that DFA personnel are aware of the functions and
programs of the other agencies with attachés, updated on general statistics of the Philippines
(e.g. unemployment rates, skills available) so that they can match it with opportunities for
placements abroad and knowledgeable about opportunities in the Philippines to enable them to
become good salesmen.

Further, there is also a need to somehow quantify the contributions of each agency with regard
to each of the three pillars of foreign policy. Collectively, FSP Heads and the different attachés
should undertake a study to quantify the respective value addition of their work in specific
stages of the value chain of foreign policy vis-a-vis the value addition of the attachés. This would
help establish the benefits created by having a Post in a specific place.

In addition, the independent and uncoordinated preparation of budgets and work plans of the
FSPs and the attachés must be eliminated and this can be done through the One Country Team
Approach.

Rationalize and Harmonize Human Resources assigned/hired at various posts

Majority of staff in posts are assigned to do routinary and administrative tasks and only one or
two personnel are assigned in the more difficult work of providing ATN services. At the same
time, about three-fourths of budget of FSPs are earmarked for personnel services and about 90%
of this PS is for overseas allowance and living quarters.

Since a large proportion of Posts’ budget go to personnel allowances, it is critical to ensure that
the overseas personnel are assigned in more substantive and high value-creating activities such
as creating diplomacy and providing Assistance-to-Nationals. At the same time, it is also critical
to find the Pareto Optimum in terms of the number of personnel in the certain Posts i.e.
reducing the number of personnel in Posts without reducing the benefits and services provided
to the Overseas Migrant and Worker Filipinos.

There are maybe two clear options to attain this goal: outsourcing routinary and administrative
work and maximizing the use of business and IT technology. Outsourcing routinary and
administrative work to either home office or to a BPO company can potentially reduce the
number of personnel assigned in routinary and administrative. Maximizing the use of business
and ICT in providing routinary services to clients also has the potential to drastically reduce the
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need for people providing administrative services (e.g. online forms, direct payment of passport
fees to banks, among other services).

Obviously, DFA particularly OPAS already recognize the applicability of outsourcing in certain
areas since it has done this at the Home Office. It maintains however that there is a need for
caution on implementing outsourcing without the necessary preparation and studies to identify
possible conflicts as well as convergence of interests. It also underscores the need to find the
correct mix of seeking private sector profit vis-a-vis delivery of public services.

3. Standardize establishment of working funds at the various agencies with attachés including
the FSPs.**

This recommendation is similar to recommendation number 2 but rather than focusing on
human resources, it focuses on working funds. To address the issue on working funds arising
from retention of proceeds from consular services including passports, costs especially of
manpower, systems and monitoring of physicals and fees, two options are recommended:

e The use of technology, SAP in particular, to track physicals and cash or payment of fees
through online or SMS; and
e Qutsource part, if not all, of the passport services and focus instead in monitoring and

III

attending to the “real” consular and other services of HO and the posts, RCOs included.

In the second option, it is recommended to undertake a financial analysis of the cost of
producing passports versus the amounts charged the clients. From the data given by OFM and
OCA, cost of producing the passport, just the physical form without other overhead costs is P650
as against P950 and P240 for locals and foreign clients, respectively.

It would be advisable to look beyond the manpower costs and other overhead expenses
attendant to passports. The most debilitating expense, the author sees from DFA keeping the
function is devoting very good diplomatic resource to a highly repetitive, frequently recurring
administrative transaction which may be devolved or outsourced or if that is not feasible,
acquire a better technology to track physical and cash simultaneously.

4. Centralize accounting and monitoring at the Home Office (i.e. OFM)

Presently, however, with technology, funds may be transferred anywhere in the world online
and real time negating the need for retaining significant amounts at the posts. It may be more
efficient to centralize and account for the funds at the head office headed by an
experienced/seasoned accountant. This will eliminate time lags between the transaction date
and the reporting /accounting date negating any reconciliation or differences in currency
conversion rates. At best, this arrangement will avoid, at any time, exceeding allocations beyond
what is authorized by law.*

* This can be addressed by the program for passporting services. Nonetheless, no one department is tasked
with reconciling the difference of unmatched physicals and cash.

*2 There is no basis for determining FSPs cash balances at any one time. Cash balances arise from collections
for consular and other services which are ostensibly com mingled with funds coming from remittances at the
head office.
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This scheme will address a timely conduct of financial audit with accounts readily verifiable
erasing doubts on the completeness and accuracy of the balances of accounts affected.

Allow write offs of accounts more than ten years old, but continue the investigation and
collection efforts.

Rationalize criteria for opening and closing of posts

The present criteria for the creation or termination of Posts, although well within mandates,
may need to include intangibles (e.g. political, economic and technology listening posts) and
potential opportunities (e.g. opening of new markets for bananas).

Currently, though they may have a sense of it, most top policy and decision makers may not be
particularly clarified on what these intangibles are. DFA has to guide them on these aspects
particularly on quantifying contributions to outcomes (see recommendation no. 1).

Enhance knowledge management related to FSPs

While a lot of data are collected by the Posts, it is not well organized (i.e. information can be
found in different reports and places). There is also is a lack of historical data that would allow
trending or forecasting. At the same time, there is a dearth of foreign policy studies that could
make use of data and information that are collected or can be collected by the Posts (i.e. if they
are directed to find information).

Therefore, it is also recommended that organization and analysis of data collected by the Posts
be improved to make them useful for policy and development planning.

Allocations are snap shots of what FSPs can utilize in a given budget year. Cash balances, however, are flows.
Admittedly, there is a lag time between cash receipt and actual reporting.
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Section IV: International Commitment Fund (ICF)
4.1 Introduction

The ICF is provided for under the General Appropriations Act (GAA) and is the source of
Philippine contributions to international organizations (I0s) and funding for hosting international or
regional conferences. The ICF Ad-Hoc Inter-agency Review Panel, created June 2010, is co-chaired
and administered by the Department of Foreign Affairs (DFA) and the Department of Budget and
Management. This was upon the initiative of DFA-UNIO to improve the administration of the ICF,
especially in the preparation of the annual ICF budget. The move was prompted by the ballooning
arrears incurred by PH as a result of the devaluation of PH peso against US dollars, increasing
membership contributions but decreasing budget allocation, lack of a permanent review body to
evaluate items in the ICF, lack of clear communication pathways, among others. However, the ICF
budget is separate from the operational budget of the DFA (See Table 4.1).

Table 4.1 International Commitments Fund Appropriation over the years (in thousand pesos)

International International Commitments

Commitments Fund (ICF) | | Fund (ICF)
1996 1,103,549 2004 1,806,584
1997 885,250 | 2005 1,800,584
1998 1,052,644 2006 1,900,584
1999 800,000 | 2007 1,908,084
2000 850,000 2008 1,908,084
2001 850,000 2009 1,595,215
2002 776,263, 2010 1,677,215
2003 776,263, 2011 3,174,820
2012 2,683,248

1 The total ICF requirement for 2002 was Php 1,831,749,000
2 The total ICF requirement for 2003 was Php 1,755,939,000
3 The budget for FY 2006 was not passed

Source of data: Department of Foreign Affairs

The contributions are commitments or obligations of the Philippine government for the
following:

1. Membership assessment in I0s — annual mandatory contributions that the Philippines pays
as a member of an international organization, with the amount determined by a governing
body of an international organization

2. Counterpart contributions to offices of 10s based in RP — with the amount determined by
mutual agreement between the Philippines and the 10
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3. Hosting of international conferences —the ICF provides supplemental funding to the
appropriate agencies for hosting international/regional conferences, but hosting is subject
to the approval of the President in accordance with the Special Provision No. 2 of the ICF.

Due to the need to optimize utilization of limited government resources and optimize
benefits vis-a-vis costs, the Ad Hoc Interagency Review Panel composed of the DFA (chair), DBM (Co-
Chair), Department of Finance, National Economic Development Authority and the Office of the
President as members has been constituted to review administration of the ICF.

The Review Panel is tasked to evaluate the budget requests from focal agencies for funding
under the ICF based on established guidelines; conduct consultations with these agencies to support
its review and evaluation tasks; recommend to DFA Secretary for endorsement to DBM the
corresponding budget proposal for ICF appropriations required for the ensuing year; and
recommend measures to improve the administration and management of the ICF.

4.2 Process Flows of Transactions: Input-Process-Output-Outcome

Based on the discussions and review of reports of various line agencies, there are three
processes involved in membership assessments, counterpart contributions and hosting of
international conferences: 1) requests by Heads of Government Agencies to enter into new
commitments and/or hosting of international conferences; and 2) budget preparation; 3)
release/disbursement of funds. It is also important to have an understanding of the procedures
involved in the management of the ICF.

In this regard, the Input-Process-Output-Outcome framework introduced in Section Il of this
Report is used here in order to track resources and products or services within the DFA for this ICF
review (Table 4.1).

Table 4.2: Input-Process-Output/Outcome Template

SAMPLE ICF METRICS

Output (tangible, intangible,

Input Process . L Outcome
direct and indirect)
Hosting Conferences | e  Preparatory e Amount of Philippine e Welfare indicators of
research on projects funded through economic

Budget:

Personnel, experts
Operations and
Maintenance
Capital (if any)

Membership
Contributions

country strategy
for assessing
Philippine net
benefits or cost
effectiveness

Conduct of or
attendance at
conferences and
meetings: extent
of networking
created, projects
proposed to
benefit the
Philippines

meeting or conference
(scholarships awarded,
facilities set up,
institutional linkages
created, etc.)

Realized net benefits or
cost effectiveness
measures

Productivity or efficiency
of projects

Project output indicators
relative to benchmarks
including timeliness and
consistency with PDP
2011-16 goals

development,
including human
rights

Effectiveness
Positive Image
projected; other
intangibles

Safety and security;
peace and order
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It shows sample metrics of both hosting of conferences and payment of membership
contributions, from the budgetary inputs involving human and other resources, through the
processes of conceptualizing and quantifying the benefits to the country, and getting outputs and
achieving outcomes consistent with the President’s Social Contract, the PDP 2011-16, etc. Table 4.2
shows a sample filled up template.

4.2.1 Inputs

In addition to the approved budget, the DFA provides its Foreign Service personnel,
expertise, physical space and other resources in the administration of the ICF and in having the
budget approved by Congress and Senate for each |0 membership and international conference to
be hosted by the Philippines. In terms of representation to international conferences, the FSPs
represent the country to advance its agenda which should be clearly aligned with the President’s
KRAs as further supported by the PDP 2011-16 goals. In addition, the FSPs also represent focal
agencies that cannot send delegation to a particular international or regional conference (See Figure
4.1). The DFA-FSPs also help lay the groundwork for negotiations including entering into quid pro
quo arrangements through corridor, informal and formal meetings. This however, is not clearly
reflected in the cost-benefit analysis.

Figure 4.1: Value Added of DFA-FSPs

INTERNATIONAL COMMITMENT S FUND (ICF)

Payment of Contribution 10 an International Organization (10)

Step 11 Step 2
10 sens ;:-x "Et Fhappine Sup &
heough the ore L ‘“”y / =
Swp 1 Embassy Misson Mason of the = Step 3 OFAOFV ransters the
The 1O Secretarat sends 2 Lﬁ] tocal sgensy OFA-UNIO furmisres » Spproprate o309 10 the
" VOCe SONUYNY e 20003 the Nvoice p=a{ CODY Of the VO 10 Prigpne EmBassy’ Misson
PRigones 33505500 w0 the DFAUNIO [T OF M for payment :3 wih Lrsdcton over the IO
At aton o 10e Curtent % " and rfavests Secoetarat and achoczes
your Step 1 2 payrant of Post 10 pay the memdersho
10 - 33303200 camremiten
SEUPS T S contrd.ton
agency » Manda 11
Swep & — Sw’t - Step & Step ®
! Mippire Embassy 10 sckrowiedges Upon receipt of Aunds,
Swep ¥ If the offcial recect i3 not sent ‘
The OFAOFM c: rough the focal sgency. the c: e, ot oyl (P B o o, oy . . “‘_m“
- OPA-UNIO infosms o foast ™e IO’y oteist recet 1o | trogn e P'mom ru-vnyuwv »
Sabursement agency that payment 1o the 1O for the DFAUNIO and OF A Embassy / Uason of the 1O's bamk account
the currest yoar Ras Deen settes ow .

- ~
—_— i 1 —
= Y
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Table 4.3 Sample filled up Input-Process-Output-Outcome Matrix

OUTPUT
ICF/ Conference INPUT PROCESS Tangibles . OUTCOME
- - Intangibles
Direct Indirect
ASEAN Infrastructure | P261M Davao Mass Rapid Improved local
Fund Transit (Amount?) economy
Efficient transport
system (time
savings)
United Nations P112,877,000 Advanced national Developed friendly
Regular Budget interests in various relations and helped
e social, economic, maintain
Mission personnel - . .
political areas international peace
2" International P7,2265,900.00 Submit Request Increased number | Number of staff of | Created awareness of | Rapid, equitable and

Conference on ASEAN
Community Building
2012

Staff, office, skills,

approval for ICF
funding of
conference

of project proposal
submissions and
value of funding
from various
ASEAN programs
accruing to the

Philippine agencies
underwent project
proposal writing
workshop

the available
resources and
funding opportunities
provided by ASEAN
Dialogue Partners

sustained economic
growth

Philippines
Asian Development P629,545,000 Voting power Number of local Rapid, equitable and
Bank 2.21% consultants hired sustained economic

Total Share: 2.39%
Regl share: 3.8%

PH has 6.3% of
ADB's total non-
sovereign
operations and 8%
of ADB’s total
sovereign lending.

by ADB (one of the
largest suppliers of
consultants)

growth
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However, it should be noted that there is only one desk officer at the United Nations and

other International Organizations (UNIO) assigned to coordinate with other focal agencies and FSPs

and compile the requests with justifications of each requesting agency and FSP. While a good

beginning, the matrix of benefit-cost analysis compiled by UNIO from dozens of agencies and

submitted to this ZBB research team, lack systematic conceptualization and quantification needed to
weigh the benefits against the costs. This emanates from the fact that both the FSPs and the focal
agencies also lack the required skills in economics or strategizing capabilities that would enable the

country to leverage its IO membership in e.g., Asia Pacific Economic Cooperation (APEC) Center for
Training on Small and Medium Enterprises (ACTETSME) (See Annex E: ACTETSME caselet).

The DFA noted that the ICF Review Panel recognizes the need for focal agencies and FSPs to

revitalize their annual cost-benefit analyses to reflect the benefits gained by PH from participation in

international organizations. To address this concern, the Panel is looking at revitalizing the ICF Form

1-a and prescribing a more comprehensive cost-benefit matrix.

4.2.2 The process of ICF: Pledging, Budget Preparation, Payment, and Access of Funds

The request for approval of Pledging

Based on the President’s Memorandum Circular No. 194 i.e.,

standard procedures in

entering into new commitments or making pledges to International Organizations or hosting of

International or Regional Conferences, a number of procedures should be complied with, starting

with the requests of focal agencies (See Figure 4.2).

Figure 4.2: ICF Budget Preparation Process

INTERNATIONAL COMMITMENTS FUND [ICF)

The ICF Budge! Preparation Process

Step 1

writes to all focal agencies and
Forsign Service Posts to subrmi
proposals for inclusion in the ICF

Tha DF &, as co-chair and de faclc
Secretanal of the ICF Review Panel

budget of the fiscal year concemed
The proposals are 1o ba
accompanied by a legal documant
(signad treaty ! comvanton f
agreement) as basis of membership
and a written justification through a

cost-benefit analysis

Mot 11ia the DFA that delends the ICF budget i all the Congréssional and Senate heanngs

Budget Preparation

Step 2
The DFA invites the
focal agency o
appear balon the
Panal to justify its
reguest Tof melusioan
im thea ICF

b

¥4

Step 3

The Panel, co-
chawed by the
DFA and the
DBM, evaluates
the merts of the
proposal based
an the focal
Agency's
justification

Stap 4.1

The Panel notifies the
focal agency of the

nan-nchision

Stap 4.2
The Panel mcludes
tha KD in the ICF
budgel proposal

Il

Stap 5
The Panel submits the final
budget proposal 1o the
Deparimant of Budget and
Management (DBM) for
P

The Heads of Government Agencies should submit their requests to enter into new

commitments to the DFA Secretary which shall be supported by a justification in the form of a cost-

benefit analysis. This is done every first quarter of every year. This is the part of the entire input-
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outcome flow that deserves attention of more than the accountants and finance experts in the
review panel. Absent any clear identification of the net benefits to the country, or very credible cost
effectiveness justification, no budget request should in fact be made at all. Clearly there must be
proactive sub-steps under Steps 1 and 2 to help agencies understand the entire BCA or CEA;
otherwise, precious time is lost in preparing proposals with no economics sense.

The DFA Secretary shall then submit its recommendation on the proprietary of entering into
a new commitment or making new pledge to an 10 including budgetary implications to ICF Ad Hoc
Review Panel within 15 working days from receipt of the request. The Review Panel shall submit its
recommendation to the DFA Secretary.

The DFA Secretary shall submit its recommendation to the Office of the President for
approval. If the proposal is approved, the membership contribution is included in the ICF budget
proposal and submits the same to the DBM. The DFA defends the ICF budget in all the Congressional
and Senate budget hearings. The DFA would have a stronger defense if the focal agencies or FSPs
concerned would be present in the hearings as experts.

However, it should be noted that while there is a standard template for the cost-benefit
analysis, based on the summary matrix the DFA-UNIO submitted to the ZBB research team, the
justification lacks systematic identification and quantification of the benefits accruing to the country
in general and to the President’s priorities in particular. There is no clear mention of the costs or
budget for a particular I0 membership that could be compared with the benefits described, for
example.

Figure 4.3: Payment contribution to an 10
INTERNATIONAL COMMITMENT S FUND (ICF)

Payment of Contribution to an International Organization (10)
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Per the DFA, although the Panel is aware and is willing to address the challenges, the Panel

deems it more urgent to have the draft Executive Order institutionalizing the Panel and the draft
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joint circular in accessing ICF for hosting of international conferences signed first. The draft joint
circular is a big step in rationalizing Philippine hosting of international conferences because it
requires the submission of a Post-Conference Output Integration Plan (PCOIP) and alignment of the
international conference with at least one of the President’s KRAs.

In addition, the Review Panel is an ad hoc body that lacks the mandate and resources that
would enhance its authority as the prime policy-making and recommendatory body on all ICF
matters. Thus, the DFA also finds it hard to coordinate, follow-up and enforce standardized formats
or templates; to some extent, this may be the reason for the budget inefficiencies of agencies.
Indeed, a system-wide understanding of BCA or CEA is needed for any ZBB effort across the
government, starting from the DBM to all executive agencies.

To address this concern, the Panel has drafted an Executive Order to institutionalize its role
in the administration of the ICF. The draft EO identifies the members of the Executive Committee,
the Technical Working Group (TWG), and the Secretariat of the ICF. The draft has been circulated to
relevant offices within the DFA for comments. Then it will be circulated to the Panel members for
comments before submission to the Office of the President for approval.

Release of ICF funds (See Figure 4.4)

After approval of the ICF budget by Congress and its inclusion in the GAA, the DBM releases
the appropriated funds from the ICF to the DFA. The DFA then remits the payment to various 10s but
it should be noted that all payments to I0s go through the Philippine Consulate in New York (see
Figures 4.4). This system has been practiced by the DFA for the longest time.

Figure 4.4: Release of ICF Contribution

International Commitment Fund (ICF)
Cash Flow
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The Philippine contribution is based on the invoice sent by the 10’s Secretariat through the
Philippine Embassy/Mission of the focal agency in Manila (See Box 5: RP Contribution to the UN
Regular Budget). It should be noted that in every delay of remitting payment to 10, the country is at
the mercy of exchange and remittance costs. Payment in peso would avoid such a situation and
more efficient way of remittance or transfer of payment of contribution should be looked at e.g.,
direct payment to 10.

However, the DFA noted that membership contributions to I0s are assessed in foreign
currency (US dollars, Swiss francs, Euro, Australian dollars, etc.) because they are based abroad.
Even their budget allocation and expenses are quoted in their respective local currencies. Hence,
Member States like the Philippines are expected to remit their contributions using the local currency
of the 10 concerned.

Box 5: RP Contribution to the UN Regular Budget

The UN sends its invoice to the DFA trough the Philippine Mission in New York (PMNY) showing the assessed
contribution (by the Fifth Committee of the UN General Assembly) of the Philippines as well as the bank
account details for payment of contributions. Then, the PMNY transmits the invoice to the DFA-UNIO for
appropriate action. The DFA-UNIO forwards the invoice to the DFA-Office of Fiscal Management (OFM) to
process payment. DFA-OFM transfers funds to PMNY via Philippine Consulate New York (PCG NY) thru signed
fax instructions and authorizes post to deposit RP payment of membership dues to the UN bank account.
Upon receipt of payment, UN acknowledges the RP payment through an official receipt. PMNY reports its
receipt of payment to the UN to DFA-OFM and UNIO. DFA-OFM then records the disbursement. DFA UNIO also
furnishes with copy of official receipt the focal agency of the settlement of payment.

Only the counterpart contributions to 10s based in Manila are remitted in Philippine peso
and are paid for in monthly installments annually. In addition, the DFA stated that direct payment to
I0s may result to the possible lapse of monthly NCA (if not utilized) and remittance of cash through
Land Bank of the Philippines (buying of dollar). 10s that are based in the Philippines are paid in
pesos, while foreign-based I0s are paid in dollars or third currency. There are instances when the
NCA may be smaller than the actual billing due to FOREX fluctuations.

Access of ICF Funds for hosting international conferences:

Under a proposed new set of guidelines in accessing the ICF for hosting of international
conferences, the international conferences should be aligned with the priority development areas of
President Benigno S. Aquino lll. Justification of hosting should include i) rationale and description of
the meeting (dates, venue, objectives, background of the meeting, etc.); ii) legal basis e.g., treaties,
alignment with one or more of the five KRAs of the President’s Social Contract with the Filipino
People; iii) expected outcomes; iv) Post-Conference Output Integration Plan (PCOIP); v) participants;
vi) tentative program of activities; vii) indicative budget and work program. However, it should be
noted that the submissions by the focal agencies lack the necessary quantitative metrics of the
outputs including a clear expected outcome.

One example of accessing the ICF is the DFA’s proposal for hosting the 2" International
Conference on ASEAN Community Building 2012 in May 2012. The total budget requirement was
P7.2 million. The DFA stated that hosting the conference was beneficial to the country and its
objectives and outputs were aligned with the President’s key result areas (KRAs) namely, a)
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transparent, accountable and participatory governance and c) rapid, equitable, and sustained
economic growth. The projected outputs included increase in number of Philippine project proposals
for possible ASEAN-related funding facilities, increase awareness of the available resources and
funding opportunities provided by ASEAN’s Dialogue Partners, and capacity-building e.g., skills
development in project proposal writing and educational awareness of ASEAN, etc. However, these
expected outputs were not quantified e.g., number of project proposals to be submitted, number of
staff to be trained, etc.

According to the DFA, ASEAN is always confronted with many difficulties in the preparation
and implementation of activities and projects under the ICF, starting from approval, release and
liquidation of expenses as well as with the non-automatic release of needed budget/funds. If the
funds for a specific activity/purpose are released automatically, the undertaking of the preparations
for venue, logistics, etc. would be smooth and less time consuming, paving the way for the prompt
and orderly conduct and/or hosting of events/activities that ASEAN is mandated to implement.
ASEAN believes that an automatic system of budget releases for ICF-sanctioned activities would suit
well ASEAN’s peculiar needs.

4.2.3 Outputs

The outputs from the membership in each 10 should reflect both tangible and intangible
benefits. The current cost-benefit analysis template (if such is circulated to agencies), does not
clearly show the net benefits derived from each membership, either tangible or intangible (which
should also include direct and indirect, pecuniary and non-pecuniary benefits or costs). Most of the
reports present qualitative description but fails to link intangibles and indirect outputs to
guantifiable results, e.g., linking promotion of RP interests in international peace and security with
increase in the country’s trade and investments; voting powers of RP to RP development agenda
e.g., RP’s access to ADB technical assistance and funding facility.

In this regard, the DFA agrees that the lack of manpower and knowledge on economics,
econometrics, etc. is one of main problems of many focal agencies that is why BCAs and CEAs
submitted to the DFA during the budget preparation stage are not as comprehensive and quantified
as they are supposed to be. Trainings on BCA and CEA formulation as well as econometrics, statistics
and related fields for all agencies and ICF Secretariat and Panel members are crucial. Additional
manpower for the ICF Secretariat is also needed to ensure proper tasking and more efficient and
effective administration of payment to 10s and monitoring of benefits all year round. There is also a
need to provide training for the ICF Secretariat and the Panel to equip them with the skills needed in
effectively analyzing or interpreting cost-benefit analyses submitted by focal agencies and FSPs.

Moreover, the benefits that may accrue to the country are not quantified, e.g., number of
scholarships, or the amount of grant or project funding that can be linked to the President’s Key
Result Areas, e.g., Davao Metro Rail Transit (MRT) project, Solid Waste Management, etc..

Hence, it is crucial to highlight DFA’s value addition in the ICF management, albeit mostly
intangible and indirect. DFA must coordinate long-term rhyme and reason to the series of
engagements in international conferences or meetings, constantly review them for continued
relevance to the changing priorities of the country ( as the shift for example into more science and
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technology-based agro-industries and high valued services using the creative talents of Filipinos)®.
DFA and DBM have to help agencies engage in genuine BCA and CEA for future budget cycles. .

The country’s membership to the United Nations is a case in point. The outputs are
tremendous both in tangible benefits (scholarships, training, technical assistance) and intangible
benefits (promotion of Philippine interests in international peace and security, human rights,
environment, health, education and economic development) pecuniary (funding for Development of
Near Surface Radioactive Waste Disposal Facility), as well as in the direct benefits (technical
cooperation project in the country), and indirect benefits (positive image, goodwill). Any
guantification of the direct and tangible benefits alone may far outweigh the costs (Philippine
regular contribution). The UN has been one of the most vital international organizations in the
advancing the President Aquino’s priority agenda. However, DFA’s summary report lacks the
amount of funding, coverage area, target beneficiary, impact on the Philippine priority areas, etc.

4.2.4 Outcomes

Again, based on interviews, the Focus Group Discussions (FGDs) and a review of reports for
this ZBB study, the focal agencies fail to define the outcomes of the country’s |0 membership or
international conference to be hosted in the country. The DFA template seems to list down
objectives of the 10s only and fails to link output with the country’s vision which should be the
outcome of the country’s membership to each I0s or each international conference to be hosted
e.g., transparent, accountable and participatory governance, reduced poverty and empowered poor
and vulnerable, rapid and equitable and sustained economic growth and just and lasting peace and
rule of law and integrity of the environment and climate change adaptation and mitigation. The ICF
Inter-agency Review Panel’s guidelines must be thoroughly implemented.

All 10 memberships and hosting of international conferences should be aligned with the
Philippine Development Plan 20110-2016 and each sector’s roadmap. Hence, it is vital for each FSP
to have an appreciation of the country’s over-all and sectoral plans in order to be able to craft a
strategy that would leverage RP’s membership to 10 in their areas of jurisdiction for the country’s
development. The DFA’s role in advancing the country’s interests is indispensable especially in
pursuit of development diplomacy thrust of the present administration.

4.3 Conclusion

Funding for the ICF enables the Philippines participation in almost 100 multilateral
organizations that provide unique opportunities for the country to leverage other nations' expertise
and financial contributions in pursuit of shared solutions to global and regional problems in general.
International organizations advance commitments to free and fair trade, respect for human rights,
peaceful uses of nuclear energy, and the destruction of chemical weapons stockpiles. International
organizations provide the means for nations to work together to eliminate disease, secure airports
and seaports, protect intellectual property rights, reduce environmental degradation and maintain
the world's postal and telecommunications networks.

*The Philippine Services Coalition championed by the DFA during the term of one Undersecretary for
Economic and International Relations, for example, has not been carried over to the priority agenda in the
current administration, despite the support of several donors (UK, ITC, etc.) which sense the vast talent of the
human resources of the country.
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Organizations funded through the ICF account achieve real results that promote the
country’s strategic and economic interests abroad. Many sectors of the Philippine economy depend
on international organizations for access to foreign markets and reduction of trade barriers.
Philippine companies depend on international organizations for information about the supply and
demand of commodities such as coconut, coffee, electronics, etc. Filipino citizens depend on
international organizations for dispute resolution and application of international law in areas such
as illegal migration.

International organizations are advancing key Philippine foreign policy objectives in every
region of the world particularly the ASEAN and the Asia Pacific Economic Cooperation (APEC).
Because international organizations leverage financial contributions from other nations, their impact
can be significantly greater than that of an individual nation working unilaterally or bilaterally. Each
organization funded through the ICF directly supports at least one of the DFA’s pillars in pursuit of
the President’s Social Contract.
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SECTION V: SUMMARY AND RECOMMENDATIONS

Any zero-based budgeting exercise requires the gathering of data from various operational
units in a consistent and systematic manner that allows for the calculation of both benefits and
costs. The latter are what budget analysts typically focus on, but it is the former that economists
require for decision-making that adheres to both efficiency and effectiveness standards.

This initial ZBB effort for two particular aspects of the work of the DFA, the operations of
Foreign Service Posts and the management of the International Commitments Fund, was severely
constrained by the absence of data on both counts.

Even the costs side had not been collected for time-series analysis consistently, probably
due to lack of knowledge on how to use the data for management decision-making. This may have
happened due to a severe mal-allocation of human resources at the DFA, where career diplomats
have been tasked with administrative responsibilities not appropriate to their educational
backgrounds and professional experience. The current Secretary of Foreign Affairs, Mr. Albert del
Rosario has taken steps to address this mismatched competencies by training all career ministers
(CarMins) and ambassadors (AEPs) at the Asian Institute of Management.

Most reports submitted by DFA to the research team for this ZBB study were prepared by
officers and staff who assembled whatever data they could collect from existing internal reports in a
manner that does not reflect a sense of the need to measure efficiency (inputs related to outputs) or
effectiveness (outputs related to outcomes). The universal case is the lack of consistent
identification and quantification of benefits that are added by DFA in a value chain that includes
other agencies of government, both at home and in foreign posts; a nascent attempt at UNIO for the
ICF starts with the identification step.

With this situationer, the following general recommendations are being proposed by the
research team:

1. Add Knowledge Management to the DFA’s planning and policy processes, including the
appointment of an equivalent chief information officer supported by a professional
statistician in the Home Office. In this regard, many other government agencies have been
assisted through the Development Academy of the Philippines and the Knowledge
Management Association of the Philippines, the former for ISO certification purposes.

A Knowledge Management system obviates the need for the permanent posting of DFA
personnel in the Home Office, once tried but never successfully maintained due to the lack
of political will as many interviewees suggest. This is not merely a matter of employing IT
people to handle the administrative aspects of a sophisticated management information
system that combines internal documentation with external databases. It requires young
blood needed to appreciate changing demands of the Foreign Service faced with increasingly
complex challenges, starting with the willingness to learn new ways of thinking and doing
things.  What is required for example may be economic intelligence gathering, then
processing it internally (who knows what to do when, where, how within the DFA and the
FSPs) to achieve certain goals.
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Hence Ambassadors must consciously develop KM teams abroad to serve as the external
environment scanners for the country, as well as process Philippine databases for effective
deployment in programs and projects in the three pillars of foreign policy.

Training programs on leadership and management, project management, and other
related areas including ZBB, BCA and CEA, should be continuously executed by the Foreign
Service Institute along the mission statements of the DFA for personnel that are able to
meet the rigorous demands of the new century. This should enable Carmins and AEPs, and
even young Foreign Service Officers (FSOs), to apply private sector standards to their work
environment to the maximum extent possible. (Commendably, for this ZBB study, some
junior officers and staff willingly produced documentation that will help future BCA or CEA
studies or their offices, e.g. OFM, OUA, OCA and UNIO ICF).

In particular, this research study revealed many issues for optimizing the scarce budgetary

resources of the country.

3.

Operationalize in the Philippines, and not only in the FSPs, the One Country Team Approach;
include a DBM representative as a member to assure that agencies involved in international
relations are all fully coordinated from budget preparation to the execution of plans and
projects abroad.

On the other hand, the ICF review panel is already coordinating budget preparation in the
Philippines, albeit there are important issues that have to be addressed, e.g., the need for
common understanding of benefit cost analysis and cost effectiveness analysis, the training
of key people preparing proposals, and minimum bureaucratic layering across agencies with
the “copy furnished” documents via e-mails rather than waiting for slow-mail responses for
ministerial approvals.

Rationalize and harmonize human resources assigned/hired at various FSPs as well as at the
Home Office.

a. Consider re-allocating human resources across posts (as currently practiced when posts
are closed) by looking at geographic desks budgets and personnel vs. the economic
indicators (existing and potential trade, investment, tourism/ migration, and
development partnership including from OFWs and OFs non-pecuniary contributions in
terms of knowledge of markets, financial sources, and scientific and technology know-
how and know-who), political considerations (listening posts contribution in providing
security information including in the economic areas and cyberworld), and the
promotion of the welfare and protection of the rights of overseas Filipinos.

The P15.4 m budget Office of Middle East and African Affairs, while in absolute terms
the third of four global groupings, is relatively large compared to the FSPs it is servicing
abroad (P1.2 b for Embassies and P198 m for Consulates); Chart 2.9 shows it has the
best ratio of the four regions at nearly 80x . However, DFA can consider cost-cutting
measures like hiring locally the OFs and relatives of OFWs already in situ who do not
need costly allowances from the Home Office. Alternatively, outsourcing routinary and
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administrative work or the use of business and IT technology solutions can be
considered by FSPs there. Where other agencies need to extend their presence virtually
or physically, the DFA must take the leadership position as head of the One Country
Team.

The use of local hires can also be considered by the Americas where such staff account
for only 21% of the total, compared to 37% in Asia-Pacific, 33% in Middle-East and
Africa, and 27% in Europe (based on data from Table 3.1). For the Americas, the ratio of
the Home Office budget to the budget of the FSPs it services is lowest at 25x (Chart 2.9)
but the budgets for Consulates at P751 m is higher than the allocation for Embassies at
P495 m, the only geographic grouping faced with such budgetary situation. It looks like
Consulates in the Americas can use more local hires to save on the huge overseas and
other allowances of those posted from Manila.

There are further changes needed also in the Home Office. For example, the Home
Office budget for the Office of Asia and Pacific Affairs looks disproportionately low at
42.6 x the budget of the FSPs it is servicing (compared to 78 x for OMEAA and 68 x for
OEA), despite its having the largest geographic desk allocation for 2012 at P31 m (Chart
2.9) and generating the highest trade volume and FDI inflows (Table 3.4) .

Specific policy research per country must be up-scaled as the Philippines is focusing on
the ASEAN and the Asia-Pacific region increasingly since the ASEAN Economic
Community is programmed to start in 2015. It is not clear how FSI and the geographic
desks and the ASEAN office in DFA synchronize their conduct of studies and formulation
of foreign policies. DFA can perform a pivotal role in reversing the laggard performance
of the economy by providing good economic intelligence on what Asian countries are
planning for 2015. Our private sector needs quality information on the markets within
ASEAN which will be one production base by 2015; the danger is that many Philippine
companies maybe bought out by ASEAN firms especially with the interconnection of
stock exchanges, thus reducing Filipinos to be mere human resource workers and
managers rather than beneficial owners of locally-based companies.

Similarly, the Embassies and Consulates in Europe, receiving the second highest FSP
budget (Embassies get P1.5 b, highest among all geographic groupings, while Consulates
get P195 m for 2012, third to Americas and Asia-Pacific) , has a higher ratio to the
geographic desk budget than either Asia Pacific or the Americas (See Chart 2.9). Again,
re-assessment of Philippine political, economic, and overseas nationals interests must be
thoroughly made, given that honorary consuls number the most in that region (Table 3.9
shows Europe with the most number of HCs submitting income statements), reporting
some P41 million in incomes for 2007-11 which is larger than the reported incomes of
HCs in Americas and Middle-East and Africa combined. Asia Pacific HCs reported P57 m
for the five-year period (Table 3.5).

Of course, these honorary consuls need to be more tightly managed especially in
reporting how they share in the revenues collected for the Philippines; DFA must start
consistent gathering of statistical data on activities each handles, and produce this on a
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10.

time series for analyzing efficiency indicators. For example, the incomes of honorary
consuls by region show that highest in absolute terms is in Asia Pacific for the period
2007-11, dwarfing the P1.8 m Middle East and Africa, and just equaling the combined
collections of HCs in the two other regions, Americas and Europe.

Rationalize procedures concerning the retention of proceeds from consular services by
either using SAP software to track physicals and cash or payment of fees online or through
SMS, or outsourcing part if not all of the passport services.

The current plan of OCA to outsource parts of the work along the stages of the management
of the e-passport is commendable (Annex C); it must be seriously implemented with the end
of returning trained diplomats to engage in high value-adding policy formulation and
execution with wider national impact. It may of course include aspects of the consular
activities and can in fact be elevated to the supervision and management of all Honorary
Consuls.

OFM must centralize all the accounting and monitoring of FSP funds to eliminate time lags
and attendant opportunity costs , which are also further affected by foreign exchange
translation changes. This will allow timely and readily-verifiable audits that will result to
complete and accurate account balances reporting. (This was wholeheartedly approved by
all agencies with attaches present in the FGD at the DBM.) Direct Payments to international
organizations rather than through the Philippine Mission in New York is suggested.

Allow the write-offs of accounts more than ten years old from agencies that have not
reconciled their financial liabilities with the DFA on the advances paid for space rental, share
in utilities, etc, but continue the investigation and collection efforts.

In the rationalization criteria for opening and closing of posts, allow for intangibles critical to
the political, economic and socio-cultural security of the country ( via listening posts or
networks of OFs and OFWs) and also for potential benefits that may arise from well-
designed programs targeting specific markets or issues. Use of existing trade, investment,
tourism and OFWs and OFs data misses out on the prospects for entering new markets
quickly enough to get ahead of competitors. The chief information officer of DFA should
provide data to the various DFA offices to work out plans and programs for harnessing
potential benefits in the light of existing data.

For the ICF, the role of the DFA must be radically revised so that it can add value along the
whole supply chain of project conceptualization to the execution of programs arising from
memberships in I0s and participation and hosting of international meetings. As co- manager
with the DBM of the entire ICF process, DFA must relate all projects to national plans, e.g.,
PDP 2011-16, the President’s Social Contract, and derivative plans by various executive
agencies; these may include public-private partnership efforts in infrastructure, key priority
industries, etc. Philippine leadership in social and environmental areas must be coherently
planned by DFA and DBM for ICF planning; eventually, there must be tangible pay-offs to the
country.
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In this regard, the DFA commented that it will appreciate the assistance of DBM and the ZBB
team in the drafting of a more comprehensive BCA and CEA matrices and in improving
knowledge management, policy-making, and program planning of the ICF Panel and
Secretariat, focal agencies, and FSPs.

As projects are pursued, ICF can be used for scaling up previous efforts so that they are
spread to other sectors or parts of the country for equitable translation of benefits
nationwide. Echo-seminars of scholars and participants in international meetings must be
required, as part of the institutionalization effort along the chain of value creation.

The template for benefit-cost analysis (Annex D) of UNIO must be refined, and pushed to the
next level of quantification by the proponent agencies. Training programs on BCA and CEA
must be provided to their planning officers, similar to the second general recommendation
above.
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