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Summpary Description

General stagnation within the apricultural sector has hecn a seriousn
barrier to gencral cconomic growth within the Philippincs. It {5 .stimated
that about tvo=thirds of the peop.ec live in the rursl areat and wost of
these depend upon agriculture for their livelihood. fiovever, fuw systematic
or sustained efforts have been made to develop agriculturcl resources and
the sector bas becn operatiing at lcss than a subsisteunce lovel.  Small
annual production increases have been made but thesc have Lcen dnadvauate
to ueet the neceds of a population which increases at the rate of 3-4 por cunt
a year. The resulting food deficits have required that scarce foreign
exchange be used to import large quantities of foodétuf{fin. Tunds vhich
might be used for econcmic development arce thus absorbed b iwports to
meet consumption needs.

USAID® s basic goal in the agricultural sector is to agsist appropriate
GOP organizations and private institutions to achicve and maintoin seli-
gufficiency in basic foodstuffs. Achievement of thiis broad goal will
contribute to Philippine cconomic growth by:

1. Reducing the outlay of iforeign exchangc for food imperts.

2. Improving the nutritional and food consumption levels of
the population.

3. Supporting the continued growth of agri-business activitics,

4, Expanding markets in the rural arcas for consumer amd
industrial products.

5. Increasing the confidence of rural »cople in their
ability to improve their own wclfare through changed
agricultural practices.

6., Maintaining a larger per cent of the rural population
gainfully employed over a lonrer period of the year.

To attain its goal, USAID will contiuue to support the progroms of
selected ifnstitutlons includiag, but not linmited to the Rice and Corn
Production Coordinating Council (RCPCC), the Burcau of Plant Indvstry
(BPI), the Burezu of Agricultural Feoonomics (BAE), and the Rice and 7orn
Administration (RCA). Such cupport will include advisory services i
USAID technicians, purticipant training and purchase of profject ¢ . odities
a8 deemed apprerriate. USAID will <130 continue to gsupport proviivisl

UNCLAGSIFIED
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II.

and local agricultural development programs where cooperatinn is 'eoantrated
and opportunities for si nii.canc innovation exist. Usily will @ lio tive
support to the worldwide iodent Research Project being carried out by a

team of Philippine and U,S. (PASA) scieuntists at the University ol the
Philippines College of Apriculture (UPCA). It is anticipated that UUAID
support for tiuesc aczivities will be required through FY 1973.

Speeific activities will include the establishment UfILHLLC Bseed test
laboratorie,‘7a rodent rescarch center,’an effective aprxcultaral market;ng
and news. scrvin*f'integraLCu ‘1ivestock production projcctu;*the ‘upgrading
of ag;}culturul experiment “stations/ thc development of extcasive feedgrain
and vegetablc production,” the development of agricultural produce marketing
acsociations, and the promotion of small scale farm machinery amd large

scale stora~. and handliang facilitics.

USAID is, amd will countinue to worl. closely with private industry

" {nvolved in the agriculture sector. Particular emphasis will be given to

supporting the establishmeut of organizations such as the Philippine Secd
Prod:cers Association.
1) ,,/‘ .
The previously separate Agri-Business Education Project (492-11-1% K-Od&)“f{g?ﬁ[
nas been incorporated into this project. ijzp :
b
The Philippine Goveruzent's contribution to these activitics is cu- ‘
pected to be about 144,000,000 peor year.

Setting or Enviromncnt

The absence of sigatficant growth in the agricultural sector has been
4 serious barricr to general economic growth within the Philippines. The
lock of development in this sector 18 associated with other serious cconomic
problems. For example, there is great under-employment of rural labor in
man' arees since traditional agricultural pructices make full use of nunpower
resources only during the planting and haxvesting of a one-season primary
crop. Low farm productivity and the concomitant low level of farm income
have militated against the creation of capital surpluses and consumer
markcts adequate to support significant growth within the industrial sector.
In short, the agriculturally-generdted surpluses wvhich are a necessary pre-
requisitc to gentural ecouoric development have not been available. The
stagnation of azricultural production thus directly and importantly
contributes to the pgencral stajuaiion of the Philippine economy.

In 19065, USAXD mude . critical appraical of past U,S.-supported

programs and of tho poteantials for, and problems of, sccelerating growth
in rural areas. As a rvesult of this appraisal, U3AID, in cooperation with

UnCLASSITIED
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the Philippinc Govermment, decided to experiment with a rural development
eiifort which would be planned und implemented at tie provincial level. [t
vas decided that cmphasis should be given to incrcased rice production as

the low levels of production of this cssential foodstufi could wot meet

the nmation's need aud scarce forcign exchange had to be utilived to cover
shortfalle. The provinces of Tarlac and Laguna werc sclectod for the pilot
effort becausc they were important rice producers :aud because their goveriors
were genuincly coucerned with developing their provinces.

The higher agricultural productivity achicved by these pilot under-
takings aliost immediately demonstrated th- potentials inhierent in an
intensive, rational agricultural program. Central governnent officials were
impressed with the reaults of the pilot effcrt and, in 1966, developed a
similar national program aimed at attaining rice and corn self-sufficlency
within four ycars., To uccomplish this goal, the RCPCC was created to
oversee the entire accelerated rice and corn productiou program and to
coordinate the activities of goverument agencies already operating in the
agricultural sector. USAID enthusiastically endorsed thisg program amnd
placed a significant portion of its recsources behind it,

The Anitial results of the RCPCC program have been most encouraging.
The basic geal of increasing per hectare ylelds is being accomplished
through the provisioa of new high-yiclding varieties and the inputs needed
for their cultivation. The progran has resulted in significant production
increases. The area planted to the three major high yielding varieties
(IR-8, BPI-7¢ and C-18) increased from a few hectares of experimental
plots in 1965 to 371,322 hectares in CY (Crop Year) 1967-¢8. This
constituted 16.6 per cent of the area planted to rice (2,229,829 hectares)
aud 30.9 per ceat of the total irrigated area (1,200,000 hectares). These
three varictics accounted for 13.1 per cent of the CY 1967-68 palay
(rough rice) production reported as of April 1968. (The above planting
and harvestiu;, data are based on RCPCC fid1d reports as of April 1968),

Average palay yields for the new varieties were usually more than
100 per ceat above the traditional yields of 30-40 cavans per hectare.
(One cavon of palay cquals 44 kg, of palay). While there is some dige
agreement on the exact national rice production figures, many observerg
feel that production will equal the estimated consumtpion requirements of
1.1 million metric tons (7)) of milled rice in CY 1967-68. In 1967,
projected bumper crops icd GoP vificiols o reduce rice imports from a
programmed 377,258 MT to 132,850 I;T. This resulted in a reporced savings
of 930.7 million in foreign oxciinge. (Data ave based on Philippine Rice
and Corn Administration report:.) Ry June 1968, ReA had contracted for the
exportation of 30,000 My o! ioc::l rice. This was tiv first time in recorded
history ehat the Philippines Liad cxported local rice on a commercial scale,

ULCLASSIFYIED
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Although-significaut progress has been made in facreusing the
productfion of rice, .uiny problems must yet be reselso! 1t the jant of
gencral food sclf-sufficicncy ic vo be achieved. UHith the cxeeption of
export crops like suzar and pineapple, little capitel ivvestient has beean
made in the agricultural sector. TEven with export crops, production metiivds
have been labor intensive and mechanized nrocessing methods have uot bLeen
developed 1. winst arcas.

While tire climate and solls of the Philippincs arc gencrally conducive
to incrcased food production, the natural water supply, duc to scasonal
rainfall patterns in most areas, is inudequate to support year-rouid rice
cultivation. Renovation of existing frrigation systems and the development
of ncw systams Ls proceceding at a slow vate, so irrigation iv 2 aujor
limiting factor for the expansion of rice production. Research discloses
that it requires cight times as much uwater to produce a crop of rice thau
an equivaler’ crop of an alternative grain. Investigations will be
conducted to determine the feasibility of meeting grain requirements by
planting a relatively small, well irrigated area to rice aud planting
alternztive crops in the expansive area wheee water is limited. Greater
utilization of the land through secondary croppiog in tite dry season 1is
also required.

Rodeants are becoming an iucrcasingly important foctor reducing the
availability of foodstuifs. The promotion of second crop planting is
greatly hindered becausce farmers know that the rodents, deprived of the
cxpansive rice field for food and harborage, can quickly devastate the
limited secoud crop plauting,

In order to realize adequate rxeturns from tiie use of new high-yielding
varieties, 1t 1s essential that the farmers havc access to such inputs as
water (discusscd above), sceds, fertilizers, perticides, and technical
advice. However, before the farmer can acquire most of these inputs, he
must have access to financing. Asilde from the traditional loans available
from the landlord or thic usurecs, the poorer farmer has very limited access
to credit facilities. Some loans are available through the Agricultural
Credii Administration (ACA), but these are often too small and not relatod
to technicnl assistance or supervision. Consequently, the impact on
production methods may be nil.

To nect the nced for farm credit which was coupled with technical
supervision, the HEC/USAID crcated an Agricultural Guarantee and Loan
Fund (AGLF) (Hotcd below under action programs to achieve food self-
suificiency).

A lond reform propr.an aad programs aimed at attuining food self-
sufficicney could co-euist and, 1€ expertly handled, complement ore anotheyr,

UNCLASSIFIED
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Under preaeni arrangements, however, lawd roform efforts qre oecomplivhion
iittle in ievas of effectively chouging tenure relatlonships wid ore ifu some
cagses interfering with the poals of tic food production progri.iy. Farmers in
land reform areas appear to recclve less technical and financial wasistance
from credit institutions thaa those outside of such areas. Until vocetitly,
agricultural techuiciuns in lund rcform areas had not emphaciuved i traiuving
of farm management persennel {1 the new rice technology that bas c¢ooned a
minor revolution throughout the rest of the countiry. Reports ladicate that
faruners in arcas which ave under consideration to be proclafumed Lua.ud Reformn
Districts deliberately hold dowm production as subsequent reotul rates will
be bascd on average production levels obtafned over the last thric years
prior to nroclamation. A rational program seeking to join land reform
effort . umd increuased food production is necessary il citlier is to prosper.

Some laws and customs regulatiens imprde certain .improvcements in food
production. For sxample, the livestock/poultry industry i{s underdeveloped
in the Fhilippines and immediate improvcments must be made 1¢ self-gufficicucy
in thesc foods 1is to be realized. The most important step in increasing
productivity is the making available of quality feeds at rcusonable prices.
The high duties placed on feed supplements and additives eaterdny the
Philippines act as & major determinant to developing a modern fudustry.

III. Stratepy

The prinary strategy for attaining the goal of Lusic food self-sulficliency
has been, a.d still i{s; to demonstrate the value of ncw approaches through
demonstrations and studies carried out by USAID snd ()P tochaicians am! to
then support larger programs which are based on the cxperience gaiucd in
the pilot cfforts. The approach has proven hichly successful in increacing rice
production and shows equal promise in the production of secondary crops such as
fecdgrains, vepgetables and livestock.

The traditional USAID approach to solving agricultural productfon
nroblems has been to give advice at the policy level without becoming in-
volved, on a day-to-day basis, at the farm level. USAID/Philippines has
tried this cpproach in the past but was rewarded wore with failure than
success.  The present opproach, working at @ll levels from individual farmer
up throagh apeuncy adminiccrators, has proven highly successful. Through this
arrangement, many commbaicotion gaps are climinated between producer and
policy maker. USAID guidunce at tane policy level has gained increased
acceptance siuce it reflects a workiug Lnowded;e of root level problams.

Althouph USAID beliuvves thot the present direct approach Lo t oo

production problem is the best alternative, otiior wmellods of dninistering
these activities are being investipated. For example, it nay be desirable

Loatlesn LIV e
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to explore the possibilitics of incorporating the prescnt program into a
JCRR type structure to better ussure long term effectivencss.

Philippine Government support of the USAID initiated agricultural
activity has been impressive. As noted above, the Central Govermment,
stimulated by the results of USAID efforts in two pilot provinces, develuped
a similar national program aimed at achieving rice and corn seclf-sufficicney
withi!n four years. The RCPCC was created to oversee thiec cutirc program aad
to coordinate the activitics of all governmeut agencics alrecady operating
in the agricultural sector at both the natianal and provincicl level. Last
fiscal ycar upproximately 1?28 million was allocated for this program.

The USAID initiated Rural Bank supervised credit nrosrom was equally
well received by the GOP. A USAID P5 million contribution to this loan
fund was followed by P24 million in contributions by Philippine government
agencies. Tue Vice-President recently petitioned the Philippine Congress
for an additianal P21 million to support this credit program.

Strong support of activities in agricultural development has come from
President Marcos. To underscore the importance of this sector in his licc
oi priorities, he designated the Vice-President to act as the Secretary
of Agriculture and Natural Resources and his Executive Secretary, Rafael
Salas, to act as Action Officer (Executive Secretary) of the RCPCC.

Plaaned Targets, Results, and Qutputs

The overall goal of the project is to develop sufficient capabilities
to attain and maintain seli-sufficiency in basic foodstuffs.

The goal of achieving sekf-sufficiency in the production of rice and
corn appears to have been achleved. Such self-sufficiency can only be
maintained, however, if (a) necessary inputs, including credit, coatinue
to be readily available and if (b) drying, setorage, handling and marketing
facilicies capable of coping with this increased production can be established.
USAID believes that, given continued high level GOP cooperation, progress
in solving these particular problems will have advanced sufficiently enough
by FY 1972 that USAID technical assistance will no longer be required.

The goals of attaining self-sufficiency in vegetabie production will
depend largely upon the development of storage, marketing, processing and
hamlling facilities. USAID initiotives in production have met with a very
good reception. The limiting factor on the tppansion of production is the
threat of seasonal market gluts duc to little or no processing industry.
The goal of creating the cepavility for sustained sclf-sufficiency should
be realized in FY 1973,

UNCLAGSITFIED



MANILA TOAID A~ 1:92 UNCLASSIFIED 8

v,

The attaimnent of sclf-sufficiency in swine and poultry production is
largely depcndent upon incressing the production of feedgrains. UdilD
anticipates that this program will result in the production of sufficient
amounts of feedgraius to preclude the necessity of imports by FY 1973. It
is also anticipated that by FY 1973 the program will have succeecded in
introducing modern swine raising techniques to enough producers so that
pigs will be commonly marketable at six months of age rather than the
prevailing eight to nine.

In order to sustain food self-gsufficiency, it will be necessary to
provide the producer with accurate marketing information and to arrange for

13

the exportation of any surplus which may develop. USAID will provide technical

assistance to the BAE to improve their capcbilitics in collecting and
disseminating n~ricultural marketing and production information and will
assist the "4 in developing an export marketing system. It is anticipated
that these two agencies will have become sufficiently sophisticated in
thesc areas by FY 1973 to preclude the neced for further USAID assistaicc.

By 1973, the BPI should have a well developed sced certification
program. Thec Philippines should, by this time, be in a position to
produce sufficicnt quantities of seeds to meet all normal requirements.

The Rodent Research Center, which will become operational in FY 1909,
will require AID assistance for at least five years after vhich time this
facility should be in a position to continue operations without AID support.

The foundation for long term basic foods self-sufficiency should,
therefore, be laid by the end of FY 1973.

Course of Action

FY 1969

A. General Program Support

NEC/USAID will continue to support the RCPCC food production
program with both limited commodities and local currency funds for
administration and special project costs. The GOP will continue to
supply participating agencies with special budgets to carry oaut
RCPCC activities. Technicul assistance will be given the BPY in the
establislment of three seced t:st laboratorices for which USAID has
procurc cquipment. A Rodent Research Project will lLave been initiated
at th> YPCA in cooperation with the BPI. loccl currency costs will be
coverad mainly through agency contributions and counterpart funds. A

UNCLABLTIELED
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B.

D,

USAID technician will work intcnsively with the BAE to help upgrade
the coapetence of this Bureau in carrying out its tunction of apri-
cultural data collection: and proccssiag.

Food Production

Emphasis will be continued on the technical aspects of rice
production in sclected provinces during the rainy season. Sccondary
crops will be pushed during the remainder of the year. USAID techni-
cians will assict the RCPCC in establishing four hundred (400) one-
hectare yellow fced corn demonstration plots and one humdred fifty
(150) onc-hectare sorghum demonsiration plots. Limited trials will
be undertaken .« staple legumes and vegetable.icrops. USAID will
provide seeds for these activities, give technical advice und will
assist in the development of training courses for production technicians
working with these crops. USAID will assist in the establishment of
a pilot cooperative swine production project in a selected province
which will utilize a demonstration feedmill procured under the USAID
program. USAID will work with the RCPCC to try to develop “'pig

ckirca” which will provide for all 1upuSs acecasary to scieucifically
finish out 12 hogs for markct.

Food Storage, Marketing and Processing

USAID will continue to assist the BAE in its efforts to develop
a regular and effective agricultural marketing amd news scrvice.
High priority will be given to advising the RCA regarding the
implementation of recommendations made by the Weitz-Hettelsater survey
team which, under USAID contract, conducted a thorough study of the
storage, handling and marketing of food and feed grain throughout
the Philippiaes. USAID technicians will also work to develop rice
export capabilities. It is anticipated that 100 TDY-man-days in FY
1969 will be required to assist the RCA in implementing the survey
recommendations. USAID will cooperate with the RCPCC and the RCA
in the establishment of markets for locally produccd corn, sorghum and
soybeans and in the conducting of Mung Bean storagc and processing
experiments. USAID advisors will work with a special inter-agency
comnittee established to study vegetable marketing problems, including
the development of vegetable producers marketing associations.

Agricultural Mechanization

USAID will work with appropriate GOP agencics to establish: (1)
procedures for testing new agricultural machinery; and (2) stamndard
procedures for opernting newly acquired and/or locally manufactured

UNCLASSIFIED
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equipment. Rice drying, threshing and milling equipnent will he
tested and Jewmonetxatads USATD wiil procune {ur deaonstration
purposes, six rice threshery and a fev tractor-drawn plucters,
cultivators, ctc., for legume and vegetable crops. USAID will
encourage and advise personnel! interested in the local develepront
of bean awl sorghum threshers and other agricultural cquipment.

Yroduction Credit

USATID will continue to monitor FaCoMa loaning operations
and will wmonitor and support the operations of the AGLI by
suggesting ways and means of cffecting more efficient collection
procedures nmul refinements.

FY 1970

A

Gencral Program Sy .port

NEC/USATD will continue giving advisory and finaneinl
assistance to the RCPCC. Operation of BPI secd test laborateri~s
will be monitored and technical assistance given where decmed
appropriate. Six BPI experimeutal stations will be given rice
production equipment already in the USAID pipeline. The BPI
has agreed to provide for adequately irrigating the ficlds of
thegse stations. Continued technical advice will be offered the
BAE. The Rodent Research team will conduct field trials o a
regular basis and will begia generating information viich should
lead to better coatrsl methods, USAID will initisic a sectoral
loan to provide funds fox the purchase of commerxcial scale grain
drying aud handling equipment and for food processing equipnent.

Food rroduction

USAID will continue to offer technicoal assistauce in the
planaing of high yiclding rice varicties and to emphasize the
plauting of field grains (corn ond sorghum) as second Crops.
it is anticipated that 5,000 hectares will be planted to new
vellow corn varieties and 2,000 lhicctares planted to serghunm,.
Soybean "kits" in ~uhulm* wmbers to plant 700 hectares will
be assanbled and distribuled. Vegetable seed production and
distribution under the Jiv..tion of the DPI will be suppurted,
The USAZD PL 430 certviburia to the livestock fccdprain program

will be phased out o:n Lo ily produced feedpraivs hecone
available. USATE will co.iinue to support the "jlu package"
approach in order {o furtuaer expend the piopram.

VCGLAGSIFIED
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Food Storage, Marketin: and Processing

USAID will centinue to give advisory support to the Agri-
cultural Marketing und News Scervice. Continued support to the
govermment's program to modernize its grain storage and landling
facilities will requirec the equivalent of two years of (DY
technical assistance. Surveys and feasibility studics in the
area of legume storage, marketing aml handling will require 180
days of TDY coasultation. Coatinued technical assistance will
be given to support and strengthen begetable producers marketing
asscclations and to develop grain export capabilities.

Acricultural Mechanization

Jne additional Agricultural Engineer position will be added
to the mission staff and 3 TDY men will be required to assist
the GOP with training programs which deal with the oprration
of newly acquired grain storage and drying equipment. Efforts
will be continued to demonstrate cnd encourage the local
production and sale of smnll scale tools for use by small farmers.

FY 1971

A,

General Support of Propram

NEC/USAID support of the RCPCC will be phased out during this
year, Technicians will continue to monitor the operations of the
BAE and the DPI Seed Test Laboratories and Experimental Stations.
USAID technicians will phase out of rice production activities
and will concentrate on feedgrain production. Large scale
plantings will be encouraged, possibly on a scale to permit cx-
portation. USAID technicians will also encourage and assist
in large scale plantings of legume and vegetable crops. Limited
additional TDY advisory services will be required for rice and
feedgrain storage and proccssing. Advisory service to the
Marketing and News Service will be phased down. Technical
assistance in the Agricultural Mechanization field will be
continued,

FY 1972

Continuatior of program as outlined in FY 1971.

FY 1973

All USAIL activities in the fileld of agriculture will be phased out

with the exception of the rodent research project which may requiee U,S.
agsistance for several additional yeure.

I IR DR S WILLIAMS
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Tablc 1 RONCAPITAL PROJECT FUND wmmm. 9 1/63
Page ! of 2 "(OBLICATIONS IN $000) Original :
Revision Noc.
Councry: PHILIPPRES Projcet Title: AGEICULTURAL SERVICES
Project MNo. 492-51-190-126
Fiscal AP L/G Total Cmtl/ IV, Partici nts tles , Othe
Yeary PAS/. | CORT U.S° Dir " pir & GDRT
l Us Ag US Ag
brionr
through
Sotual
TY 1968 TC G 3,530 682 547 - 682 221 - 2,074 - 6 -
apr.
Y 1969 c G 6060 25 235 - 25 30 - 260 - - -
..'“'."Jd{-_',c
1020 c G 1,200 S0 300 - 50 30 - 820 = - )
21
v 1071 Tc G 1,300 50 330 - 50 30 - 890 - = -
B2
FY 1072 TC G 1,500 50 356 - 50 3¢ © 1,000 - © <
B+ 3
F¥Y 1973 TC G 1,500 50 300 - 50 20 @ L2 - - -
411
Subg.
Nl g 9,630 2,112 - 997 3N = 6,236 - 6

1/ Memorandum (nonadd) column
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Table 1 Project Ro. 492-51-190-126
Page 2 of 2
Exchg Rate - $1 £3.99
Fiscal AlID-controlled Other Cash Other Food far Freedom Copmodizies
Years Local Gurrency Contribution Donor Hetric Lo{#: o Worlia™
U.S.~ | Country- Coopereting Funds Tons Value & Market
owred | owned Country2/ ($ Equiv.) (000) Freight Price
—_— ($000) (38000)
Prior
through
Actual
FY 1968 - 104 16,000 - - - .

8
opr. =t
FY 1969 60 1,000 10,000 - - - - E

v
Budg, 3

. FY 12-22 - lgmo 7.500 - - - - %

B +1

FY 1971 - 1,000 7,500 - - - -
B+ 2

FY 1972 - 1,000 7,500 - . - -
B+ 3

FY 1973 - 1,000 7,500 - - - -
All

Subs,

Total

Life 60 5,104 54,000 - - - -

2/ Includes contributions to the Agricultural Guarantec and Loan Fund and Special additional

MANILA

budgets given to co-operating agencies for RCPCC programs.



