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PREFACE

In an earlier plase of the research project, Agricultural Diversifi-

catioh and Markets in the Philippines, Project ADAM for short, an exten-

sive survey of research reports on and related to agricultural diversifi-
cation and markets was undertaken as an initial and basic step. Such a:
survey initiated the activities necessary for the achievement of ADAM's
objectives, which arez (1) to identify end develop agricultural produce
tion alternatives and market opportunities at four levels--farm, regional,
national, and international; and (2) to develop, specifically for the
Philfppines, the mechanism for a continuons analysis and re-evaluation of
 such altornatives and oppc:tunities as actual production and rarket con=

diticns change.



iii

In the course of the survey, a total of more than 9,00C research
studies/reports pert.ipent to Philippine agriculture were reviewed; this
bulk was eventually trimmed down to a relatively smaller number (slightly
more than a thousand) classirfied as "directly useful" to the project.
Such & review provided the base for ADAM's third working paper, Plannirg

for Agricultural Development: A Review of Literature,

No claim, however, can be made on the exhaustiveness of the coverage
of this review, but we regard this as an important step in agricultural
planning in the Philippines, for it may provide the baseline for planning
and steering the agricultural sector on a modified course to development,
From the standpoint then of national and international policy planning,
it is hoped that this work can contribute to an eventual breakthrough in

the search for innovations to achieve our agricultural development goals,

ONARDO L. PAUEINO
Projecy Director

N
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PLANNING

FOR
AGRICULTURAL
DEVELOPMENT .

A REVIEW OF
G LITERATURE,

INTRODUCTION

Agricultural productivity in the Philippines is quite low anfl, conse~
quently, agricultura.l production lags behind effective demand. Agricul-
tﬁre has failed to consistently grow at a rate that is compatible with
the needs and demands of the population, as well as the requirements of
industries for raw materials and intermediate products used in
manufacturing. The quentitative and qualitative inadequacy of inputs,
both conventional and uncoventional, is considered the root cause of

this poor state of agriculture in the country.



The improvement of agriculturel productivity in order to attain
self-sufficiency in agricultural products has zlways been accorded
priority consideration for policy. This is in recognition of the im-
portence of agriculture in the ecoromic development of the country,
since a majority or more than 70 percent of the porulation is engaged
in agricultural activities., The objective of increasing agricultural
productivity was borne by the earlier four-year agricultural plans and
programs, and carried over to the "rolling" plans which updated the an-
nual goals.

Until the ceclaration of Presidentisl Froclzmation l'o. 1081, prog-
rams for increasing agricultural productivity hed been guided by the
usual question raised by policy makers, "How do we raise egricultural
production to the point of self-sufficiency?" With the imposition of
martial law, however, ceme set goals to be ackieved in a relatively
short time. A shift in policy oricntation has resulted as program im-
plementors assumed a rzdical change of attitude. BEfforts are now geared
towarde the achievement of these set goals rather than of planring and
programming per se. Because the issuance of decr¢es in support of the
agricultural progrem enhances the expecitious achievemcnt of pre-deter-
mined gorls, the question to resolve now is: "Jhen we achieve self-
sufficiency in the cereals and other food crops 9n1r1ivestock, then
vhat do we do next?" |

The new outlock in policy-msking would seem ideal for analyzing and
selecting alternatives for pursuing ubjectives that are comducive to the
rapid development in eznd growth of agriculture. In the context of mean-
ingful achievements thet ere lasting end which creste linkages forward

and backwerd, .and intérsectorally, planners may well raisc another
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question;; Are therc other and better alternstives and oprortunities
that have not been explored, but which could lead tc more desirable
ends in relstion to the welfare of the rursl population and the count-
ry's populetion in general?"

The choice of alternstives open to a prospectivs end recquires thet
a plarner or prograrmer be knowledgeable of ihe direction towerds which
development turns, In this regard, & starting point which must estab-
1ish berchmerk., trends, projections and behaviorsl resronses is a .
requisite to the assessment of the differ«nt arrroaches to use.

The recult ol egricultural development efforts expected .of the
Fhilippines is the transformation of agriculture Trcu one that is tra-

ditiona’ly subsistence-ori-nted to cne thet is marict-orientaed. MNeces-—

w

arily, increesed preduction must occur; and this cen ke brought about
by eith-r or both of the fcllowing m:asurcs: (1) expanding arce planted
to crors; anc/or (2) incressing yield per unit arca.

The intensity of inru’. utilizztion, quality of inputs and level of
technology are fectors which infliuence increased yield., Inssmuch &s
the use of basic recources is enteiled by this meens, resource limite~
tion may be a major drawbock in intensifying utilization of inputs.
More capital requircment may complicate any new venture of a small-foima
operator beceuse he is not able to meet this ne .d. {doption of new or
modern technology may be hindered by farmers' difficulty in learning
new skills required. Moreover, risk-aversion which may accompany con-
siderstions for the institution of mejor chenges in farm operztions car
be a deterrent to the adoption of modern technoleogy by farmers.

The preceding implies that the input~intensive approach to in=-

creasing agricultursl productivity is met vith severel constraints,



In addition to those already cited, the fsct should also be mentioned
that the introdi.ction and adoption of certain techrological inputs, in
themselves, camrot solve the preveiling problem of low productivity.
There sre inncvations which are not adoptable under certain conditions
due to some limiting fectors such as soil, climete and others. In view
of these arguments, it can be secn that alternalive approaches to agri-
cultural develomient are imperative.

Whether the approach should lic in intensive rigerous surervision
in farm menagement, or in a big push through massive expenditure for
supportive services and resou:ces, or in a combinetion of these that
would utilize all factors cf production to.the best advantage, would
have to be determined. The role of prices in relation to productivity
should be duly considered, especially in determining the extent to which
it is most profitable to increase the utilization of factors of high
productivities and cecreesc that of frctors of low productivities.

Hayami and Rutten (1971) have expressed the view that the problem
of agricultural development is not that of trensforming static egricul-
tursl sectors into mndern dymamic sectors, but of accelerating the growth
consistent with the growth of other.secters in & modernizing economy.

Johnston and Mellors (1970) have pointed out thet the most prectical
and economical approach to achieving sizeable increases in agricultural
prdductivity lies in enhancing the efficiency of existing & gricultural
economies through the introcucticn of modern technology resulting from
agricultural research cducation and extcnsion.

The case of Japan's and Tsiwan's tcchnological progress vhich re-
sulted in rapid over—all growth of agricultural output is alec the out-

come of agricultural rcsearch extension activities and other develor—
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ment scrvices. Output thzt was obteined Prom ﬁhc operetions of these
undertelings more than offset the large initial investment thercby
incurred.

The foregoing should give due emrhasis to a comrelling considera-
tion for & specific aryroach thet will contributc to increased agricul-
turel productivity and over-41] economic growth., Towsrds this ond,
this parer sttomrts to analyze how Fhilippire rgricultwe hes growr
over the years end to evaluste the rresent, state of 2rriculture in the

country.
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Philippine Agricuttural Situation B

State of Fhilippine Agriculture Problem Areas

The state of Philippine agriculture in terms of the counthy's
growth rates may be characterized as a series of rate decreases observed
within the past two decades. Dalisay (1972) wrote that from a high 9.8
percent yearly increase in the volume of the country's agricultural out-
put during'the period 1950 to 1954, growth rates went down to 8 percent
in 1955 to 19593 4.2 percent in 1960 to 19643 and etill further down to
3.3 percert during the period 1965 to 1969,

Paris (1971) supplemented this with the following observations:

Partial and total productivity indices for 1948 to 1967 show
that total agricultural output increased from 56.7 to 123,3
or an average annual rise of 4.2 percent. The index of total
inputs increased from 61,(' to 24,2 from 1548 to 1967, or an
average annual growth rate of 3.8 percent. There was a
slight increase in productivity for the whole period, esti-
mated at 8.8 percent, However, most of the increases
occurred during the earlier periods especially from 1948 to
1955, The high growth rate during the earlier period was
ushered by the fast pace of the 'Philippine gaveriment's
reconstruction activities, the post-war accelerated demand
for Philippine crops by the United States, and the unabated
inerease in cultivated land,

Growth rates of agricultural income were likewise on a downtrend,
averaging 13.5 percent during 1946 to 1949; 5.4 percent during the 1950s;
and 4,0 percent during the period 1960 to 1969. Since the decrease in
growth rate correspondingly signifies our inability to derive maximum
income from agriculture, there are serious implications on the rural

economy, with more than 70 percent of the Filipinos ¢ngaged in agricul=-

ture (Tanco, 1970) and about 75 percent of the pgﬁﬁlation dependent on






planning, which Dalisay defines as:

... an attempt to facilitatc the mebilization of scorce
physical resources together with scarce human talents

for the develorment end growth of the nationel econory...
concerned with the intervention of the public sector in
the activitie. of the private sector, thru positive deve-
lopment and other policies designed to promote growth and
cherge-toward desirable goels in socizl ond ecoriomic deve-
lopmerit. More importent, perheps in the liglt of cormon
strivings towsrds nstionel identity is the concept of
erterrrise viebility, bised or the comrlction of the
elements in a triengle of private enterprise develorment
and generation of the ever-wicering circls of productivity,
sociel stebility and netiounel growth.

At this time Fhilippine government hes drawn up priority znd d eve-
lopment tergets to accelercte thu growth of the country's rurcl ecorory .

But devclopmert plenning is not by eny mcans a unigue concert in Fhilir-

pine devclorment. Lttemrts #v courtry-wice prograns had been initiated
by verious plerning cormissions during the earlicr steges of the deve-
lopment of the country. The first such attemrt was made ir 1634 by the
Philirpine Mconomic hssociction, which indicrted the rajor problems
then fecing the Fhilippine economy, suzgested aprrorrizte measures for
their solution, #nd delimited the problems for further study end re-
search (Sandovel, 1¢65).

Set up in 1¢37 wes & joint commnittee Pf Filipino and fmericarn ex-
perts who were asked to formulste rccommendetions for th2 tronsform=
ation of the Fhilippine economy from a colonial economic status to an
independent one. This committee's recommendations were far-resching
and could have proven fruitful for the netional economy but for the
outbresk of World “ar II.

A steady strcem of plens ceme after the wer. The first ones
(Joint Philippine-Americen Finance Commiscion heyort end hecommendation

1646, Hibben Flon = 1947, EPeycter Industrial Plan - 1647 tc 1¢51, and
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Cuaderno Flan - 194G) were all aid-oriented. Daliszy (1967) noted that
the underlying 2im of the pregrams wes the accomodstion #nd effective
utilization of foreign materizls and essistance and, only seconcarily,
the mobilizatiorn of internal rescuwces for development. |

The Yulo Plen provided the govermment develoyment gricdes in 195C
to 1$54. Unlike esrlier plans, it laid emrhesis on sccelerating egri-
cultural progress ratlier then industriszlizetior end increasing basic
development services.

Succeeding progrems buceme more deteiled Arnd comprehensive as well
as sorhisticated os modcrn stetisticel techniques w2re used. The mest
recent plens reint +nb prinriiy sect-rs, terd to adept on sgri-busincss ey
prozch, «nd devoie speciel attention tc the eco--ceslled "sccond-generation®
problume or to the arcis of food processing, marketing #nd finance be-—
sidee intensifying agricultursl production., This mry give way to the
ultimrte integration of industries using crricultural ravi rietericls or
semii-proccssed procducts. The intcgretion of a:sriculture and incustry
will not only result in doller savings or e:rnings, but will also in-~
crease the country'!'s gross national output end per cepita income by
creeting more job oprortunities.

Agricultural Dovelorment Planning in the Fhilippines; history snd
Implemcntotion Froblenms

Although develorment plerning in the Fhilirrines hes been re-
adjusted to internel problems cnd resource scrrcities, it still has
notsble wecknozsus such s those menticned by Dalisey, including the
acsunce of porspeétive planring, end the highlﬁ c.ntrelized plenning

procedure #t the national level, i.e. lattle provision mede for regional
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and local planninglﬂ Dalisay also observes that the means of relating
physical targets to sources and availabilities of c-pitel furds have nov
been cleerly defined, end plenning ot the netionsl level, in relation to
comprehensive plenning, remeins largely ur.coordireted, i.e. redium-term
plarning by the fietional Economic Council (rhyesicel planning?, President
jal Economic Staff (investment nlarning), Budget Comrission fiscal plan-
ning) and Central Bank (moretory plerning) have been loosely coordinated
end integrated. It 1is believed thet the current Integrated Reorganisa-
tion Flens of thc Administration wonld lcad to the more coherent opera-
tions of the various government apgencies

facaspsc (1963 erumereted the obstacles %t the setisfectory imple-
mentetion of notional agriculuiural develornment progrems, ae follows:
(1) inedequate goveriment resouUrces; (2) trecitional attitudes and
practices; (3) inadequate infrestructure end merketing facilities;
(4) irnstebility of cxternel markets: sng (¢ failure on the pert of
the goverrment to fermulste an adequete and :ntegrated systenm of poli~-
cies ard to undertake measures for +he promotion &rd etebilization of the
agriculturel cconony . These were “he same problums thet TFaulino cited
in his anatomy of the problems involved in implementing agricultural
plans in the Philijpines.

To provide solutions to these problems, Paulnno said thet the

government is tapping financial in:titutions for support of agriathnmn?

1/ Fegional authorit.ies have alrecdy been creeted, starting with
the Mindanao Develcymw..t Authori*y in 1661. It is asserted,
however, thet even the most advenced of the regional authoritic
.re saddled with the rroblem of inadegnate financaes.
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projects. Intensified efforts are 2lso being excrtod towsrd effecting
better coordinotion among the different agencies involved in the intcr-
dependent activitics of the agricultural program; ot the rural lavel,

comrunity development projects are showing significent reswlts in meet-

ing the problems brought ebout by traditicn.
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National Development Programs/Plans

Joint FPhilippine-hAmerican Finence Cormission
leport and hecommendations

Hibbor Flan

Beyster Industrizl Plan

Cuaderno Plan

Yulo Plaa (laid emphesis on agricultural develop-
ment; more of & publie investment plau rather
then an economic progrem for the Philippincs)

Philippine Apricultural and Industrial Program
(not sutm:tted to the Fetional Economic Council
for adoption bui was nevertheless used as a
guide in pregremming U,S. economic a2id to the
Philiprincs)

Rodriguez Plan (the first five-year Kconomic
Development Frogrem of the Mzgsaysay fdminis—
trotion; sct as its terget & 10-percent in-
creese in netionel income; introduced an inno-
vetion in the Thiliprine ccoromic planning,
i.e. the inclusion of an ellocation for social
develomznt)

M2C Bconomic &ad Sociel Flan

(Five-yerr Fiscel Flen or the First Budget Flan
of the Megsarsay Administretion; the first
attempt to pegrem tin: ficcel nceds and dispo-
sition of thu goverrment)

Undated Five-Yeer Fiscel Flan

locsin Plen (revired IEC Three-Year Progrom for
Economic and Socizl Development; it carried out
deteiled scctoreal developnent progrems and spe-
cific production goals, thus differing from
rrevious progrems)



1962 - 1966

1663 = 1967
1966 ~ 1569
1567 - 1570
1970 = 1973
1967 - 1970
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I. -National Development Programs/Plans (lont'd)

Five-Yecar Integreted Socio-Economic Development

Progrsm

Macapagal Flan

Marcos Socio-Economic Prograin

Four~Year Economic Frogrem {goals included

achieving a growth rate of 6.2 pevcent for
the Fhilippine economy; Iand heform projects
werec given priority)

Four-Year Development Program

Four-Ycer Devalomment Frogram

Four-Ycer Develomment Fregram (expected to continue

the "Green lwvolution! that was started with rice,
to bridge the protein ¢op, ond to expana exports
of both traditional crons such :¢s y:llow corn,
sorghun, ccrncterch, poultry, «gge and pork)

The programmed térg.t ic an inciease in the netional

income of 6.25 percent onnuelly, or specifically

a reiscé in the sufficiency rotio fer foodecrops
from around 85 percent ir 196% to ©5 percent by
1674 for livestonx, frem the per copits conswnr-
tion requircment estimate of 45 percent to O4
percent; for fishery, irom an estimeted 71 percent
to ¢3 percent; snd to expend wood production by

2 percent.

Land Reform Frogram

Iond Develomment Progrem -~ lend Classification

and Soil and ‘.ater Managcment of the Bureau of
Soils.,



1968

1672

1972

II.
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Regional/Sectoral Frograms

Cehtral Iuzon Integrated Agriculturcl Deve-

lopment Frogram (aimed to meet tenancy prob-
lems, combat lawless elements, reise per
capita income and employment levels and in-
trocuce improved ferm practices)

Central ILuzon Rehabilitation Program - Deve-
Torment Council/WEC Matisayon (a specizl
integrated program for Cotabato)

NFAC Ilocos Fecdgrain Frogram

Reforestration Projcct of DANR, the National
Youth and Manpower Council and Coordinating
Council of Vood association (designed to
replent 100 million trecs, over the L0,000
hectares Fantabengen tister used in HNueva
Ecija)

Candaba Swamp in Sen Fernando, Fempanga

Nucve Ecija Land Fefcrm Integreted Develop—-
ment Progran (MEILIDF)

LIDECC Four-Ycer Socio-Economic Development
Frogrom




III. Others

1965 ~ 1670 Five-Year Frcerem of the Agricultural Product-—
ivity Commission (APC) (cxpected to effect a
higher farm production thru the expansion and
improvement of existing irrigstion systems and
their subsequent turn-ovcr tb cooperatives for
effective menagement, meintenance and control
when devcloped)

1967 a. KCPCC Integroted Drier Program

b. World Food Prcgram (carricd out in developing
countries by the Food and Agriculture Organi-
zation of the United Netions; eimed at provi-
ding farmers foodstuff such as corned bcef,
luncheon meat, processced chcesc and drie?
sicim milk at a very nominal cost)

1670 NFLC Feed Grains Frogrem
(aims to mect the estimated need of 1.34 mil-
lion cavare of ycllow corn and grain sorghum
for the first half of 1¢70-71; to attein self-
sufficiency in soybeens ir 1676 or cerlicr, to
stabilize farm prices, to promote continuity
of increased production thru improved yield
and merket conditions znd soybecens exrortation
after meeting local requircments)




Philippine Agricultural Davelopment
and Growth: A REVIEW

Rice and Corn

Rice. It is understandable that the bulk of research studies

should be concentrated on rice as it is the staple food item of about
80 percént of the Filipino peopie (Drilon and Goldberg, 1969). Some 3
million hectares representing 4O percent of the country's usable land
are devoted to rice while about 60 percent of the labor force are loca-
ted in rice-producing areas, and more than 15 million Filipinos depend
on the industry as their main source of livelihood,

The country's rice productior. during the 1950s and towards the
taileend of the 1960s was considered one of the lowést_in the world
(Bratton, 1954) and our rice yield of 28 cavans per hectare was consi
dered poor (Lawas, 1968), particularly when compared with Thailand's
rice yield of 35 cavans per hectare (Swangwatana, 1969), Our rice yield
barely reached a third of Japan's (Cook, 1961) and trailed those of
Formosa, Indonesia, Burma, and the United States (Maulit, 1967). Rice
importations were continuously made during this period. Statistics
from government offices show that except during the year 1959 (when there
was a huge surplus carried over from the 1958 importation), we have been
a considtent rice impcrter,

From the observation made on a loig~term basis for a period of
about half a ¢entury since the early 1900s, Ona and Hsieh (1966) noted

that the unit yields of both rice and corn have been maintained at a
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steble level without significant improvement. Significant increases
during this perind had been due to expandcd hectarage.

Concentreted govermnent efforts to provide the necessary farn faci-~
lities, inputs and scrvices have effected significent geins in Philip-
pine ccreal production. Whether or not these increments have enabled
the country to be self-sufficient in rice st one time or another is
still debatable.

Banogon (1959) claims that since the second woild war, the Philip-
rines has been self-sufficient in rice "for only three years - 1653,
1657, and 195¢ - wher domestic production exceecded normal consumption,"

The Food and Agriculture Orgrnizetion (1670) noted that having

reached self-sufficiency (underscoring ours) at the ¢nd of the four-

yeer program for 1$67-19¢70, the Philippincs is entering the seccond pro-
grem with & paddy production target of 6,66 million in 1974. It in-
tends to cover the present irrigeted erea of £60,C00 hectzres with FYVs
by 1973. To avoid surpluses, sub-merginel lands arc to be diverted to
other crops during the first and second years of the program.

At present, a continuous imrortetion of rice from thc United Stetes,
Jepen, Thailand and China is being made to meet domestic needs. The
large volumc of our 1972 importstion hes been made necessery by the bad
crop in 1971. The poor rice yield in 1971 mey be tricec to a number of
reasons, foremost of which érc the peece and orcder situation, followed
by disesscs, which destroyed a considerable portion of the rice crop.
St1ll further, thecre were typhoons which hit the rice aresas, particular-
1y bortions of Centrel Iuzon and Quezon Provincs, and, as a coup de

grace, "the after-effects of the floating exchange rate" (CKC, 1572).
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Corn. Importationof corn, the staple crop of 21 percent of the
Philippine population end a major feed ingredient, cre etill being mede.
USDL projections hed it that 2%1,0C0 cavans of corn were to have been
imported in 1567, and 478,000 cavans in 1968 (RCh, 1967). Although corn
production increzscs from year to yeer, the increment is mairly due to
expanded hecterege. The average corn yield per unit area in the Fhilip-

pines is still onc of the lowest in hsia.

Froblems in production. Short:ges in corn and rice production arc

attributed to under-production and inefficient distribution. The root
cause of low ceresl output may be traced to tenancy problems, lawless-
ness, tungro, worms and dovny mildew, lack of nodern farm implements
ard necessary ferm inputs such &s fertilizers, insufficient finances,
adverse weather conditions, smell ferm sizc, inadequate technicel ex-
pertisc ond insufficient irrigation fezcilities. This lest - irrigetion
is particulsrly en importent aspect in production since it is an infre-
structure requirement in agriculturcl development (Wickham, 1972).

The narketing problems of the rice sud corn industry, on the cther
hand, incluce the leck of mechanical dryers and warehcuse and transport-
ation facilities, erroncous grading and classificetion, inefficicent co-
operatives and inadequate credit (#nao, 1950). Iow prices for their
produce are also among the problems faced by rice end corn fermers.

The same problems werc obscrved by fintiporta and Huelges in their
1671 study on corn production and merketing in Cotzbzto and Bul<idnon,
who wrote that

...corn production and markcting in Cotabato and Bukidnon

arc beset by tcchnical and economic problems... (technicel
problems) low physical productivity of the farms, incidencc
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of pest end diseasc and lack of expertisc end inform-
ation on corn production. The eccnomic problems include
the lack of capitel for financing the e¢nt ryrise and the
absence of feeder roads and trading storage facilities.

Still =nother reeson cited for the low cereal output is the lack
of proper legislative support. liontelibano (1664) asscrted that the
mein reason for the constant and increesing deficiency in the country's
rroduction and supply of staple products has been the adoption of wrcng
economic policies. Maulit 1767 ) also indicected thet government assist-
ance in the form of price support is e failurc, being iteself basically
much mcre political than economic.

Congress passed price support lews to stsbilize the ricc and corn
industry. The c¢nactment of Llhese laws entailed the estoblishmont of
regulating bodies, the first of which wes the Netional hicc and Corn
Corporation (I RIC) under k... 663. MN/LIC followcd » program of regu-
lating supply end stebilizing price by mainteining buffer stocks and
authorizing ceresl importetions.

NLRIC, 8s scme authors incdicate, wes not too populor cmeng fzrmers,
Tiongsor and Corcolon (1963) said thet while frimers recognized thv con-
venience of trading with the government agency in terms of the fevor-
able prices N'RIC offered, they preforrcd to trede with privete cenlere
beceuse of delaycd peyments inhercnt in deeling with government ogen-
cies,

In eddition to the above limitrtions of the rice sgency, frzadon
(1660) wrote that

NLRIC lacks fecilities such as meisture tester ond grein
dryer, for conditioning the ;rrin., 2oven the piling of

rice sacks in 44 meldistribrted NEIC werchouscs was
epparently dene improperly, crusing unduc rice spoilege.
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Lobadan end Viasdo (1959) added thet

...genersl conditions in NERIC warchouse favored
the rapid multiplication of various pests....

N/RIC war replaced by the Eice and Corn Ldministration (RCA) with
the enactment of R. i. 3452, otherwise known as the RCE Charter (leter
amended by R. /. 4653). RC# pursued the same objective sought by N/RIC,
i.e. stebilizing the prices of palay, rice and corn and corn grits. It
eiso followed the procedure of regulating prices by absorbing from the
market scasonal surpluses of the cernals during harvest and unloading
them during the lean months. RCA was guided by the following policies:
(1) price support for palay of at least F16.00 a cavan kilos gross,
clean end dry, F.0.B. nearest RCiL center, (2) price suprort for corn
of not less than $13.00 a cavan of 56 kilos, clvan #nd dry, F.0.B. near-
est KCh; (3) sale of rice recovered from the palay purchased by RC/ at
P1.4° a genta for the ordirery variety, end higher priccs for better
verietics; (4) sale of corn grits at no more than f0.80 per genta; end
(5) insticution of the quedsn system of nrocurement requiring the pur-
chaese of palay &#nd corn grqins by the RCi through payment against ware-
house receipts.

EC/'s initial implementztion of the price support law for palay
and corn was apparcntly effectivc. The average rrice of palsy through-
out the country incressed from F13.50 in 1965 to ¥17.40 a caven in 1966
when it meinteined 2 floor price of P16.00 for the cerezl. Similarly,
the price of corn incressed from F10.00 in 1965 to F12.00 in 1966 and
further up to F13.00 in 1667. Thesc increeses led to higher palay ond
corn yiel¢ and consequently to greater.farm income. RC/ rerorted that

...increcsed ferm income resulting from increases in
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prograﬁs,\the Philippine National Bank is intensifying its commodity
loens for palay stocks, and is undertsking the financing of & losc—
safe system of storage.

inother lew that ensurcs the promotion of the welfare of Filipi-
nos engaged in the production and distribution of rice is R. &. 3018,
othervise knovm s the Rice and Corn Mationalizaticn Iow. The law
sets aside P50 million in DBF funds to be loaned out to rice and corn
millers, prccessors, énd others engeged in the marketing of the cercals.,

icgislative supports were coupled with the implementotion of prior-
ity progroms designed to step up cereals production. The Rice and Corn
Sclf-sufficicney Frogrem, programmed for fiscel years 1667 to 1970,
spceifically sought to increcase rice end corn production by 7.5 percent
in 19673 15 percent in 19685 22.5 percent in 16€¢; anrd 30 percent in
1670. Thc means to be utilized in acceclereting the growth rate of the
country's cercol output uwndor the progrsm ere: (1) the establishment
of flocr mricee for paddy rice (paley) end corn; (2) construction and
repeir of irrigertion systems; (3) EYV disseminatio.; (4) proper soil
managemert end fertilizer application; (5) control of pest #nd disecase;
(6) extension of adequate credit to rice #nc corn farmers; (7) infra-
structurc dovelomment to ease morketing difficultice; ard (&) conduct
of resecrches. vince 1€52, rescerches on rice and corn have been con-
centrated on varietal improvement, cultural management end crop pro-
tection.,

!nother cereals production program is the Feedgrrin end ‘hite Corn
Progrem of the Netional Food end figriculturc Council (NF[C),‘programmed
for fiscel yeers 1971-1874. [lumong the cbjeciives of this program arc:

(1) to s»tisfy the increesing demend of white corn for humsn corsumrtic..
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and for industrizl uses, and (2) to producc enough yellow corn, sorghum
and soybeans for the feed rcquirements of the livestock and poultry in-

dustry.

Frogram implementation problems. Hsuech (196#) listed the socio-

economic factors associsted with the implementation et the ferm level
of rice production program as follows: irrigation watcr; divisible
physicel inputs, extension-cducation service, credit instituticns and
incentives, fermers! chirscteristics, znd communicrtion snd institution-

al arrangcement.

Coconut,

Cocorut production grew rapidly @t an 2nnusl rete of 35 percent
Just &fter the wer, declining to seven percent at the end of the 1¢50s
ord cven in the 1960s (Caramencion, 1¢67). MNyberg (i1€68) s2id thet the
long-term growth rate in coconut preduction from 1911 te the mid-1960s
was asbout 5 percent per'annum. This wes accounted for almost entirely
by c¢xparsion in the use of traditional inputs -- lend end loan. hicks
and McNicoclls (1971) reported that the long-torm growth in yield during
this some period was less then one percent per snnum, nuch of this yield
due to the shift in gcogrephicel distribution of trees [row Luzen to
the higher yielding regions of Mindenso, Decreeses irn coconut yield
vere cause. by the occurrence of typhoons, kadang-kadang infcstetion,
use¢ of primitive prccessing facilities ond cruce producticn methods at
the ferm level, inefficicnt domestic markcting systum that gives the
fermers less than 70 percent of the value of their produce, inadequate
credit and even the lack of a well-coordirrted coconut developacnt pro-

gram. Coconut farmcrs interviewed for & particulsr study stoted thet



they rarely resorted to covercropping, grecnh manuring, fertilizing,

" cleaning ond pest and disease control (Dionglay, 1978), fbella (1967)

set the grewth rotes of copra and coconut oil productions as follows:
During the pre-war (1920-40) period, production of corra
increased by 3.15 percent and then at an cven faster rote
of L.25 percent during the period covering the years bot-
ween 1946 and 1965. Froduction of coconut ¢il, on the other
hand, increased by 9.45 percent from 1946 to 1965, more than
double the rate of copra production for tre same period,

To boost coconut productior, the government has leunched coconut
rchabilitation progreme in 26 leeding coconut-producing provinces. It
is designed to replant old and devestated coconut plantations, open new
ones, and sct ur demonstration plents in strategic areas which will scrve
as show'~windows on propcr ccconut éulturc and moirtenesnce (BFI, 1971).
The cstablishmenl of o coconut rescarch an¢ brecding center in Zamboongs
City is expeccted to hasten the development of the coconut industry.

The Coconut Coordinzting Council (CCC) hee likewisc come up with e pro-
gram thet irvolves massive research in inpreved production techniques,
proccesing end marketing of coconuts. CCC will derloy trained form
nmenagenent technicians and reseerch: teems to ascsisl farmcrs in using
the scientific method of germinating scednuts known as the "polybegh

system. It also plans to put up 2,400 prope  ion nurseries in 800

nmunicipalitics.

ibeca

The present stzte of the abaca industry in the country indicatus
a retrogression when its production retcs arc viewed. The Nationel
Institutc of Science and Technology (1¢70) noted that abaca production
has lergely decreased efter Vorld Wer ID. In 1660, abaca procduction

was 747,076 beles, some 555,027 bales shy of the totel crop yicld in



1910 to 1940,

The abaca inductiy faces several problems. In the Bicol hegion,
abaca growers get low prices for their produce. This mey heve stermed
from the tight moncy situation in the oarea. In NMirdsnao, thce morket
for abaca has bcen partly seturoted by synthetic fibers. Sc with the
world merket which has beon increasing its sisal censumption (/inon.,
1971).

Four problems in particular limit the cxpansion of sbace vroduct-
ion: first, the prevalence of mesaic and second, occurrcnce of typhocns
which have destroyed potential larger harveste ond have discoursged Trr-
mers especially in the Bicol arca; third, enticgusted production muthods:

and fourth, poor markcting facilitics.

Fisherics
Fish catch in the Fhilippince hos been smel]l deerite the vest
fishery rescurces that sbound in the arce. s 1theugh FLiliprine fish-

™~

ing resources consist of 1€6 nmillicn hectiver of morine woter [coastel
ond offshore), onc million hectarcs of fi.sh weter (1ekes, rivers,
swamps, pacdy fields, etc.) and 500,000 hectivus of brackish water
swamps, we had te inport roughly 50,000 nctric tcrs of fish worti: PO
million in 1467 to mect locel censumption recdr. Locorded procuction
for the perind wcs cnly 746,000 metric tons ond cleordy higllishte the
under-utilizaticn of our fiskurics resources. Irnc (1968) eler reveeles
that our marine vatcr covere approximetel:. 186G million hectrres, of
which only thc cosstel and the immedicte offsho:c arcas ere utilizec

for fish producticn; "..., we heve one million hechterce of inland bociis

of frcsh woter that are potintinl arves lor fish production of which
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only &bout 40 percent has so for been exploited and ... about 500,000
hectares of swamplends which could be converted and developed into
fishponcs...

Seversl reasons ven be cited for the low productivity of Fhilip—
pine waters. Cre of them is that although ithe Fhilippincs his en ox-
tensive coastline of 11,000 miles with numerous protected anchoragc,
the continental shelf erounc the several islends is narrcw. This phy-
sical geogrophy has limited the productivity of PLilippinc merinc aress

(Iuna, 1€65).

Tobacco

The fullect potential of the Philippinc tobacco incustry has not
been developed due to severel reacons. Traditionel practiccs in tobaces
culture still persist, thus leading to the hervest of pocr or low-gua-
lity tobacco leaves. Street (1963) obscrved th:it the tobacco industry
in the country hos been intrinsically crmesh.d in poll” e, to the cde-
triment of the industry in parficu]ar are of the country in genersl.

To helr dovelop srd strbilize the industry, the Fhilippine go-
vermment institutec o system of pricc guarsntecs enc dircct purchasc
from the frrmers — & system knovm es the Tobecee Subsicdy, but Street
further cleins thet this, too, feile¢ in its objcetives.

The Philippine ~ wacco icministrstion (P7t) which had been as-
signed the tesk of implcmenting the tobacco suprort policy of the go-
vernment (F./. 1194) was the butt of criticisa for some time. Con-
ments contered around the delayed paynunts of the tcbaecco levels pur-
chasec and the poor schedule followed in crop procurcment. In spite

of the lower prices private deelers offured for their tcbecco creps,
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formers chose te deal with them beceuse they received immediate payment
in cesh.

The failurc of the PT/ to carry out the tobeccc stabilization pro-
gram promsted the government to stop the tobaccc subsidy, but it should
be noted :het earlier moves to abolish the ITL hed becn oprosed by the
farmers thaasclves. Tobacco fzrmers were assured of ¢ higher price for
their produce by the FTA, mainly beceuse it wented to compete with other
tobacco buyurs. & higher tobacco price and a ready merket though were
found to have disincentive cffects on production. Farmers werce certain
of a market for their crop irrespective of class. Thus, they did not
exert efforts to improve the quality of their produce. This loorhole
gave birth to a proposal to restrict the auction flow system of markct-
ing leef tobacco %o the first two gredce tc improve the quality of the

crop and meintein it on a competitive level,

Fruits and Vegetables

The Department of Trede end Tourien (fermerly the Denertment of
Commerce »rd Industry) has noted ¢ grewing consumytion demend for fruits
and vegetebles iﬁ the country, spurred meinly by the cxrending requirc-
ments of a repidly increasing populetion. The Mucritive export nrrketes
for prescrved fruits ond vegetebles #lse add inmpetus to the develonment
of the industry. The Tresidential Ecenomic St=f (FRS) mentions ot
leest 13 Philippine fruit cond vegetsble proécssors vho heve an aggre-
gzate consumption capacity of about 121,700 metric tens sunually based
on an eight-hour shift. DIT further roports thet althcugh fruit ond
vegetable production hns been on the uptrend in recent years, ne sur-

pluses in preduction occur.



What hinders the expansion of the fruit and vegetable industry?
Insufficient trensportestion, merketing end storage facilities have dis~
couraged farmers from venturing into large-scale production. The prob-
lem of inadcquate tecinical expertisc also confronts fruit and vegeti-
ble growers. Comdas (1960), speaking on the production methods used in
Baguio, commented thet the culturel methods used locally are not as ad-
vanced as those used in other fruit-growing countries.

Comdas said further that the develomment of vegeteblc processing
as an industry has been hampercd by the lack of capital and skillful
technicizns, fluctueting prices of fruits and vegctebles, increasing
prices of packaging materials, and difficulties encountered in import-

ing needed machincrics, among others.

Maago. The National Food end fgricrlture Council (IF/C) has duve-
loped 2 progren for the promotion cf the margo industry in Guimares
Island, Iloilo, with an eye &t its export potenticl. [mong others, its
operating plans rcvolve around the estrblishment of medern systems or
methods of eommercial mango production, production of an adequatc sup-
‘ply of mangoes, ond the orgenization of mengo producers and exporters

into cooperatives.

Banana. Extensive studics on the type and quality of benana
fibers, hove rovealed that banana fibers equal if not better lanila
Hemp in quality. Banena fibers are not only good for processing into
valueble pulp and paper products but are zlso good for manufzcturing
twine, rore, sacks, heavy packing fabrics, mats and rings.

i preliminary investigetion of the Mindenao arca hes indicated that

there is a lerge quantity of good banana land available for cultivation.
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Its development is ecornomically feasible and would find welcome among
both privete and government sectors. ilthough privatce investment on
the benane industry has been heavy, the government hes not stopped its
efforts ot further developing the industry. The banana cxport trade
is currently flourishing and the BFI has been particulerly unstinting
in its assistsnce to the vari-us secctors making up the banana induse-

try.

Citrus. Citrus has been an e¢stablished crop in several arcas in
the country. Mindenao and Betanges arc known for their lerge citrus
plantetions and citrus is also grown in other placcs. A major problem
of the industry has been diseasc. The Bureau of Flent Industry (BFI)
has begun 2 citrus budwcod certificetion progrem in the Bicol Region.
The program aims to assist nurserymen and growers in the propesgetion

of virus-free citrus troes.

Pineapplc. fhe Research and Flanning Becard (1669) of the Cffice
of the Governor, Dsct, Comarines Norte seid that th: pinecpplc industry
of the regicn faces a bright futurc. The plece hes emple lands availe-
able for increasced pinecapple hoctarage. Fincapple is also grovn on a

wide commercinl scale in sonc arces in Mindenso.

Tomato. Caibigan (1971) showed that tomelous are merketed hap-
hagardly in Celaca, Betangas. [rarmers arc often forced to scll thedir
produce 2t low prices to wholesalers becsusc of cut-throst competition,
transportatiorn, storege and road prollums, and lack of proper pgreding
and stendards. In Cebu, tomato formers in southern towns plant on off-

season crop of giant tometocs to avail of the seascnelly high prices
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prevailing. Tomatoes grown in the Mounteln krovinces are consiuvivd
comparable to those grown in temperate countries, but they also face

marketing problems.

Scrghum. Sorghum, a dry-scason cron, may be planted side by side
with tobscco. It is & satisfactory substitute for corn in feed mixture.
Thus, its cultivetior is being encouraged. The Four-Yesr Develorment
Frogram tor fiscal years 1672 to 1975 proposecs the planting of sorghum
in arcas where esteblished feedmills cxist, es in the Iloces kegion, Ca-
gayan Valley, Central Luzon, Southern Tagzlog, Bicol, Iloilo and Cota-
bato.

The low level of sorghum production can be attributed mainly to
the uncertainty of the merket for this crop anc the lack of information

on the proper culturzl practices which serhum requircs (DT, 1971).
o q

Soybcan. Corcoler (1671) seid that the total scybern demestic pro-
ducticn wes up during the period 1959 to 1962 but grouuelly slid down
during the years 19€3 to 1%68. Lzrge volumes of soybean imports wer:
made in 1963, 1965 and 1566, amounting to 11.5, 11.7 and 17.0 million
lrilos, respectiv.ly. The 1668 importation for soybcan amountcd to only
594,500 kilos.

The current annual consumption of fuedmills amounts to 65,000 tons
-thich is the production equivalent of 40,000 hectercs. This is exclu-
sive of the nceds of small-sceic factorics producing protein-rich foods

such as soybesn, tahuri, tousi end iokwa. Under the !TAC Fecdgreins

Frogrem for fiscal yecre 1971-1974, self-sufficiency in soybeens is
projected to be attaincd in 1€76 when'about 86,400 hcctarces will have

been pleuted to the crop.
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Corcolon further said thot more efforts must be exerted towards
the promotion snd improvement of the soybcen industry. More informa-
tion on betlter yielders emong the aveilable soybeon varieties should be
disseminated in regions wherc the crop is alrcady grown extensively.

At present, rescarch on adapteble and desirablc scybean strains of soy-
beans is being done at the University of the Fhilippines in Ios Banos
and in verious BFI stetions. UPCAL recently relenscd CES 486, a high-

ielding strain of soybeen which can produce two tcns per hectare.
(&]

livestock and Foultry

The supply of livestock and powltry availeble locally has lagged
behind nutrition2l requircments. The supply of poultry meat, according
to Madamba (1969), was only 42.2 percent of sufficiency in 1669; pork,
77.4 percent; beefl end other kinds of meet, 52 percent; milk, 1.7 per-
cent; and eggs, 71.5 percent. This expleins why the country hes been
spending a substential amount for the importation of beef ¢nd milk,
Miller (1969) suid thet the Philippines... spands almost F20 million
anrually for imported beef.

Froduction. Iike any other farming enterprisc, livestock raising
has been subjected to technicel deficiencies, manegenent inofficiercy,
inadequete crudit, absence of trorpically suitable de#iry breeds, and
increesing cost of animal feeds. Modambe (1.,70) seid thet full utili-
zation of all available resources in thc country con produce 13,380, °00
animal units or 16,057,080 head of cattlc and carsbao at the extraction
rete of 35 percent and an averege carcass weight of 150 kgs. This would
be equivalent to an annual becf production of 843 thousand metric tons.

The Food for Freedom Program, a NEC =US/ID Filot Froject, wes
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initiated in 1968 to improve the production of livestock and feedgrains
in the Philippines. Feedgrain production was also intensified with the
adoption of the feedgrain program which provided for the establishment
of feedmills in strategic places, e.g. in Northern and Southern Mindanrao,
Cagayan and the Bicol Region where corn is being procduced as the princi-
pal crop. Added to this is the ihcentive given by the Boerd of Invest-
ment (BCI), in the form of its Third Investment Priorities Plan, speci-
fying corn and soybeans as preferred areas of investment. The develop-
ment strotegy for the livestock and dairy industries includes the imple-
mentation of a national artificial insemination program for cattle,
carabao and swine with the use of quality frozen semen. This is a fas-
ter and cheaper means of upgreding the Fhilippine breeds of livestock.
The Dairy Training and Resesrch Institute (DTRI), in Jine with the
efforts of the government to incresse the country's meet and egg product-
ion, carried out 2 resesrch pilot project on milh ccllection. The Ios
Bafios Milk Collection Scheme had the following objecctives: (1) to tep
as much mille as possible from carabaos; (2) to improve the milking
capacity cf native cerabaos thru the upgrading of Murrah buffeloes;
(3) to pay a recasonable price for raw milk to the carabao owner; and

(4) to sell processed milk et a reesonsbly low price to the consumer.

Marketing. Livestock and poultry production face marketing probs
lems. Inefficient distributior. is attributed largely to lack of storege,
processing and transportation facilitics, the lack of:greding stendards
and measures in some places and their inefficient enforcement in others
has been detrimental to the farmers.

The lack of storage facilities in the Greater Manils Area is, howvever,
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not eritical. Filipinos are generally prejudiced zgainst chilled meat,
as a result of centﬁries of prectice and custom. Meat, thus, is mark-
eted warm in Manilaf The swvailable chilling facilitics are utilized to
store animels slsughtered in excess of the dily requirement.

To safeguzrd public health, Manila Ordinance 4739 was passed pro-
hibiting the scle of meat of illegally slaughtered enimals and to hold
those responsible for the act criminelly lieble. But generelly, legel
action is resorted to only in casce of inveterete violotions and where
large quantities are involved.

losses ere zlso incurred by the livestock industry from the non-
utilization of slaughterhouse by-products >ike c¢ffals and condemned
cercasses. In Mznila, elone, the Vetcrinery Inspection Boerd (VIB) in
196, condemned at leest 41,555 kiloe of crreassee snd cther sleughter
by-products, 47,514.7 kilos of renderable matericls such @s confiscated
"hot meat) spoiled mecets surrendered by the verious cold stores in the
city, and confisgatcd fish and fish by-products. These rew materials,
if processed by derendering would yield 23,700 kilos of mest and mee
products and 11,880 kilos of tellow worth F10,306.50 end ¥2G,700, rcs-

pectively. A derendering plant will then be ¢f inestimable velue.

Seed Distribution Program

Seed certiticetion in the Fhilirrines started in 1657 but turned out
to be a tailure in 1666 when less thar one percent cf zll seeds required
were certificd (Beachell et 21, 1G68),

Tomeso ¢t al (n.d.) give a more deteiled discussion of the seed

certification progrem of the Burcau of Plant Industry (BPI) as follows:

"In 1960, en incresse in the volumc of certificé sceds was noted. This
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indicated thet more #nd more fannoré are learning to use the recommended
seed veriecties. In 1G64-65, however, the volumc of seeds distributcd s
well as the number of farmers using these secds dropped. Probably this
was due to the sudden incresse in the price of these sceds. From f960~
61 to 1963-6L, the price of foundation end registered sceds was ¥13.50
per cavan ¢nd thet of certified seeds, F12.00. 1In 1G64-65, the price
rose to P25.0C per cavan of foundation secd.”

This certification program has been revised, this time with the
private sector of the cconomy essuming a major role in meintaining the
supply end distribution and in promoting the use of certified seeds in
cooperation with several government apencic s,

Honrado (1961) notes thot significant improvements in rice and corn
seed production in the Philippines heve been etteined, bul there is yet
no systematic seed production sind certificetion program for vegetsbles
and other legumes. This was supported by Celestino (1568) who observed
that vegeteble sced production under local conditicns has not bcen suf-
ficiently studicd. Obviously, what has been done s fer is only @ scratch
on the surfzce, espzcially on those relating to improvement fhrough breca--
ing and through better and more efficicnt culturel techniques. Other ¢s-
pecte, like the techniques of meinteining genetic purity and producing
discese-frec sceds and seed plants, remein untouched. Celestino eddued
thet as of 1668, no single enterprise in the Fhilippincs specializea in
the production end distribution of seeds to vegetable growers. Host
vegeteble seeds used in the Fhilippines erc imported, neinly from Jarsn,
the U.S. and Taiwan. Very few business concerns ere engeged in vegeteble
seed importztion ard only as a sccondary business. Some governmert cger-

cies also cften import a limited amount of vegetevle sceds normally dis-



tributed through farmers! cooperatives. Since seed importation is
usually limited trey are often expensive.

To hoost the secc program, Honrado further ssid that experiment
steticns ard sced lzborstories should be esteblished; treining on seed
technology vncertaken; sced sclection, hybridization ceiried out and
maintenence of zced purity and sced production ~nd distribution certi-
fied by government institutions. The Internetionel Rice Research Instie-
tute (ILEI) hes contributed much to rice verietal improvement, IRRI's
breesding work on Jepenicecs, indices and Jjeroni-indica crossos having re-

sulted in the discovery of IR&-288-3, now known es IRf.

Disseminctior of EYVe

In the mon: - ‘“ropics, the Philippinesso fir sceme to be the
greatest bencriciary of new technology with zbout 40 percent of its
rice arca (1.3 million out of 3.2 million hecteres), rlanted to high
yiclding verictisze during the 1565-70 cror s¢ason. Brrker ond Suintens
(1962) rrevidec & Lighcer cstimste of the spreac of HYVs in the Philip-
rines with their cleim thot eprrexivetlly one-helif of the rice-groving
are2 is ot precent plentad te fertilizer-reeronsive varietics. High-
yicelding verietice (i7Vs) of rice were first irtrocuced in the Fhilip-
pince in 19td, 2o the firs! (IR-8) of those hed ot first been regorded
with skcpticism.

IRRI h2s adopted the minihit concert of distrituvicn of EYV seed.
The minikit wns develeped to nllow a2 lergs nunber of tyvierl rice fer-
meres to evelurte "new rnd improved! stroirs Sp their - ficld before
they erc ofricic1ly rileosed rs verictics. Tt contrins the recommendec

fertilizer rates for the new rice streoins rlus neuded granuler arnd
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spreyable insccticides end herbicides and mimeograrhed sets of instruct«
jons on proper cultural prectices. ILRI (1¢69) rerorted thot while some
opurrtional problems were found, it was severally egreed thet the mini-
kit concept wns velid in thot fermers were eble to recognize "superior!
sclection of verietics when given the chance to observe then on a day-
to-day for & full secson.

Lt this time, indicoticns ere thet the gains in the use of HYVs
have been below the expectztions of scicntists end pelicy-mekers. Cri-
sostomo end Berker (1€71) talk of this as follows:

... yielding contribution alone te annuzl output has been
about two pcreent per ennum between 1944 te 1966 ond 1¢68
to 1670. The figure combircs the c¢ffect of a rield in-
cresses of 18 percent (for four yenrs) cn irrigoted lands
plented to the high yielding verictics with e much lower
yield gein ir other arces. In addition, it must be recog-
nized thst the cxpension ¢f irripsted sres es well as the
celine in nen-irrigated erce may have beon the direct
result of the introduction of high yielding verietics. It
is imposgible to consider these cffects independently and
therefore impessible to sey vrecisely how much of the 4.5
rercent grovith rote should Le attributed to high~yiclding
varietics. Nev.rtheless, it is @lso clear thet the yield
seins Leve not come up to the expectaticn of scientist and
policy mokers clike.

This contenticr is suvported by Ishikawa (1970) who seic that the

98 \

yields jer heclare of Ili~% in the formers' ficlds (particularly ir Cen-
trel Iuzon) sre much lower then those attaincd in the experimental
fields at the IRLI and provsgrted throughout the country end even ab-
rond, which showed the potentiality of EYV yicld of 7 tons (in wet sce=-
sun) te § tens per hectere (in dry scaseon). Hodel yields in Central
Iuzon arpeer to be eround L.4 tons.

Crisostome and Berker furthcer stete that o separatc sct of govern-

ment strtistics on rice releosed by HFAC is at verirnce with the above

firdings. In Octcber 1471, it was reported thet the yields of EYVs
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return to old verieties. Ishikewa (1670) "took notice of the enthusias-
tic responsec of larger farmers and even non-cultiveting landlords, who
are tronsforming themselves into coumercial farmers, to the new econo-

mic opportunitics creested by the innovation.



4'AND REFORM PROGRAM

LAND REFORM AND 1L AND [ISF

Land Reform Concegts[Objectivaa

Land reform has been defined in quite a number of ways, Some authors
limit its definition to a few cohcepts and/or postulates, Some heavily
shift its bearing on particular socio-economic issues while still others
give. it an encompassing, sweeping def*nition,

fhomas F. Corrall, a participant in the 1954 conference on land
problems in Asia and the Far East held in Bangkok aptly stated that land
reform means different things to different people, At various times, to-
a number of people, land reform has separately meant access to land pre-
viously denied; puttirs land to efficient use; a political tool in order
to win support and/or loyalty of various classes of people; an important
step toward state gontrol; or interference with private property rights;
taking land away f;om someone to give it to someone else. Others view

land reform as a wide field of over-all improvement activities such as ru-

3
\

ral credit and extension services, often embracing the whole field of ag-
ricultural development,

Indeed, land reform can be all these, In many ways, it is as broad
as the concept of government and its definitions range from the eimpiest
land-to-the-tiller slogan through the generalized large~scale change in
existing tenure patterns to the more economic concept of zggistribuﬁion of

agricultural incoms and earning capacity,




In‘tho Philippincs, the most apt definition of land reform secms
to stem from the conglomerated political and economic aspirations of the
peorle. Hoselitz (1961) says that thc distributional ond egalitarian
objectives of land reform may at times be of vast politicsl importance,
and it is conceivebiz thot in extreme ceses, lend reform may become &
policy measure ncecessitated by actual unrest.

Cook (1961) made a blunt evaluation cf thec lend reform program in
the Philippines in the 1950s when he said that Fresident Megsaysay used
it.to "undercut the basic eppeal of the communist-infiltrated Hukbalahep
rebellion in the heavily tenanted arees, and thus made possible the sur-
vival of the Republic .

It is not highly speculative to add that Fresident larcos is at
present intonsifying the implementation of land reform to quell the re-
currence of similar uprisings or infiltrestions.

huthors scem to have the concensus that land reform is & poten®
motiveting force for incrcased farm productivity in the rural sector.
Baskinas (1971) says thet "land reform . . . generctes incentives to pro-
duce . . . " Moreover, the acquisition of an economy—sized—fann doubles
the fermer's frecedom potential ¢s ovmer-cultivator. Io¢ssces become doub-
ly receptive to improved cultural practices. In the First isian Confe-
rence on /gricultural Credit and Cooperatives held in lMenila in 1970, it
was discussed that insceurity of tenency together with high rents and
abscnce of rights over cultiveted lend posc a serious obstacle tos
1) the widespread adoption of intensivc sgricultural prectices and
2) the flow of nccessary credits and farm inputs. The findings of Hsuch
(1968) rcpudicte by implication the cleinm thet nen-ovmership of lend re-

teards growth of rgricultural procuctivity. Hsueh founé thot farmers!
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ovmership of the land they till will not necess~rily mern thet imploemen-
tetion of the rice rroduction pregrin at the ferm level is more likely
to teke plece.

Eaup (1668) adds thet 1lrnd reform nlso provides A new brsis for the
nidentification of reward with effort, of b2lancing costs rgoinst re=
turns." In thc present Philiprine setting, it irdecd appears t¢ be the
most premising instrument for socirl justice. Cn the other hsnd, De los
Leyss (1972) views land rcform ss more thon mere tenurinl chonge or re-

settlement; it includes institutional innovetion os well.

Land Keform in the Philippines

The beginnings of lamd rcform in the Fhilirpines c#n be troced to
the issuence of Spanish decrees way back in the 16th century. The fol-
lewing discussicn, however, is limited to recent devalernients in the lsnc

veform “nd therefore, begins with the encctiment of Aopublic het 1199,

porulerly knovm as the sgricidturcl Tenoncy Jct.

Towrrds improved landlord-tenwnt rclrticnsiips. Rane 116¢ or the

Lgriculturel Tenancy fct of 1554 (#mendec by R.i. 12€3) hee been reforved
to as the Mrgna Certe for Philippine Tenents (Klctharel, 1656), rnd es
the most comprehensive landlord-tenent regulstery messure in nrny coun~
triss. It primerily aimed at crsvring the cquitnrble distribution cf frmm
proceeds between tenents ¢nd landlords, and sccurity of tenurc fov the
tenents rother then provide for the all-out distributicn cf lrygs cgri-
cultural cstates. The law wes giQen support by Executive Crdor I'o. 67
which authorized the crestion of the ‘griculturcl Terency Commission
(KTC) one month efter the cpproval of T.i. Mo. 119¢. LTC wrs glven Lne

responsibility for educating the lardovmers, tenents, ezricultural



lessees end Jeberers, end the public on the legrl aspects of tenency
and land reform.

Other lews vere passed to complement the above lond roform measure.
The Court of fgrerien Relations (CIR) wrs established to toke cherge of
+anurial disputes thst cannot be solved by the iTC (R.[. 1267); the lLgri-
cultursl Credit and Cooperrtive Finencing Sdmiristrrtion (;.CCRL) wns
erected by R.A. 821 to provide frrmers with adequetc production credits
K.i. 1160 also sct up the Naticnal Resettlomont ond Lehebilitotion (5 R
R/) which was given the tosk of rescttling tenants from the heavily te-
nanted arces of Central Luzcn to sparsely settled regions, chiefly in
4indenso cnd Folawan,

These promulgctions demonstrote that the government hes been fully
awsre of the mecsurcs concomitent to its "land-for-the-lendluss! prog-
rom. The government has rcccgnized the nced te nake erequite rprovisions
for egricultural extension services andg credit tc the affected tenents.

Hosclitz asscrts that instczd of looking ¢ t lend refermes @ policy
to be cerriud out once snd fer all end thet will crorte now situsticns
which forever will remein freozen end imitoble, we should lcor rt it 28 @
general ~ct of continuing pulicics designed to meet, in the Jong rum,
two objectives; equity end efficiency. To schicve thoce objectives de-
mends rigid implementetion of complements ry merssures; it 2lso snteils
such support systems ns morc rov~ds ané irrigstior focilitics, the inton-
sificrtion of cxtonsion servicss supported dy e wdl-coordinsted rescreh
progran and the esteblishment of more credit, supply and/or merketing
orgenizestions.

Hend in hend with the implementetion of the lond reform lrw, ogricuvl-

tursl extension acquired ncw dimcnsions (Megine, 1609). Bxtonsion viorkers
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took on the added functicn of effccting tenurizl chenpe besides their
usual responsibility of promoting agriculturel rroductivity. The role
of the extinsion worker is of prime imporcence in the implimentation of
land reform becnusce the tenent needs suidsnce in grasping the signifi-
cance of his newly-scquired rights »nd responsibilities.

Sacay (1970) rcferred to the share tenancy system as it oxists in
the Philirpines as one which nourishes poternclistic tendencies rmong
‘ermers.  He adds ". . . that efforts exerted on agricultural extension
ant credit are almost ineffective in Liigh tensney erers . . . beeruse
chare tentnts do not hzve the oprorturity »rd have net been eccorced
the opporturity to become independent, self-rclient individuals end to
develep better mensgeriol skills necessery for incressed production and
income,"

is & corcllory to the above, Maulit (1666) suggests thet the in-
crersc in the dimensicrns of farmer's frecdon calls fer corresponding
measurcs to be extended to the lesseces or swner-cultivatore to help them
acapt to the new siturtion. Dalisay (1972) further observed thot deve-
lommental <nd suprorting scrvices such 7s extonceion, credit rnd research
shctdd now be given not only to sclected cultivetors but to all those
covered by the lend reform progrom.

Tenants' scverance of tics with their lsndlords h#s brought into
light the nced for altcrnotive sources of credit. When tonant-fermers
turn into leaschelders if not into ferm owners, they must necessnrily
give up a multi-purprcse crodit line from the leondlords or privite money

lenders,

Towards Lerschold and Owner-Cultivotorship

The carrying out of land reform measures graodvelly geined momentum
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especially with the enactment of R./. 1400, otherwise knovm as the Iand
" Reform kct of 1655, which laid the besis for the acquisition of large
estetes ot fair velue for resale in small holdings to farmers. The Land
kuthority was given this function, and the Lond Bank of the Fhilippines
was set up to finemcc the ccquisition and distrivution of agriculturel
land. Alsc creeted were two land reform agencies under the office of
the Fresident, namely: the Iand heforn Froject hdministrstion end its
governing body, the Netional Iard Heform Council, rnd the Iand futhority.
As the highest policy-moking body invelved in the land reform progrem,
MIRC was provided with gonersl cxccutive direction end contrcl over the
entire land reform complex.

The first code of agrorian reform (R... 3844 cnacted in 1G¢3) hes
sped. up lersehold proclemation and has laid ths ground feor cvmer-cultive-
torship. Esteclla (1566) describes this first Philippine cgricultural
1snd refornm code s " o . . a landmark in Thiliprine histery . . .
which in one decisive strcke declered shore tunency ¢s cent:ory to public
pelicy and provided for its abolition.!

R.L. 638S provided for the outoretic conversion of acriculturs]
lesscheld subject te minimel excepticrs, in offect corverting the whcls
country intc a 1rnd reform arca, although it wis ordy in Sartember 1972
thet the cntire country wes officially doclrred a lend raform orca.

Prior to 1972, MIKC epprovel was roquired before eny portien of our ¢
country could be considercu @ land reform arca.

Under the lend reform code of 1963, [LCCFi. was abolished and the Lg-
ricultural Credit fdministreation (4GL) crented in its stend. iCh's '
activitic s ~re now synchronized with the objectives of the Land iteform

Progran,
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Land Reform — Success or Failure?

Tand rcform in the country has three main objectivcs: political
stebility, social equity and economic productivity. De los keyes (1972)
writes thet the fgricultural I-nd Keform Code of 1963 end the Code of
Lgrarian Keforms of 1971 plece emphasis on all thrce objectives. In ad-
dition, the 1963 code has the following specific objectives: 1) to es-
teblish owner-cultivsto;ship and the econcmic frmily-sizc form &s the
basis of Fhilippine sgriculture =nd &s a conscquence, ¢ivert landlord
copitel in agriculturc tc industriel development; 2) to achisve for the
small farmers a dignificd existence, free from pernicious institutional
restreints and prectices; 3) to crerte o truly viable scciel end eccno-
mic structurs in agriculturc conducive to grester preductivity end higher
farm inceme; 4) to apply 211 labor laws equelly and without discrimina-
tion to both incustrirl rnd egricultursl wrge corners; 5) to provide a
more vigorous ond systemstic Jond rescttlement progrem ~nd public land
distribution; and 6) to make small farmers mor: indepcendent, self-relient
and responsible citizens, and @ source of genuine strength in our demo-
cratic socicty.

The Code of 1971 adds three main specific objectives: 7) to give
firsf priority to muasures for the adequate end timely finsncing of the
hgrarisn Reform Fregram . . ; &) to involve lccel govornment in the ime
Flementetion of the Jgrerian keforr:. Program; end G) to evolve a system
of lend usc and clessificetion.

Just how successful hss the government been in meeting the above-

mentioned objectives?

On program implementation. hAs of 1971, the Lend Keform Frogram hee

been implemented in 21 provinces covering, 236 municipalities and municipel
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diotricts., This involves 369,465 farmers cultiveting ¢ total éroa of
1,279,328 hecteres. [ total of 26,000 farmers entered into leasc con-
tracts with landowners. The Iand /utherity has bsen administering 20
public lend scttlement projects covering 423,862 hectarcs with 27, 62¢
scttler-femilics, 76 egricultural lended estates and L9 resicential cse
tetes., Meenwhile, thé Land Bank has acquired 3,200 hectzrus of private
agricultural estates valued at P13 million.

The land-for-the-landless pclicy received its grestoest boost during
the incumbency of President Mercos, In this period, the Bureat of Iands
has surveyed 926,631 hectares out of 936,631 hectsres of public lande,
It has also alldcated 443,586 cadastral lots in several citics and muni-
cipalities. Of the 23%,226 applicotions it hes processed, cxnctly 172,36
land petents have been issued. /gain, these lend petents dircetly bene-
fited more then one millior individunls.

tneillery projcets sre also being corricd out by the NILRC.

1) The Megelang Froject in Magrleng, Pampange is ¢ joint venture

of the government, the Filirine Foundstion, Inc. and the Muni-
cipality of kagelong, which (project) sime ot rroviding both
technicel end fineneiel sesistance to the fermers covored by
the preject. It cells for the leesing of 756 hacteres of ferm
land to bonaficde fermers for a pericd of LS yoers, rencwable ot
the end of the period. The project 2ims to ¢ steblish mosnav-
type cooyeratives (Pomedr, 1C70).

2) Under the buevn Eeije Tand heform Intesreted Develorment Frogrem

(1971), the United Stntes fgency for Irnternetional Develorment
(USLID) assists NIR/, NFLC and the provineial govermment of

Nucve Ecija in extending commodity assistance end production



3)

L)

5)

6)

7)
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credit to fermers. The /.C.. has buen grented P20 million for
the program under U.S. Fublic Iaw 480,

The rlalinao Froject in Centrel Falawen is provided with the ne-

cessery meteriels end technicel know-how for the fcrmetion of
the Mzlinso settlers' cooperative by four institutions —-- the
Palawan Netional fgricultural College, the Falewan Economic De-
velopment Council, the U . College of fgriculturce end the Iend

futhority.

The Reseerch Ucnter Srccial Froject will serve os training

grounc for prospective Musglim end Christien settlers, and fer
students in .griculturel Technolegy who eprly for settlement
with the Icond futhority.,

Under tlre lluslim Development Frogrom, cultursl mineritics erc

écecorded rricrity by the Lend futhority ir the ollocation of
lots.

The 1/ -0CCF Froject in sguscen del Sur is jeirtly administ-red

(%

by the Iend luthority cnd the betioral Couneil of Churches of
the Philiprinces end will heve ar implementrticn rericd of ten
yeers. The MCCF will yprovide credit fur the rcquisiticrn of pro-

duction inyputs.

Involved in the 1/.-Terlac Iuresl Develoyment Project is e total

ferm srce of 1,745 hectrres in the provinecs of Trrlac 7nd -
penga. The I/-Tarlac Rural Develoyment Foundetion will fincrice
and develop: 1) a fruit orchard with intercrops; 2) » feedor
cettle project for the production of beef cattic; end 3) o
vegeteble production rproject. Complementer; projects will be
carried out on a long-reange basis depending upon thelr finen-

clal feasibility.



Crities of the land reform program point out the slowness of its
implementaticn, which have arisen from flaws in legislation, inadequate

financing, administrative problems and tradition.

Legislative locpholes., The first programmed effort tc change the

tenure structure wes made only in 1?63. Prior to this legislation had
provided mer¢ guidelincs on proper landlord-tenant relationship. Mende-
tory provisions toward lensehcld and ultimately toward owner-cultivetor-
stip were only enected into Law in 1963. In that yeer also, the functions
of the implemcnting egencies were unified into a cocrdineting bedy. The
fragmentery approach to inject institutional changes (specificelly land
reform) set back the implementation of the program, leading to the '"mis-
use end dissipetion of manpower ¢nd fiseal rcosources . . . of which the
governmert hes never had cnough in the first place" (Estrelle, 1969).

Sandoval #nd Geon (1571) enumeratcd the legel problems as follows:
1) delay in the fixetion of rentels; 2) need for a reliable poiicy on bi~
partisan basis; 3) nced for the esteblishment of barrio committecs =nd
strong farmerst ccsocintions; 4) illegel ejectment; 5) the desire te main-
tein current 1cleticns cdue to long family connection of léndlord and te-
nent and 6) the ottempt on the part of the lendlords to preserve the sta-
tus _quo by offering crudit on easier terms.

Ishikawa (1970) shed some explaration on the illegal ejection of to-
nants by lendlords ond the ensuing conversion of landlords to commercial
farmers. He wrote that

. . there is a section providing thet when the landlord
wishes to cultivetc his land personzlly, he can eject the
lecascholders of his land after paying a disturbance allow-
. ance equivalent to five years' rentzl (Scc. 36). There is

also a scction providing thet when the landowner cultivates
his land, even an excess of 75 hecterce is exempted from
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expropriation (Section 51). Therefore, the fgricultural
Iand huform Code itsclf is, though nct as its prime pur-
pese, certeinly enccoureging the landlords te convert them-
selves to commcrcial frrmers to avoid the possible loss in-
curred by the Land heform Program.
le, however, ceutions us by saying thet land rcform previsions cei-
not be an inderendent fector inducing the ejectior of tenents and the

conversion of landlorcs to commzrcial frrmors, as IR-€ and other modern

inputs can do.

hdministretive problems. The administrative problems were identi-

fied as "competitior for staff, massive preparetory work, nccessery pre-
service treining of steff for lund reform projects, locaticrn of the ex-
tension service, prolifcoration of agencies, ond the need tc stimulote
the interest of provincial suthcrities in national policies" (Sandoval

and Gaon, 1671).

Financing. Sandovel and Gaon eaid thet for a period of eight years,
the govermment appropriated a total of P1,499,321,051 for lrnd reform
operetions, but relcosed only F366,092,607 or roughly about 26 percent of
the total financinrl requirerents. In the cese of the I-nd Bank, only
F16,629,85¢ was rclersed out of o totel appropristion of ¥914,129,898,
The snailpnce acquisition of big rgriculturrl cestetes for redistribution
tc the tillers may be traced to the criticel financinl situation of the
implementing arms of the lond refcrm progrem. The Sgricultursl Credit
hdministration (4CL) itself adnitted thet in the veer 1970-71, out of
600,000 tenants and farmers in need of iCL assistence, only 55,000 vwors
exténdcd production and othor tyres of loaﬁs ur ot most » merc 20 percent
of the total number of farmers in urgent need of crecit. Cruz (1959)

sadly noted the government'!'s lack of resources t¢ mect the cstimated necd
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of P500 million yearly for agricultural credit through cooperatives. The
inability of the now defunct NIRK, te finance its newly-settled farmers
beyond the first year nor secure credit for them from cooperating credit
agencies cleerly highlights the inadequaey of government resources to

cope with the finencizl requirements of its program (Cook, 1S61).

Tredition. Existing attitudes of both the frrmers and landlords
have negative c¢ffects on the implementation of the land reform program.
Hicks and McNicolls (1971) say thet landlords wish to prescrve a larger
share in thc management, while most of the tenants probably arc not keen
on taking over more manegement functions in order to increise their share
of the produce. Farmers may not be interested in assuming the larger
sharc of mancgement necessary te improve their income probebly because of
communal working habits, spending patterns anc fomily ties.

jutomrtic conversion of agriculturel share tenancy to leaschold thus
has serious implications. Sandovel and Gaon commented thet while this
prcvision favors the tenant, it may work egeinst those who do not become
lessces. In cese of their rofusel to accept the lessehold relationship,
the lendowrier may proceed with their ejectment as provided for in the

amendment .

Socio-political aspects. The Magseysay Program of cpening up public

lands for resettlement of surrendercd dissidents, the landless, the de-
serving farmers is now recognized @s onc of the frctors which led te the

downfall of the Communist-led Huk movement (Mstrella, 196C).

Farm productivity. The limited number of studics on the effect of

change in tenure on productivity precluce conclusive comrrts, but there

arc indicetions of the positiveness of responsc to lend rcform as a result



of improved production techniques. There are two such studies assessing
the impect of tenuriel chenge on frrm productivity - Sandeval &nd Gacn's

(1971) »nd Hiwatig's (1971).

Sandoval and Gaon zppraiscd 12 laend reform districts in Central Iu~-

zon thus -

« . . positive increeses in rice productivity per hectarc

. . . &0 impute the yield increments mainly to the land
reform rrogram, howcver, is highly dubitoble since simi-
ler increases have also been achieved in non-lond reform
areas thru the use of improved tochnology. lievertheless,
the censistently high increases in yield per hectare
achieved by the owner-operstors »nd the lcssecs supprorted
the hypothesis that cwner-opcrstors and lenschold opereted
forms achieve grester increascs in procuctivity aes com=
pered with tenent-operated forms. s1sc, the increese in
production even after the first yesr of lend rcform imple=-
mentation tends to negsto the genersl experience in some
countrics thet production usuelly declines during the cerly
stages of an agrerien reform prograr. . . . OVer a period
of time, it wrs noted thet both shiftcrs (shire tenants who
zhifted to other forms of tenure) snd ron-shifters (or
sharc-tenants) achieved irercersss in rroductivity per
hectare of one cavan hipgher than the shiftors. This ccmpa-
rative performance sugrests thot: first, the modcst in-
creasss in the level of rroductivity by &1l types cf te-
nure arc indiccting of & slight chenge in the lovel of pro-
ductivity taken advantege of by the r'srmecrs in the program
arecs: second, the slightly lower rroductivit~ echieved
by the shiftors as comparcd with the non-shifters ~ipght be
the reflocticn of an adversc @ fect of & complete cut-off
in the relaticnshir between the lendlord and the share-
tenant,

Hiwatig provides a new angle to the . fuct of tenurial chenge on
ferm production. The results of his study indierte thet the first brteh
of lessees under the fgricultural Iend Leform Code (fi.) . No. 384k, ep-
preved on August 8, 1063) hed higher rice yields “er buctore ornd per fer-
mer than those lessece whe wure pleced uncer the code five or six rerrs
later. The differcnces in not ircoue verc rrobebly due to the bettuor
class of tcnents or cultiveters whe shifted to lerschelc ~nd to greater

assistence or supervision cr the pert of the lerd roforn techniciens.
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hmong the lessces who shifted from share teneney leter, the background and
experience of the cultivaters were rother mixed and there was relatively

lcss assistence and/or supervision from the land reforn field personnel.

On inccme redistribution. Sandoval and Gaon seid thet the lessces

benefited from: 1) the reduction of the rentel rate which was fixed ot

25 rereent of the average production of the previous three agricultural
yeers; and 2) from his non-sharing of the increment of his rroduction

with the landowners during the following years since he had to pay ¢ fixed
rentale They addcd that the new lessces wore menetizing 2 larger pro-

pertion of their shere ns compercd with the shere-tenonts.

1znd Reform Oytlook

Fecent develotments incicate that Presidunt Morces has knctted le-
gislative end administrative loose ends. Witk the esteblislment of an
hgrerian Iand heform Srccial Funa thirough loh. 6390, the lend yrogren is
nlso ossurcd of vitel fund support. This fund also provides fer the crea-
ticn of an Jgrarirn Special jccount to be constituted out of & pariion
of the procesds of the stebilizetion tox being collzeted uncer L.A. 6125,
a5 amented. The President has alsc facilitated the derloyment of at
lenst 1,000 form technicians to rurcl freas to intensify agricuitural ex-
tension scrvices. Thus, it apncers thet the present lond reform prcgram
is now rcletively free of the constraints thet used to slow devm ite im-~

plerentoticn.

Land Taxation

17nd reform measures embracc lend taxation. Megino (1969) says thot

agriculturcl lend in less developed countrics hes beer used &s the basis
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of toxetion becruse of ¢ese.in administretion. Ee adds thet the subject of
equity or justice in texstion is one ¢f the most vexing problems of public
finance and one of the hardest tc place in useful perspcetive for policy
decisions,
Megino further gives en assessment of lond towyeticn in the Fhilip-

pines, @s follows:

Although the old system of land tzxetior in the Philiprincs

brought in only five percent of the totel roevenuc in 1960,

its cconomic :nd finencial benefits tc the lecel governmernt

are far greater. Iand tex per hectrrc incrorsed from ebout

F16.00 in 1952 to #32.00 in 1%60-62. The inccme in the low-

lend rice region was cven greater, frem ¥17.60 per hectere
in 1953-57 to P29.00 1561-62.

land Classification, Disposition cnd Utilizetion

The Department of [grieulture and Ne“urel hcsources (DfFR) rerorts
that of the totel Fhilippine land arce of 30 millior: hecterve, 12.6 il
lion hectares or approximetely 42 percent heve clrcady been certified
and released as alieneble and disposable lends, while zbout €,6 millivn
heetares, or rcughly 29 percent have been delinited as permenent foerost
land. The unclassificed lond oree is 8.6 millicn or about 2¢ jerecent of
which some 4.8 million hceteres equivelent to 16 rurcent ma be loter oor-
tified end rcleescd es additionel alicncoble and disypossble lands.

The ares of lend for which patents hrove buen approved ond dscued is 3.

7
million hectares. /lprroximately 2.5 million hocteoras hevs becn judicially
registered. Titles and potents t¢ seme 2.6 millicn heetores of public 1+nc
are still rending approval. On the other hend, arcunc 1,6 millicn hectnaris
are under conflict either because they are cleimed #g yrivet. proverts or
they arc occupried by squatters.

It may be pertinent to mention thet the succese of the 2rnd refors ' -
gram is dependent not -nly ¢n infrestructurcs 2nd such: . ther frct s fe alu-
caticn and the like, De los Reycs (1972) menti ne thet  uly if strong ru-

ral instituti.ns are devcloped can the inrlumcntetion ~nd c ntinvity £ rov
land rof-rm program be assured. '
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DIVERSIFICATION

Diversifications: Concepts, Definitions

Diversification may refer either to the diversification of indivie
dual farms or to the diversification of the agricultural sector, At the
farm level, it may take the form of mltiple cropping, intercropping,
crop rotaticn and 1livestock integrated farming operation, On a natione
wide scale, the rural economy may either be referred to as a highly die
versified economy or a monoculture, The latter may also be used to dose
cribe a farm,

Multiple cropping, intercropping, crop rotation and monoculture have

each been defined in different ways by several authors,

Multiple cropping, Cheng (1960) referred to multiple cropping as a

farming pattern of growing two or more crops successively whether of the
same or different kinds on the same piece of land during a single year,
e.g. double-cropped or triple-cropped with rice, This is essentially ai«
milar to the definition given by Dalrymple (1971) who said that multiple
cropping is a regular sequence of more than one annual food or feedcrop
both pianted and harvested in the course of one year, Bradfield (1966)
explicitly said that multiple cropping involves the growing of a wide
range of carefully selected upland crops in rotation with rice as the
principal rainy season crop, This necessitates following and preceding
the rice crop with upland crops using a minimm of lepsed time,
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Intercropning., Bekingo (1959) defines intercropping as the planting

of two or more crous on the same land in one season, usually a perennial

crop with annual,crops.

Crop rotation. Hernandez (1956) views crop rotation as the alter-

nate planting of grain, grass or legumes and other cultivated crons on
the same area of land through a period of years. This is similar to
the definition of crop rotation ~iven by Bokingo i.¢., the planting of

different crops on the same lana in succession.

Monoculture. Bokingo (1959) says that asricultural diversifica-
tion is 2 function of two thin~s, namely the numer of entorprises and
the magnitude of income derived from 2ach enterprise. Thus a farm may
consist of one principal enterprise torether with a muber of supple-
mentary and complementary enterpriscs but unless these other enterpris:zs
are in themselves a direct source of income, the farm is said to be
specialized, Otherwise, it is a moitoculture farm,

Alix (1972) says that monoculture, on the farm level, refers to the
~rorring of one kind of crop y=ar after year; on a nationwlde scale,
jmonoculturs implies that a country s heavily dependent on a few koy,

one or two, products,

Diversification Activities

A number of statements have been issued on the relative merits of
diversification. Bokingo (1959) said that it provides for reasonable
snpreading of risks of crop failurs, of low price or of cthor marketing
hazards, and labor and returns. Work et cl (1955) commented that

Civersified crop farming may not be the sclution to production problems
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but it may be one of the answers to cope with the present set-up where

the majority of our farming population have limited landholdings and
cash capital investments.

The Philippine government has not beeu quick in adopting diver-
sification as an integral part of its agricultural policies despite
its apparent advantages. Until recently it has been preoccupied with
achieving rice sufficiency. This can be deduced from the observations
made by Lawas \1968) and Korzan (1970) on the stand of the country's
decision maikers—that they are not going to encourage farmers to change
from rice to other crops until there is conclusive evidence that it
is to their best interest to do so. Crisostomo et al (1971) noted
that the multiple cropping index for the Philippines in 1960 is
roughly equivalent to that which was attained in Taiwan in 1938,

This is apparcnt from a previous observation (Hernandez, 1956) that
successive planting of one kind of crop on the same arsa of land still
predoninates, Crisostoro ¢t al further cited factors that hampered
the diversificaticn of the Fhiliprine acricultural’ séctcr,
napely: (1) lack of watcer control facilities and irrigation
development that are required to grow more than a single crop of rice
and, (2) until recently, low population pressure which perpetuated

a system of production relying on the extensive use of land.

Diversification in the Philippines may register a quicker pace
this time. The closing of the land frontier, since it no longer
makes possible extensive land cultivation, together with spectacular
gains being made in grain production with the introduction of HYVs,
may scrve as a push factor in promoting agricultural diversification

in the country,
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Diversification (by crops)

Rice crop rotation, Several studies reveal that rotating with

other crops is more profitable than simply planting rice alone, whether
single-cr double-cropped. Albano (1969) found that in the upland farms
of Batangas in the Southern Tagalog region, farmers planting only pilay
had the lowest return per hectare compared to those rotating rice with
other crops.

In Albay, Lawes' (1971) study of four alternative rice farm
cropping patterns discloses that multiple-cropped lowland farms have
significantly higher income per heciarce that farms growing rice alone.

Multiple cropping provides more farm labor employment besides,

Rice/Green ‘arure C-ops. Rice can be rotated with tapilan or

monzo (Hernandez, 19556). Such cropoing system increas2s the yicld

of upland palay from 15.823 pzrcent to 49.6 percent, Hernandez observed
that at the besinnin-, it (crop rotation using tapilan or mon;o as
green manure) produces less income, but the production per heciare
increases as rotation and green manuring continue with the years.

ilsieh (196%) cited Taiwan as an example, where average net
returns fron the double cropping system amounts to NT$26,000, thereby
implying that the mcre creps are zrown, the higher the income thet
can be expectad.

Casayuran (1968) studie? the performance of importent food or
industrial crops in rotation with lowland rice and found that plantinz
peanut and tapilan in rotation with rice had more beneficial effachts
than planting with other rotation crops as indicated by higher yiclds

of rice (79.82 cavans for oeanut/rice and 76.55 cavans for tapilan/
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rice). _Peanut production amounted to about two tons of pods per
hectare. Tapilmy, howevera produced vines rather than grains as in-
dicatcd by the amount of crop residue obtained.

In Cuttak, Kalyani and New Delhi, pach having different climatic
conditions and soil types, Palma and Deb (1969) observed that conti-
nuous cultivation of rice, either singly or in rotation with other
crops like potato, tobacco, tomato or chili, has a deterioratina
effect on the soil structure. However, wpen a leguminous crop is
grown in rctrotion with rice, w5 structir. ig ©oun Lo dlmrrove

3 mificartdy, Riy-ting swrarcene witi rice hrs the sic beneficial

0]

nffecta

This finding seems to be in consonance with Hsieh's observation
on the shifts in cropping system in the northern region of Taiwan,
Hsich said, "From a rice-rice or rice-rice-green manure crop pattern,
‘a change was made to a rice-rice-sweet potato system of cultivation,
This change incrcased farm returns per hectare from NT$22,000 to
NT$29,000",

Cagampang (1964) said that if the planting of soybeans were
timed so that the crop matures before the onset of the monsoon rains,

rcp
it can be grown successfully as a rotational cast in heavy lowland soils.

Rice/Cabbaﬂe, Gabi, Tobacco and Sweet Potato

Barker (1969) obscrved that among lowland rice farms in Central
Luzon during the crop year 1962-63, farms planted with either cabbage,
gabi or tobacco as the second crop had higher returns per hectare com-
pared to farms plantcd to two rice crops,

Lawas (1971) asserted vhat rice cropping systems can be further

improved by putting in a summer crop, i.e., raising a summer vegetable
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or muskmelon between the first and second rice crops, Lawas further
observed that since the water supply is still limited, a three-year
crop rotation system is now being practiced, wherein the principal
cropsof rice and sugarcane are planted once in every three years with
sweet potato and other miscellaneous upland crops also included in the
rotation pattern., Rice and sugarcane are provided with sufficient
water during their growth while miscellaneous crops receive no irriga-
tion, He suggested an improved cropping system - miscellaneous Crop-
vice (first crop) ~ rice (second crop). This means that there will

be six crops in three years instead of the present four or five crops

Abaca intercropped, Abaca intercrepped gives more yigld.

Arancillo (1956) said that intorcropping abace with kenaf and upland
rice led o extra monetary returns. It also brougnt down the inci=
dence of mosaic disease, This was suprlsmented by Gaminde's (n.d,)
observation that intere-croppinsz abaca with short-season creps such
as upland rice, sweet povato (eamote), peanut, mongo, cowpeas, beans,

etc, resulis in redueed maintenance cost and accelerated srowth,

Corn intercropped, Despite the non-conclusiveness of the resulks

of studies on intergropping with corn, therc is implied evidence that
peanut and cowpea, unlike mongo and strinsbeans, can be profitably
arown with corn, ,
Boado (1965) observed that greater ingome is derived when peanut
is intercropped with corn, TFaustino (1965) considered cowpea and SOy=
beans ta be promising intercrgps for corn. Gonzaies (1966) netecd that

cropping systems thai zave the hicheset income were peanut-cowpea-corn,
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contirtioue corn, and cowpea-peanut-corn, Berico (1949) found that sca-
nut best suits corn than mongo and soybean, He said, however, that
corn properly fertilized and srown continucusly on the same lend had
the same yield as that of corn grown on soils previously cropped to
peanut, cowpea or upland rice.

There are several studies no-ing the incommtipbilisy of corn and
the bean family, A study on the mixed cropping of pole bean with
green corn (Bolante, 1961) revealed that corn adversely affects the
vegetable growth, number of flowers, and bean yield. Sayson (1970)
found that intercropping bush sitas with corn results in increascd
corn yield but decreased sitao output, and as the distancce of plenting
increase, the yield of both crops decrease. Supnorting the above-
mentionsd results is Faustino's (1965) observation that monge and

string beans adversely affected corn yield,

Calamansi intercrooped, Deomampo et al (1969) said that vege-

table calamansi croppins is seemingly & lucrative vinbare, finding
that it netted a2 return of P?él.OO per hectare, a high income wvoten-
tial. The authors however commented thet its income-generating ca-
pacity may be limited by hich capitsl investment and by the lon:izr
time needed to realize an income. The planting system for calaménsi
rerquires zreat labor costs amd the crop may not bs grown except where

soil and climate arc favorable enough to rive rsturns above costs.

Sugarcane intercropped. Rivera (1964) said sugarcanesnot inter-

cropped produced more vigorous and taller canes than those that were
intercropped. Flots intercropped with cowpea and bush sitao for green

pods had stunted plants owinz %o the rapid growth of legumes. He
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gqualified this finding, however, vhen he said that intercropping with
cowpea for pods slightly increas=d the purity of cane juice, -
intereropping with cowpsa for seeds and bush sitao for pods 'nd for
seede affected juice purity.

Oa the othsr hand, Villarico and Ledesma (1969) argued that interw
cropping suparczne with monio, peanut or soybean did not reduce the
cone and sugar yiclds, Morecv:ir, the return por prso invested in the
intercrop was hichly profitable.

Lawas (1971) said intercroppinz sujarcane with mongo, peanut or
soybean hzs been getting more attention, particularly in Nezros Ocei-

dental,.

Fish-vegetables, A unique rotation of fish and vegetables

exists in the Candabe Swamp area. During the rainy season, the swamps
are converted into fishpornus and when the water starts to reccde in

late October, melons and watermelons are grown.



Lrap "Managema:

ricultural Productivity and Technolo,

Farm managemsnt as defined by Forster (1953) is a study of ‘he ways
and means of crganizing land, labor and capital and the applicaticy of
technical knowledge and skill in order that the farm may be made to yield
the maximum net economic returns = that is, utilizing all factors of pro-
duction to the best advantage, Under a given level of prices, it is
ueually profitable to increase the utilization of the factors with high
productivities and to decrease the use of the factors with low producte
ivities,

The Philippines' over-all strategy to raise productivity includes a
reconsideration of industrial policies; expansion of the Philippine market
through rapid export growth; upgrading of research and development; inten-
sification of dissemination of technological know-how and skills; manpower
developrent; and effective and fullest utilization of capital and natural
rescurces (Sicat, 1970).

Coordination of activities that occur both within and outside the
production plant is necessary for maximum economic returns, Market in-
formaticn and analyses of the facts will be helpful in adjusting procuct=
jon (Tiongson et al, 1963).

The introduction and adoption of some technological innovations per
s8e cannot, however, solve the prevailing problem of low productivity,
since there are innovations not adapted to certain places due to some

limitng factors, Barker et al (1971) found that farmers 'in Nueva Ecija



who tried straight-row plantinz as an improved farming techniqus re-

.2

»

verted to the old method., The reason zivea was supprisingly the high
marginal cost of op2ration ranging from P60 = P90 per hectarc.,

An investigation in three municipalitics »f Laguna in 1966 southt
to determine some fzctors affecting adoption of approved practicus,
Operator'!s age, sizu of farm, and type of landlords were not found to
be related to adoption. Irrigation water was, howcver, an important
factor of adoption, High adoptors had the highest lmvel of farm in-
come and profit than low adopters of improved priactices. The important
reasons given by farmers for adopting improved practices were: to
increasc output, to minimize losses and to facilitate the operation of
farm practices. On the other hand, the important rcasons for rjecting
improved farm practices were lack of capital and failure to rccognize
the advantages of improVed practices, espacially in mechanization
(Liao et al, 1968),

The forcgoing discussion shows that there is smrle information
concerning agricultural productivity and technology which can be of
bunefit to Project ADAM in the formation of 2 coherent and well-

integrated progrem on a;jricultural diversification and markets,

ﬂechanization 2nd Cost of Production

t
O

Large increases in tractor purchases were noted after 1965 due
the opening of the two CB:IBRD (Central Bank and International Bank Zor

Reconstruction and Development ) credit lines for mechanization, The
\

release of the CB:IBRD losn seems to be the Liggest single factor in-

fluencing the sharp increase in tractor purchases between 1965 and f

1970 (Guino and Meyers, 1971), but the de facto devaluation in
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February 1970 resultsd in a sharp declins in tractor sales, despite
ﬁhe enactment of a second CB:IBRD loan for $12.5 miliion covering the
period September 1, 1969 to March 31, 1973, However, the promulgation
of the minimum¥age legislation in April 1965 and in June 1970 may have
contributed to the growth in the rate of tractor adoption,

To determiné the extent brought about by the rapid development and
spread of mechanized farming in crop production several studies were
undertaken, These studies also soughl to assess their effect on farm
income and labor utilization. Bulanadi (1959) found that under the
Maligaya and Lasedeco conditions, mechanized farm operations cost less
than‘the.old, animal-drawn method, The findings of Domingo and Supan
(1958) are parallel to Bulanadi's with regard to’the cost of product-
ion, The animal~drawn method incurred expenses higher than the mecha-
nized method but it outyielded the mechanized method by 11,5 cavans
per hectare or a net income of ?99.7h.

Based on the size of farms and'the degree of mechanigzation, the
cost of production of upland rice differs. Madamba (1953) showed
that among mechanized farms, cost of production was high in the 16~
hectare farm and gr:dually reduced in the larger oncs, The lowest
cost of production per cavan was in the 100-hectare farms. Likewise,
the animal-power farm proved to have the highest cost of production
perbhectare as well as per cavan (44 kilos); second was the semi-
mechanized farm, A study on farms in Laguna (Alviar, 1969) proved
| that the more fﬁlly employed a tractor 'is on a greater‘area, the
lesscr is the cost rer hectare served.

Data comparing sugarcane production by the use of tractor and

carabao were obtained from four sugar centrals in the country., In



PASUMIL (del Carmen, Pampanga), VICHICO (Victorias, Negros Occidental),
BISCO (Binalbagan, Negros Occidental) and ASTURIAS Sugar Central
(Dumalag, Capiz), the mechanized method of sugarcare production,
measured in tons per hectare, proved to be maoh better than that of

sugarcane production by the carabao method (Cruz et al, 1959),

Mechanization and Labor Displacement

» A shift in the seasagal pattern of labor use was observed as mecha=
nization increased (Barker and Mangahas, 1971), Most notzble is the
decline in labor for land preparation and the increcase on irrigated
farms in labor for weeding., Only a slight difference was observed
between the labop inputs of the tractor and carabao-cultivated farms
during the wet season but the situation was reversed during the dry
season., Tractor-powered farms recorded a drop of 16 days of labor
input, On the other hand, carabao-powered farms showed an increase
of 16 days. This drop in labor input of the . tractor-powered fam is
due to the elimination of plowing in most farms during the dry season,
The cost of producing a hectare averaged PL15 for the tractor groups
and 40O for the carabao~powered farms (delos Reyes et al, 1963),

For the hand tractor-powered farms, the man-labor utilization ave-
raged 100 days per hectare and 322 man-days per hectare far the animal-
powered farms, The cost of production using hand tractor was ¥5.70 per
cavan and £9,00 per cavan using animal power. The main benefits derived
from hand tractors are reduction. of costs and reduction of man-labor
requirements, However, the use of hand tractor did not show marked
vield-increasing effects (Gutierrez, 1968),

On the average it requires 48 man-and-animal-hours or six days
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to plow a hectare cf land using the carabao. However, it requires 16
hours or two tractor days to plow the same arsa with the use of 6HP
hand trector, With two men operating a tractor pcr day, it took actual-
ly four man-days to plow a hectare of 1and (Dcomampo, 1969) .

It appears then that the tractors and combines used by large farm-
ers and landlords tend to displace landless l:zborers and tenants, thus
aggraveting ths employment problem. At the extrems ghis will lead to
Jbimodal structure of agriculture concisting of a small, efficient, and
highly mechanized food-producing scctor and a large subsistence sector,
AS in many tropical Asian countries mechanization in many instances
rmust be complementing rather than substituting for the use of labor
(Barker, 1972).

Because of the magnitude of the problem, the need for concertcd
efforts to encouraze labor-intensive toahnology nas buen accentuateds
The currant cmphasis is to give considerabls atvhontion to the proli-
feration cf high-yiclding vorictiss, Juirno and leyurs (1971) obscrved
thmt high-yvielding arietics have a positive effict on tow laebor
input per hectare., Thzrefore, one cii axpect higher wage snd incone
in the rice sector., The introduction of the high-yielding verictics
of rice has encouragnd strairht-row planting and the use of mechanical
wecders., Purthermore, when the farmer adopts high-yielding verietics,
the pay-off from good weed control increases sharply. This was indi-
catod in a survey of farms conducted by IRRI esconcrists in Jeutral
Luzon and Lusguna which showed that labor use for weedinz rose from 8
percent to 17 percent in the period during which high=-yizlding
varieties were adooted, Moreover, the introduction of the new seed-

fortilizer technology cxacerbates the weed control problemn,
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particularly in the poorly-irrigated areas -here te application of
fertilizer stimulates the prowth of weeds as well as rice.  Thus, labor
use in weed control has increased despite the increused usc of herbi-
cides ard rechanical weeders. This analysis suggests that except in
areas where ware rates are very low or farms are extremely small, in-
creased use of nechanical and chemical weed cont.rol methods is likcly
to be output-ircreasing rather than labor-displacing (athwal, 1972).

On the othcr hand, Bradficld (1572) belicves that multiple cropping or
crop diversification can he the answer to the wnemployment problem.

I'e said that diversification will allow the farmer to grow three or
four crops on this same land each year, and that with the presence of
many time-conswailng operations which still recuire hard iabor (such as
harvesting and marketing, thinning, seeding, vieeding, spraying, hauling)
investing in a tractor in an area will not aggravate the unemployment

situation.

FPactors Affeciine Adoption of High-Yielding Varieties

Trripation is a prinme consiceration in the adoption or acceptance
of new verieties, According to langahas (1972), the acceptance of new
varieties was found to increase in so many” rainTed farms whcen they were
oriszinally bred specifically for irrigated condition, This is in con-
trast with Tobertson's (196G) findings which showed that in torms of
variety planted, 26 of the rainfed soils supported local varieties and
orly four had new varieties. Toquero (1969) féund that 2 shift from
traditional varieties to IKRI and College varieties occuﬁ@d after the
installation of irrigation facilities.,

Among the factors that affect the spread of ncw rice varieties

are communication factors, physical factors, sociological factors,
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economic factors, attitude factors and relative advaentages of new

over local varieties (Liao, 1968). The economic imp~ct of adoption

of new rice varicties was considered on the basis of productivity,
marketable surplus, consumption and farmn incom:. However, as diffusion
of innovations incresscs, such variables as expertise, farm size, owner-
ship, etc. tand to lose their ability to distinguish betveen users and
non-users of new varietics (dangahas, 1972).

One of the highef yialding verictics is IR-8 surpassing the other
varieties and BPT-7€ by & very wide margin. Lizo and Barker (1969) re-
vealed thet in Dinan, Jabuyao and Calamba in Leguna, most of the farmers
planted IR-8 Criring the 1947 wet season but they bocame sensitive to
the low price they received for IR-8 and sc shifted to other varieties
in the following seasons.

In many ways the new rice technology has contributed to the de-
mise of the farme:'s social and geographic is.lation since he now has
to depend on thc cutzide world for inpﬁts, cradit, markets as well as
technical advice, Another important dovelopment is the emergence of
expertise in new ferming mothods which has been acquired from cxzposure
to techniczl treining in the barric or elsewhere because seminars, rice
schools, and treining programs for such farmer leaders have become

conmonplace (Castillo, 1972) .

Effects of Irripation on Yield per ‘lectare and Income

The shift from roinfed rice proiuction inko irrigated rice pro-
duction entailcd merked changes in culiurél practices which resulted
in increased rice production, Under irrigated conditions, 93 percent

were applying fertilizer and two-thirds of theso used at least one
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bag pir hectare, Other changes included 2 merked siing from the
"broadczst" and "ordinary" to the "straight-row' methiods of trans-
planting, The adoption of improved practic:s was found to be vositively
gignificant which further suggests that the cdoptionltrought higher rice
yield when irrigation wat:r was sufficient (Liao et al, 1968), Hore~
over, double~cropping became prevalent averaging 81 percent of the
cropland area with Quezon exhibiting the highest percentage (97 percent)
and Laguna, the least (75 percent), Production per hectire averaged

59 coavans in Laguna, 79 cavans in Batangas and 85 cavans in Quezon
(Tiongson, 1969), And baczusc the possibility of szcond cropping

aftsr irrigation had been installed, 2 provious nct return of P163,00
inercased to as much ac P1,569 (Plang, 1971).

With the advent of irrigetion, farmers were able to make more
intensive use of their lznd, labor, and capital, digh incem: was
found to bo nssociat=d irith hizh yield, Farms in dirrigoted areas
guch as Calawba amd Cobuyao produced highe» Jorm incomss due to the
fact that irrigsted forms produced hizher yields than rainfed forms
and also due to the greater cfficiency in the usc of operating capitel
on irrigated foerms (Liano gt al, 1968).

Analysis of the suztrcane ferms of San Carlos Milline District
showed that the irrigat-d farms wviere superior to the non-irrigated
farms in many respects (Caintic, 1963). The total investment per
farm for irrigated farms was about 10 times thot of the non-irrigeted
farms or P2,007,706 and 252,122, resncctively, On a per hectare
basis, that is, eliminsting the direct effects of size of business,
the investment figurc was still higher about two times on the irrigatod

than on the non-irrigated farms. They were P11,677 amd P6,0064,
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respectively. This big difference is mainly due to land value,
P19,730 vs. F5,141; and cost of irrigation. The inve:tment on tools
and syuiprent including office equipmeht was about the same on a per
hectare basis., The irrigated farms, in addition to having higher in-
vestment levels, also incurred higher costs per hectare. This brought
about higher returns. The optimum level of irrigation was estimated
from data of irripated farms only, It was determined by solving for
the level wherein the marginal return equalled the marginal cost, This
was found at 2,350 gallons per hectare (Caintic, 1963).

Statistical analvsis using the t-test of paired observations
supports the hypothesis that mean irrigated yield is higher than mean
rainfed yield, at the one percent level of significance. Although
averare expenditure per hectare on chemicals and fertilizers was also
higher on the irrigated land the difference is not statistically sig-
nificant at the five percent level (Robertson, 1969). High cost of
pump~-irrigated rice farms is more than compensated by the higher
return as a result of higher production., The higher net gain per farm
and hectares of the irrigated over the rainfed and the presenﬁ return
to farm investment in the irrigated farm suggests that it pays to in-
vest in irrigation,

The economic analysis of pump performﬁnce revealed some changes
attributed to pump use. Data from the Bureau of Agricultural Economics
show that Southern Tagalog as well as other regions points to a
differential in favor of irrigated over rainfed areas, In 1965-1966,
the difference was 9.4 cavans per hectare, and in 1966-1967 it was
2.5 cavans (Toquero, 1968).

For each type of punp system, farm income and capital repayment



-7 -

feasibility at the different farm projects varied with the following
factors: with respect to irrization input under different levels; and
with respect to combinations of pump capacity operstion ad irrigation
input, Under current prices estimates, if water econony were the only
consideration at farms served by pump irrigation systems, it is defi-
nitely not profitable to produce ric: under continuously floodcd si-
tuation (at or above 9.13 mm. per day irrigation level), Likewise, in
cases where the water resources are limited and the systems operction
is limited to low pump capecity levels, it is bztter to vroduce rice .
under irrigotion levels kelow the flood situction to maximize Lenefits
in rice production, On the other hand, if it is possible to operate
the system at full capacity, it is advisable to produce ricc under the
shallow flood situations (Reyes, 1969),

Difference in yicld of rice between continuous submsrgence versus
intermittent submergences was not significant s shown by the National
Irrigation idministration (1971). Mzjority of the cases showsd that
best yicld of lettucc in underutilized Los Bafios clay loam was obtained
when the plants were supplicd with wetcr nobt lower than 20 wvercent of
the water-holding capncity of the soil, Sub~-irrigation roguired less
frequent cultivation than the over-head surfacc irrigztion mgthod, and
sub~irrigated lettuce plants prqduced better developed roots (Aglibut

and Laudencia, 1959).

Problems Associated with Irrigation

Of the total cost of using the system, variable cosis accounte
for 4O to 77 percent and fixed costs, 60 to 23 percent, Fuel and cil

were the biggest variable item, followed by ovecr~heuling. 'The averaze
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coat of using a rwap .znmged fror P16 in L.sunn to F220 in Betangas
(Toquc?o, 1948), The difforence in cost between the two provinces was
caused by the difference in the size of pump (BHP). In the economic
evalustion of pumps, the least capital investment with the highest cost
benefit ratio was attained by the six-inch pump type. Hegression ana-
lysis shews that an additional expense of F0.09 in operating cost was
compensated by 0.32 hectare increasc in area irrigated for every inch
increzse in pump size por hour of operation (Tagarino, 1968).,

Problems encountercd by farmers with regard to the use of the
sump system are the inadequate water supply, expensive repairs and
maintcnance costs, The latter was the common complaint of farmers
using diesel cngin:s. Irrizotion costs may be more cheaply provided
by lowlift pumps, Tubewclls, however, can be 2xpacted to show a high
ratc of return both to the privetc investor and to the economy when
the water is used together with the packajr. of high-yilelding inputs
with new furtilizer-responsive varieties of ricc. Also ab present,
it may be important to maintain the existing relatively high floor
price of palay to stimulate farmers to invest in irrigation and the
package of high-vielding inputs along with improved seeds, Howsver,
as self-sufficiency is attained, this policy should be re—-cvaluated

(Mears, 1968).

Fertilizer

Together with the increase in the income of farmers is the corres-
ponding increase in the cost of production bucause of additional inputs
such as sprays and fertilizers necessary to hasten growth of plants,

hence, increase yiald, Likewise, the shift to IR-8 has in all cases
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been accompanied by marked increase# of inputs of fertilizers and
chemicals -(Barker end Quintana, 1967). Unless plent nutrients are
available in sufficient amounts and unlcss substances that infor-
fere with nutrient uptale are absent, the ncow high-yi:lding varicties
cannot deliver their full potential (Athwal, 1972),

4 pilot projcct conducted by the NEC (1971) revealed that for
production inputs such as fertilizers and chumicr ls, the esquivalent
-return was found to be P4.82, Chemicals uscd were Endrin at the rate
of 0,26 liter per hectare and Gamma 2C, 10,87 kgs. per hectare naking
a total of 36,13 litcrs and 1.522,17 kgs. respectively, for the 140~
hectare pilot projcct, These findings are indications that the dry
season crop cen be increased with the use of high-yiclding varieties

and economical use of vroduction inputs.

Chemical Pest Conbtrol

Among the compcunds first tested, entomologists found thst lin-
dane was most effccbive for controlling stum-borers and maggobs, the
least hazardous and comparatively less xpensive, In a sories of
trials, two applications of lindane to paddy watur orovided more effec—
tive insect. control than eight to tuelve sprays of such uotunt com-
pounds to be highly effu.ctive agaisst the common spceies of sbcm
borers, leafhoppers, and whorl maggots, Ibs low mammelian toxiclty
made it highly aceoeptablc., Both lindanc and diazinon degrade slmost
completely in about onc month aftcr applicition aad thas may not ciasc

any rcsidue problem in the tropics (athwal, 1972),


http:1.522.17

- -

Chemical Disease Control

Some work has been carried out to evaluate chemi~zals for diccase
control, hut the primary method of diseass control has been tlz develop-
ment of resistant varieties,

The chemical control of rice diseases has not been very success—

- ful in the tropics as chemical spraved on the rice plants is washed offl
by frequent showers during the monsocn scason when most rice is prown,
Such cheridcals as Blasticidin & and Kasumin have been evaluated, but
the results are not encouraging. kecently, newer chemicals such as
Benlate, Topsin and IF L& were found to have good systemic action on
rice blast but they are too costly for the tropical rice farmer

(Athwal, 1972),

Cheriical Weed Control

Althovsh push-tyvpe rotery weeders present an improvement over
handweeding, they are slow and hard to operate, The three-row model
of the power weeder is four to five times fast.r than push-type wceder
and eight times faster than weeding by hand.

A dramatic change in the chemical ueed control in tropical Asia
was perhaps reallts ovbtained with 2, 4D, When applied 4 days after
transplanting this low-cost herbicide gives adequate control of
frasses, broadleaved weeds and sedges. The time of app-ication is
the keyr factor in the ability of 2,4-D to control grasses, Using
800 grams of the active ingredient of 2,i-D can cortrol weeds in one
licctarc of paddy. The cost of treatine onc 'wchare is only $2,50
with the liquid formulation or $5.50 with the granular formulation.

as compared with $12 for hand weeding. The grarular form is
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better because it can be broadeast directly into paddy water and is less
Foxic to rice. The use of 2,4-D prescrls no residue problen bccuuse

it disappears almost completely within 15 daye under aerobic and anaero-
bic conditions (Athwal, 1972).

Since hand weeding is impractical in direct-seedcd rice, chcmical
control is thc obvious alternative. Propanil and liolinatc have been
f&und “0 be highly effective in controlling grassy we.ds in direct-
seeded rice in Durope ard Arerica, FBEut their high cost and the pre-
cise water management lirmitcd their usc in tropical Asia, Application
of 1.5 kg./ha, (active ingredient) of benthiocarb or of butachlor 6
to 8 days after sceding gave complete control of barnyard grass and
water 1ily in the tropics., The cost per hectare of either of thne
chericals 1s about equal to thu cost of hiring labor to haicueed
transplanted rice. Both of these chemicalk applied at lower rabes can
also control weeds in transplantcd rice.

For upland rice, the best vieed control was ob.aired from the
applicatior of a Japancse chendical, NTN5006, at 2kg/ha. (active ingre-
dient) before the erergence of weeds when rice scedlings were at the
one to two leaf stape. Iffective weed control was ulsc ocbtained with
liquid butacﬁlor at 2 kg/ha. applied before weed cnergence

(Athwal, 1972),



Livestock Management

The development of livestock production calls for government and
private-sector allocation of a large part of their resources to the live-
stock sector to make it a profitable and efficient segment of the agri-
cultrual economy. A careful study of the livestock enterprises is then
necessary todetermine the factors that will contribute to increased

productivity.

Livestock population and production, Analysis of the post-war

period revealed on over-all increase in the cattle production of the
country, with Southern Tagalog showing highest yearly rate of increase,
In terms of annual growth rate, however, cattle population in Ilocos,
Central Luzon and Western Visayas decreased in 1964, 1963 and 1961,
respectively. In carabao population, almost all regions exhibited an
upward trend from 1948 to 1959 with the exception of Cagayan Valley,
Southern Tagalog and Northern and Eastern Mindanao which showed an
incirease through 1960, In 1965, Southern and Western Mindanao disloged
Central Luzon from its premier position as highest contributor in cara-
bao population. In hog population, almost all the regions except Iloccs
and Central Iuzon showed positive annual growth rates. Again, Southern
and Western Mindanao exhibited the highest rate of change in 1965 (Dayo,
1962).

For 1960 to 1975, projected.production rates were 3.6 percent in
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cattle, 3.6 percent in carabao, 12,0 percent in hogs, and 6.3 percent
in porltry. Meat supply in 1968 totalled 562,79 thousard metric tons
of which 97.54 perccnt was locally precduced, Local egg production
constituted 99.89 percent of the total cgg supply. These figures show
a deficiency of roughly 2/3 of the daily requirement of protein from
animal origin (3AI, 1970),

Successful livestcck raising is to an extent contingent upon farm
size, labor efficiency, rates of production and methods of farming
operation., The first-size of farm -~ is the major factor affecting the
ircome of the livestock farms. Large farms are morec officient in the
utilization of existing farm resources, They have also proven most
efficient in their marketing operation, hence resulting in preater
profits or higher returns (Alunan, 1970). Capital investment and
operating costs also have positive relationships to the size of farm
(Biong, 1967). Research has also shown that cash expenses per pro-
Ject depend upon the number of animal units,

There are several ways to measure farm size but the most meaning-
ful method, and the most frequently used, is in the number of animal
units. Sore studies on beef cattle production use animal units as a
lreasure of size; farms with a cattle population of 85 to 160 aniral
units are classified small; 161 to 500 medium; and those with more

thar 500, large (Alunan, 1970),

Swine raising, The scicnce of swine raising has undergone revolu-—

tionary practices as a result of constant research in the field
(Eusebio, 1966). Abarientos' (1962) farm business analysis of a swine

project gives some indications of proper farming operations in swine
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production, A large portion of the initial capital outlay is absorbed
by housing; 20 percent goes to the purchase of stock. Fixed cosbs in-
clude feceds, medicine, transportation and cost of breeding. vFoed as
the largest iter. of cost constitutes 75 percent of the livestock as
well as poultry production costs, Swine raisers may be able to reduce
feed cost by using pasture and feed supplements without inpeding
growth of swinc, as Calimlim-and Maneses (1967) showed that swine pro-
vided with pasture attained heavier weights than those without access
to pasture.

Gross cash receipts are obtained mairly from the sale of weanlings,
stock and services ofboars. In weanling production, it usually takes
only three years to pay for variable investment ; in meat production,
the period is even less. [he turn-over of capital in swine product=-
jon is short since it is not tied up with capital investment
(Abarientos, 1963).

Swine raising is a labor-intensive enterprise. Total labor
requirement (both hired and family) amounts to 61,7 days per year or
about 3.7 hours per day. Average labor requirerent per animal vnit
is 32 minutes, equivalent to six days per year. Cleaning opcrations
alone require an average of 53 man-days per project, per year,
followed by feeding which employs 40 man-days. Watering and other

operations employ" the least number of days (Horiguc, 1967).

Poultry Management

The popularity of broiler production in the Philippines can be
attributed to the continuous demand for poultry meat, advances in

field management, nutrition and disease control, and, more recently,
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the importation of improved brecds to hoost production, Coupled with
vast areas of unexploited pasturc lands, thc climatc of the country is
very favorable for broiler production (Vera, 1971),

Chicken production in the Philippines can be divided into three
periods: 1948-1959, 1959-196L and 1964-1966. The first period is
characterized by a rapidly increasing trend with a compounded annual
rate of growth of 11.6 percent. The second period depicts a decrea-
sing movement of 14 percent, while the third period exhibits a sharp
decline of 12.5 percent. All regions followed the growth rate pattern

of chicken production at the national lcvel (Romero, 1968).

Production. Capital investment and operatin: costs depend upon
the nwaber of layers and labor used in poultry farm, Sandoval (1963)
showed that farms utilizing onl;” operator and family labor have an
average capital investment per farm of F3,781 of which 37 percent is
invested in land and laying flocl', Fernardez and Librero (1962) found
that farmers with approximtely 100 layers spend about PLOO in opera-
ting costs alone before egg production starts. Costs would be morw
if onc starts with straight-run chicks.,

In #:lan, Rasco (1969) showed that the average cost of producing
100 day-old chicﬁs to 12-weck-o0ld broilers amounts to F271,22 with a
net income of ¥23,07. let incore obtained derende upon the prevailing
sclling prices and age of the ~lhicken beins sold. hillocarta (*963)
rovealed that from the 1ling price of 3,75 per kilogram liveweight
for broilers, a profit of P$6,7% is obt:incd from raising 100 day-old

chicks if they are sold at 12 wecks old; the profit *s reduccd to



F13.26 if the broilers are sold at four weeks of age.

Tlag (1963) measured labor efficiency in a poullry project in
terms of number of layers per man, egg production per man and the cost
of labor which 1s supplied by hired laborers and a part-time farm
manager,

Ege production as a function of the number of layers gove a good
indication of the input-output relationship since the other factors
of nroduction were technical complements and highly correlated with
the size or number of layers. This variable, there.ore, may be used
to obtain a satisfactory cstinate of egg production, Total egg pro-
duction (Y) was highly correlated with the group of four independent
variables: number of layers (X1), ¢ilograms of feeds (X2), capital
investment (KB), and hours of labor (Xh) (Sandoval, 1963).

Insignificant correlation was observed Lhetween the size of the
hens and number of egps produced, but egr size was statistically
associated with the size of the hens. A correlation study of egg
size with fertility, hatchability and chick size using Single Comb
Yhite leghorn by Arboleda et al (1961) showed that fertility and
hatchability of erys are not affected hy egg size, but egrg size

determines Lne size of the chicks hatched,

Problems Associated with Livestock and Poultry fnterprises

Livestock and poultry producers are confronted with the problems
of low productivity, high cost of feeds, high mortality rate and in-
efficient nﬁrketing system. The extension of liberal credit facilities
to aid in the development of livestock ard poultry enterprises will

also help in increasing production of aninal protein foods.



AGRICULTURAL MARKETING
i ~ IN THE PHILIPPINES

There is hunger in the world for several reasons. Important among

these are the presence of actual scarcity and the insufficiency of in-
come which does not allow a number of people to consume food at nutrition=-
2lly accepted levels, Besides these, a large portion of what consumers
pay for products is often made up of marketing costs., For these reasons,
higl marketing costs explain in part why some people do not get enough
food,

The significance of marketing is not confined to the considerations
mantioned above; it also has an important impact on production. In a
situation when markets are not easily accessible and prices for farm pro-
duce are not favorable, farmers are unwilling to or discouraged from ex=-
panding production, or from utilizing modern technology that will increase
their output.

One very important feature of agricultural marketing is the seasona-
lity of crops. As a characteristic of agricultural products, seasonality
has a large bearing on marketing margins. Most agricultural products are
very perishable and losses are incurred mostly during transport through
wastage and shrinkage, resulting in high marketing cost., A few relatively
non~perishable products such as squash and upo which can withstand rough

roads are bulky to handle (Development Bank of the Philippines, 1971),

Marketing Costs and Margins

Data on marketing costs and margins are used to msasure marketing

efficiency. Reduction in the cost of maintenance of the standard of
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services representad cleer increeses in efficiency. it the same time,
additional marketing services that reise the cost of markcting may alsc
represent greeter efficiency if consumers valuc them more than a corres-
ponding savings in cost.

Total marketing margins are the difference between thoe price reid
to the producer #nd the price peid by ‘the final censumer. These 2rc ge-
nerally composed of margins on the besis of srecific functicns such as
lccal assembly, trensporting, processing, wholesaling, and roteiling; and
according to varicus ccst items such as lsbor, packeging materials, trens-
portation coste, wastage, seles rromotion and costs thzt may be incurred
in the process ¢f transection.

Incther important detcrmining fector of merketing costs is the amount
of lusses wrich cccur during the #ssembly, trensyort, storese, processing,

and distribution of agricultural products.

Froblems; Suggested Tmprovements/Soluticns

Most marketing losscs ere due to problens commcn tc marketing of
agricultural preducts.

Mittendorf (1965) noted thet seed loeses are due te pocr storage upon
harvesting. This lcads t¢ compounded losses because when defective sceds
are used for the next crep, the resulting yiekis are Jewer in quality.
Rodents are responsible for large losscue cccurring &t the form énd during
storage.,

Romero (1969) cited marketing preblems commonly cncountercd by far-
mers. These include the inadequaey of trenscert fecilities, abscnce of
grzdes end standards, lack of tide-over funds, abscnce of reliable markct

information and inefficiency distribution system. sbbott (1658) made
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similar observstions on the tyricsl problems encountered at ail levels
of the agricultural marketing process in developing rations.

Cantc (1970) named severzl cther -roblems of the current mari:eting
set-up, including the wide fluctustion of yrices, faulty institutional
set-up, and the lack of orgenization among the agricultural procucers.

Mitterdorf enumerated some methods to prevent losses ﬁuridg the
storage. Arong them ore drring the secds befor . rnd #fter storegc, the
simplest of which is with the use of & combiration e¢f sun arnd air; pro-
per insulation of storagc housesz ageinst mcisture penetretion; ard ab-
sence of insect infestetion.

The Development Bank of the Fhilippines suggests the following in
order to solve marketing problems: establishmert of uniform specifica-
tions for zgricultural rroducts; imrrovement of trencportation facilities;
repeal of certain provisiors of the locel asutonomy lew cspecially the
productior anc¢ marketing of livestock procucts; adequate police protect-
ion ageinst "tong" collcctions elong highueys; stimulete the organizeticn
of farmer cocperctives; accelerste commletion of the ZMNTR; and oxtension
of credit facilities, esreciezlly cormedily lecans and acvance to fermers
in liberel terns.

Flenning &n¢ prograrrirg snould be werked out tc solve the problems
of agricultural marketing (Cento, 1970). Imrortsrt to this is the set-
ting up of & speciel azgricultursl marketing egency under the DFLE, such
agency to take charge of providing facilitice and services for trace snu
other related fumctions. (ilready in exicst-nce is the hgricullural i-r-
keting News Service or [MIEI!SS «#t the Burcau of /griculturzl Econcmics,

which can undertaks this functiorn if given the funds.)
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A price stabilization program must include provisions for good mar-
keting facilities as merketing deficiencies can easily defeat such a
program in relation to ferm products. Ilikewise, CGanto states thot a
strong merketing research progrem needs the support of thc government
and private sectors; end price stabilization requires control over a me-
jor part of the supply in commercial channels. These and other suggest-
ed improvements could provide the biggest incentives to agricultural de-

veloment.

Marketing Boards/Orders and other Marketing Tools

The primary objective of merketing boards is to improve the econo-
mic status of producers. Fermers mey be aided by merketing boards in
the process of bargaining with largc producers or wholeselers for more
favorable prices. Furthermorce, merketing boerds will improve the marhet
organizetion, morketing procedures, rrovide for mbre orderly merketing
of agricultural rroducte, minimize the impact of severe scasonal price
fluctuations, 2né engege in premotionel activity to expand market end
rescarch. to dcvelop new producte and market outlets.

Two tyres of bosrcs may be appropriate for usc in this country
(Tiongson ¢t al, 1671). The most logical type would be that which pro-
vides for a domestic trading monopoly in specific arzes or market chan-
nels within the country, whercin the board could exercisc monopoly trad—
irg power for selected items or for proups of clesely related items, end
provide farmers with selling power in the markct plece by replacini ciist
ing agencies opereting under thie board's direction.

The second tyre of board is for export-monopcly trading. The boarc

replaces all privetc cxporters except for demestic firms that esct as the

board!'s domestic buying, processing, or selling agents.



Tiongson et al also listed a number of petential @reas and commodi-
ties for marketing board operations. The Cavite-laguna area fer pine-
apple and the Bicel area Toy c¢itrys are good combinations.

Fart of the deliberestions of the 1972 Congress centered on the es—
tablishment of agricultural marketing boerds. Should these marketing
boards bc concretized under the new governmental set-up, they will be
orgenized and cstablished under the Department of ’fgriculture and Netural

Resources or under other research institutions.

Rice 2nd Other Grains

Demand end consumption patteorns. Ceresals. and cere2l products repre-

sent the major group of food items used by Filipinos. For 1968, the ave-
rage consumption of cereals per person wes 125.¢ kilos (DBF, 1971). This
total consisted of 27.0 Lilcs of rice, 24.4 kilos of cern, 14.2 kilos of
wheat flour, and 0.3 kilo of other cereals. These rates of usage, how-
aver, differ substantielly from carlicr findings on corsumption patterns

Al

for cercels. Eesults of two othir surveys by fragon r.¢ Daireh (1971)

1t}

showed thst the ennual per capita rate of vee for 211 cercels was 143.7
kilos. [Kice and rice producte consumption amounted te 107.6 kilos per
capita per year; corr and corn rroducts, 16.4 kilos; and whert end wheat
products, 19.7 hilos. The date for rice from botl scurces, moreover,
proved to be two to threc times the amount consumed by Cibuinos ir 1665
which amounted to 34 gentas per person per yerr (Iuzon, 1665).

Income is one of the many factors thet affect demand and consumptior
patterns. Yith fhis assumption, Aragon and Derrah furthor conducted a
cursory exsmination releting the different factors to cereal consumplion

and they came out with the findings that consumption of all cereales
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incroasw @s income increases, going from & weekly rete of 2,688 kilos per
1,000 persons in the lowest-income group (1ees then FLOO) to a rate of
2,997 kilos in the highest-income group (F1,50C and over). Even in the
lowesl-income group, the total use of the three groups of cereal food
(rice, corn, and vheat flour) exceeded that reported at the national ave-
rege ~ 139.8 kilos versus 125.6 kilos.

Mears (1971) statcs that income elasticity ofdemené for rice dec-
lines as per capita income increases. In a separete study, fiears (1¢70)
premised that the income elasticity of demand for ricz is probebly posi-
tive between 0.1 and 0.2, However, its influerce or per capitc consump-
tion has becen slight because of large urber/rural povuletion shifts, un-
equal distribution of increassed income and reletive répid incrcese of
porulstion in corn-eeting areee where there wee leck cf trensyort and im-
proved merkcting facilitics.’ Thus, in thase corn-erting arces relative
price sdjustment can be oxpectcd with tic protebility the rice may be in-
creasingly substituted fof corn.

Vitahvisuit (196%) on the other hard, ncted thet income elasticity
of demand for rice in selected regions of the country hac a positive re-
lationship between income and size of heusehold. L peeitive reletionshir
is also dctected between rice cxpenditure enc size of houselold. For thke
rice-producer region, a one percent change ir size of nouschold will re-
sult in @ 0.75 percent chenge in rice experditure. The rrecicied rice
expenditurc of the urban eree docs not diffor from thet of the rurel area.
For the non~rice producer, a 6ne-percent ckange in size of housencld will
result in a 0,72 percent chenge in the expernditure. The seme resulte alsc
shiow that the predicted rice expenditure of the urbsn consumer differs

from thet of the rural consumer.
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Inecome elasticity of demand for rice is not alweys positive for all
provinces ond regions. It varics from rlace to place rnd froi householc
to household. lectc and /1lviar (1965) studicd 587 households (25¢ in
Iaguna and 328 in Betangas) and found thet income elasticiiics of demenc
for rice were negetive cxcept for riral houscholds in laguna, i.e. as
income increcses, emount spent for focd decreases. Urbsn and rural hous
holds had elesticities of -0.337¢ and -0.0005, resrcctively. However,
the elasticities with roieyect to houszholc size, for both provinces, wer
positive: 2.8323 for Iaguns and 3.306C for vetangae for urbern and rurel
hiouseliolds.,

Lnother factor that affects consumption patternc and labits is the
price of available substitutes. bBangloy cnd Czramoncion (1¢70) showed
that rice consumpticn decrerces as prices of rice substitutes and meat
consuaption incressc. Furthermore, tley eletorzted that prices Qf rice
and other food items significently affect rice consumpticn. @Hears, how-
ever, holds thet price ¢lesticity of rice end substitute procucte lag
very little effect esrecislly in rice since the mejority 2re rice-eaters
in the Philiprincs. 4 substentiel change in the choice of veristy is
likely to occur rether thes a substitution of otler cercelc.

Size of householc alsc affcects purchesiiip pettorns end consumption
habits of most families, both of urban and rurnl households. lwsults ir
a secular study in 125 houscholds in tedre Gereia, Hetengas showed thit
the quentity of rice purchesed is divectly rcleted to size of beurcholc
but is not dependent uron the houschold income per capite (kecto and
tlviar, 1S€5). More tien half of the 125 houscholds §urveyed Furchaso
rice either weekly or twice or wven thrice & month. /Jnd morc then helf

of the households with en annual yer cepita ircome of mor: tlen 750

purchase good-class rice.
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The seme stuéy revealed thet daily rice consumption avcieges 1,02
anta

gantas per houcehold, or 0.1t genta per cepita, end O.ZO/icr edult equi-
velent. Most households use fiir-clese rice for ell ccecasions. One~-
third use good vericties in times of scarcity while otlers mix rice with
corn products, for reason of cconomy. Corn is the most common mixing
item or adulterant in a proportion of 1:4 with rice.

inother importent finding is thet constmption of rice per adult equi~

valent deecreases with an increase in the cize of houschold end tends to

docrease as the household income per capite incroescs.

Credit: its infivence on rice markcting prectices. Several authors

obscerved that fermers tend to sell their produce right =fter hervest for
various reasons. Quintena et a2l (1965) revealed thet fermers ere genc=
rally Yforced" to disyosc of their produce immedirtely #fter hervesting
beceuse of financial pressurcs, and Fundador (1€06) found thet most far-
mers sold their corn right after hervest in srits of low rrices duc to
the urgent necd for cash. [ contributory factcr to immeciate disposal of
hervest is the extension of credit to farmers in the of f-scason months by
traders, who esrn the 'right" of predetermining the rrice of the fermers!
produce,

Landlords oceupy a better position and bergaining power than {armers
or tenants in marketing their rice or palay. Freredo (1904) noted thet
the marketing of pelay by lerndlords wes less tiszd up to crodit then thet
of the fermers. [ total of 84 percent of farmers, in contrast to only
2L percent of the landlords in Nueva Ecija, comnit their paley tc mer-
chant-creditors., Ldvences seles account for only 7 percent cf the totel

amount of palay sold by landlords; thet of the fermers 2mount to 50 perent,
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In advenced s:les, the farmers and the lerdlords are committed to pay
their cebts in paley after harvest. Most landlords s re ustally oble to
hold and sell substentiazl amounts of their palay during off-secason
months, which the eversge farmer, burdened s he is with debts, cennot

do.

Means of transyort in marketing of cereels and other grpins.g/

Transport involved in conveying pelay, rice, corn and sorghum to the
market sites includes primitive end modern mesns, renging from human
beings to air fecilitics, ond veries according to locetion, rhipping
distences, reliebility end accessibility to such fecilities as roads
and ports.

Transport of ferm products starts from the “srm and ende ur at the
consumers! place. The means of transrort betwecer the frrm ard the roads
differ and depend upon thc loccticn of the ferm. Gerebzo-drewn sleds or
paragos arc used in rleccs where there #re nc goed roeds. Vherce meche-
nized vehicles are scarce, corabzo-pulled ceris arc utilized. Bemboo
rafts, bLances, and othcer emall water-berne crefts erc used for forme
loceted neer a river.

For long and short hauls on highweys, trinsvortsticn mcans range
from motcrized tricycles, caleszs or herse-driven rigs to putlic utility
Jeeps and auto-calesas, Jcepnzys, buscs, ond trailure arc commcnly uscd
for inter-town end intrs- end inter-provincial movoments on provineial
highweys, while bancas, batels (seilborts) rnd kwarits (metor launchos)

trensport rice and pelay batwcen regionel cr ncarby ports. In Morthern

i, Trrusrort ond

g/ Adapﬁed in rert from Meers, I.,. #nd 1. T
Foyor No. 72-12.

rice marketing in the Fhiliprines. Discussic
IEDk. 1672. 50 r.
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Samar, Serdido et al (1965) roﬁorted thet animal-drewn end motor vehi-
cles are the most common types of farm-to-buyer tronsportstion used for
palay.

On the other hend, trucks, reil and inter-island vessels 2re used
for long distence grain transport. Trucks which 2re used in hauling
rice ere usuelly orcrated by cono millurs end other rice traders. Trucks
. have become popular due to the defects in the country's railroad trens-—
portation system. Servicezble PNP box cars are limitcd in number; train
schedules are unreliablc; end there is competition among shiprers for
other carpgoes, leading to the practiceof reying "grezsc money" cr "tongh
to obtain 2 box allocztion, ~t timcs emounting to es high as P50,00 per
box. Thus, road trensport imprcved, became festur, end more convenient
then rail transport fer shorter hauls,

 Though trucking retes ere rogulated throughout the Philippines by
Public Service Commission codes, actual charges cften very from place to
place. ilcesid (1971) reinted out thet transrortetion costs are not the
seme for all arces in Cotebetc., In farms loccted outride General Santos
Gity, a commercial center, thc trensportstion amounts to P0.01%2 per
sack of corn; in those located within the city, it is F0.125 por seck.
In other places, added costs are inclrded in the transportstion cherges.
Macatiag (1967) noted thet in Plaridel, hauling costes include costs for
hired vehicles and unpeid enimel end human labor. This tcok cnly 2 1lit-
tle over then 1/10 of the totzl costs.

Ikeilroad and shipping rates, unlike trucking rotes, both remein
stable throughout the yecr, Fommal rate structures supgest that rail
trensport costs are lewcr then trucks for distances excecains 100 kijc-

meters, and water transrort costs are normally used cver longer distances
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because of high intangible costs of shipping by reil and sca.

Situstion and outlook: werchouses end rice mills. Honredo (19(9)

revealed that the total requirsment for warehousing in 1667-66 wes 49.6
million sccks of palay asarninst an existing cepracity of crly 33.1 mil-
lion sacks of palay for the same reriod. Tapnic (1669) rererted 2 totol
of 2,712 commcrciel werchouses 211 over the country with e tclal cara=-
city of 39.6 million socke of peley. These Tigures shtow that the total
actucl capacity for werchousing is still 20 percent chort »f the tctel
requirement.

Tapnio reported further thet morce than helf of existing warchouses
are in 2 strte of dilarideticn, pcorly mairnteined, ill-ventilated and
unfit for Jong-term storage. Therce is widusyresd eviccence of rats, in-
sect infeststion ~nd birds due tc imrrorer wrrehcusc-kecring.

viarehouses owned by middlemen, RC/ and F. SO S, #lthough lecated in
stretegic places (Quintsne ¢t o1, 1665), were found to be inadequatce and
additional warchouscs ore nceded in the regions of Cuntreal Iuzon, Bicol,
Cageyan Vallcy, end Western Vissyas (Honradc, 1G6G).

On the econcemic side, warchcuses and mills #1¢ elassified beased on
own’ rship, 4 survey involwving 23 wrrchouscs reveeled that 15 were pri-
vately owned; the rest werce semi-government entities ccntrolled by FFOOM/S.
Results als. showed that average milling cepaecity anc¢ milling recovery
for the 17 cono mills surveyed werc higher in F/.CCH/ orerated mills (58.3
percent) than in privetely~operated ones (57.7 percent).

The main scurces of income of warchouscs »r.: warzhcusing foes, mil-

ling charges, sele of by-products, ané drying services (Honrade, 1¢69).

Drilen (1971) vicws the outloock of warchousing »nd rice milling »

bright for the Philiyppines. FHowever, the estoblishment cf moderr rice
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processing plants requires considerable cepitel outlays both for putting
upphysical fecilities and mainteining their operations in the country.
Assuming that additional rrocessing plant capacities of a tctal of 135
tons are tc be financed by the “World Bank lcan of $14.16 M (P6.96 1),

a peso credit progrem th:t may reech F100 to F160 M would bé nceded to
cniable the firms hendling the edditionel plart esracitices to operete
viably. Iastly, the success of such 2 precessing plent would derend . on
the ability of the morager to control @ netwerk of factors relevant to

its operaticris.

Marketing prectices. In & study orn pelay merketing prectices of

farmers ot 2 Lard ko form district in Plaridel, Bulazcon, Mocetiag (1967)
noted thet the common marbet cutlets used erc:  lendlord, wholecalzr,
millers end Fi.CGI7 . Horc then cie-third of the totel velunme sold during
the 1662-63 wet seuson prlay was channcled through the wheleselers. One~-
£ifth of the voiume scld went c¢ither to the landlords or FiceM s, the
millers absorbed azlmest 2/3 of the pelay sold for the 1905-66 wet cea-
son; the wholestlers took about cne-fourth and the rest went to FLCCM.S.

In Bengued, /bre, the biggest velume of corn is disyoscd of through
the wholesalers, with only a smeller volume going to local retailers and
neighboring farmers. Imong the three grours, ncighbors pay the highest
rrice and reteilers the lowest (Faredes, 1969). hlcasid (1971) reported
thet nost of the products.of cern farmers are sold to local dealere and
millers.,

Iandlordsin Nuevae Ecije tend to sell a hipher porcentege of their
crop diroct to transient non-millers/millers. Formers chennel six per-

cent of their rolay to trensicnt non-millors/millcre, end landlords, LS

percent. An analysis of sources of palay of transient ncn-millers and
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millers further indicste the dependence of fammers on the marketing faci-
litics of the middlemen. Non-millers rerorte¢ thet 84 yercent of their
palay stock come/from formers end 12 percent from lanclords. 3eventy-
two percent of the tot2l velume of pelay bought by millers come from far-
mers and 16 percent from lardlords (Peredc, 1S64).

In Northurn Stmer, comzon palay buyers chosen by fermers sre town
merchents, loczl steres, ond locel buycrs, in that order. Highsr rrice
is the mest common resescn for the choice. For copre, lecel buyers and
copra sub-cgents zre the fermers' common outlets. Credit accemecation,
proximity end convenience Are the commen reascns for their choice

(Serdido ot al, 1965)

Marketing problems ¢nd solutions. Corn procuccrs 2 re awers of the

deficiencies of the msrketing system, The tying-up of ercdit end market-
ing hamrers the cdevelopment of sound meaningzful merk.ting progrems cn
the fern level., The wholesaling aspect: of corn mrrketing are affected
by the inadequecy of trensrertetion facilitics 2s 2 major problem. On
the retail level, on the other hend, retailers complain of the inaccurate
welght and messurements of corn grites purchased from the wholesaler mile
lers or processors.

Cther problems common to clmost 211 regione on the marketing of
feedgreins are; lack of merketiny knowledge; the subsistence lcvel or
basis of procductiony leek cof mérket informetion, specifically on prices
and movement of commocitics and markcts, =nc lack of funds tc tide the
fzrmer over during, time ofslack yrices four their produce. In additiqn
to these problems, intiporta and Euelga (1971) noted cther difficultiee

encountered by most farmers, low prices ¢rc offered for farmer's preduce
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yet no other alternative exists for the fermer, since he cen neither
wait for nor scck better prices. The absence of meéhanical dryers and
varehouscs ultimetely lescde to unfevorable form prices, #nd tronsporta-
tion problems ere always o marketing difficulty.

Cotabate corn frrmers meel three main problems in marketing their
produce: an inefficient merketing system; rrice fiuctuaticns; and pecr
trensrortation syetem (ilcesid, 1971).

Merketing problems mey be cllevieted by o number cf measures: or-
wenization of closely knit farmers' associrtions; effective exoension
services surrorted Ly a well ccordinated reserrce on all rhescs of the
incustry; tle esteblishment of warehour & in strategic pleces in corn-
procucing reiions, imrravemeﬁt of the trensrortstior gyestum frem the
farm to the market; and the provision of credit fer productivn ard mar-

keting (hustriz, 1€69).

Coconuts/Ceyre

Markcting metheds. Coccnuts arc sol¢ eithor s nuts cr rrocessed

into copra cr ¢il, i describuc by Darrsh snd Tiongson (16¢¢), fermers
dispuse of their rreducts in cne of threc vays. These cre by sclling
the urhervasteo nuts on ¢ contrect basis, by sclling the husked nuts; or
altcernativsly, they rrocese the nuts inte copre and ther selllthc copri.
When coconuts are sold on 2 contrect besie, the buyc. usuelly meko
a survey of the coconut plantation, rays an agrecd yrice for the estima-
ted guentity thet ncy be hervested, end beors the cost cof hervesting,
hauling end selling the nuts,
Thu second method is for the buyer to pay for the hushed nuts, usual

ly ¢n 2 rer 1,000 nut besis, whick have becn cssemblec ¢t the ferm or at
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a convenient place by the rosdside, The farmer harvests, piles, husks
and transrorts thc nuts to the selling point. This is the usual prece-
durc follewed in sclling nuts to proccssors or cersiceted coconuts t3
copra producers. Quite often, the fernr dclivers the busked nuts to
the proccessers. In this casc, the transrortetion cust is included in
the over-21 ncgetisrtior., Thesc coconut menufacturcrs usuelly give cash
advences to the fermers which often restlts n = contiact for srle,
since the farmere cre forced to sell their crop to Lhese deslers in re-
turn for the credit extenceod.

In the third mcthod, the coconuts ere processcd into coprre before
they erc zcld direcetly te cil processing rlants, correa cxrorters or 1o
cal buyers who act as agents for the big-timc 0il prceassors or exrort-
ers., This menner of e3lling involves all the servicer in morketing eoy—
ra such as horvesting, piling, husking, splitting ccconuts, processing

and tronsporting frem the farm to ultimete buyer's ricce.

Miarket outlets. Formers rreducing corre scll primerily to barrio

buyers or povlacion buyers, but they mey scl] to deaelers, cxrorters, or
extractors (Reche, 166%). In Sorscgin, merket outlets consist of 1-eal
deslors who hendle L5 rercent and wholeszlers with 24 rercent. The fest
goes tou exyorters, Suiza (1968), however, rororted thit nerket outlets
in Samar for eopra are comroscd of locel stores sccounting for 20 per-
eent; and 11 percent and 66 percent for berrio middlemen and otler nid-
dlemen, respectively., In /liler, Semar, about 51 rercent of the corre
sales ir 1062 sre scld to loesl stores, and 25 prrecnt to corrs sub-
agents (Espano, 1962). In Surigro del Sur, local &ssemblors deminete

other outlots (Carlcte, 1665).
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Market outlcts have their own system and structure in pertorming
their functions. Copra deglers ere mcstly loecated in the major termi-
nal markets, have their own bodeges, and often speculatce en rrice in-
creoses by holding the copra for a period cf time (Darreh end Ticngson,
1669), while exrorters usually meintein offices or busincss connections
in the mejor world nierkcts and 2re thus in gecd rosition to know world
merket concitions.

Marketing petterns very widely frem regiocn to region or from rro-
vince to province @s affected by the nature of preduction and the avai-
lability of najor eopre merketing z gencics, In Scuthern Iuzen, large
copra derlers do not exist; thus the pattern is from frrmors to barrio
buyer to exportcr or extractcr. The seme systom rreveils in the Bicol
areaz though barrioc buyers are usually invelvec. Ccbu is unique in that
eight cxporters, scveral dealers, and one extrzctor creratc in the rro-
vinces, but copre rroduction is relatively smell. Much »f the raw mete-
rial comes frem Semer, leyte ond other nearly provinces. In most cf the
Mindanao yrovinces, where lerge rlantzticns oxist, nicdlcmen arc by=-
passcd and corre rioves directly from the plantations to the exrorters

(Darrsh and Ticngson, 1967).

Conversion of nuts tc copra., The quality of copre rrecuced depends

largely on the drying methcds used by the producers. The purposc of dry-
ing coconut is to reducc the moisture eontent te 2 certsin level (5-6
percent); ctherwisc the copra will be of infericr quality. Two drying
methods are frequently used by copra producers; the suh—drying rmethed
which is the simplest (done by splitting unhusked coconuts, turning the

nuts meat side up and left to dry); end the "tarahan" cr cpen-kiln drying
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method. The coconut meat in the latter is dried by means of artificial
heat. In some regions, coconut meat is heated directly by smoke and

hot gases from fuel. Though considered a faster process compared to
other methods, the corra produced is usually sooty, scerched, or uneven-
ly dried. However, the artificial drying is much preferred by farmers
since the other metﬁod - sun—drying - is contingent on the weather.

In some aress, a combination of ithe two methods is used. Some far-
mers partially dry copra in the open-kiln dryer or "tapahan" before dry
ing them out in the sun.

A study on the marketing practices of coconut farmers in Allen,
Samar (Espano, 1962) revealed that about 62 to 75 percent of the farmers
employ the "tapahan" (locally known as "torokan") method of drying cop-
ra; only 15.52 percent use the sun-drying method. In Quezon, (lapid,
1968) farmers use only the "tapahan" method of drying though drying kiln
were of various designs tnd constructions.

A survey report of the Philippine Coconut Adminristration (Hicks,
1965) showed about 88 percent of the farmers employing the "tapshan" me-
thod and sun—-drying, 10 percent. Only 2 percent use a combinatior. of
these two methods.

Whatever the drying method used, good-quslity copre car only be pro
duced from fully mature nuts. Soft copra with a low percentage of oil
gnd that deteriorates easily is produced from unripe coconuts., Slow
drying produces good-quality copra, hence a drying time of a2t lecast 16

hours is recommended (Tiongson, 1964).

Marketing problems. Studies have reported inefficiencies in copra

marketing practices. Remero (1967) stated that marketing problems 2nd

situations are: monopoly power of the buyers at point of production;



lack of adequete financing and up-to-date infermotion; the ability of
the buyer to depress prices under the guisc of deductions for pocr gua-
lity and/or cxcessive moisture; inadequate roads and ccmmunication sys-
tem; end middlemen financed by exporters ond 0il millers handle the
warehousing freilitics and cven the cerra sacks. These are cmong the
factors which restrict the produccr's range of merketing, ord which, in
Zamboenga dcl Norte specifically, greatly affeet the marketing of copra
by the farmers (imatong, 1960).

imeng the above-menticned problems the following are often met by
farmers: fluctueting prices, lack of merket informsticn, lack of ceofi-
nite grading system, peor barrio reads, poor trensreraticn and lack of

credit (Espano, 1962).

Iivestock and Foultry

The marketing system for mest animals and poultry in the Philip~
rines is by fer the most neglected or perhieprs underdeveloped of 211 ma-
jor products of . the country (Summere, 1969). This situction hrs boen
brought cbaut by the marketing problems facing buth the livestock and
poultry reisers. These inadequacies and inefficiencics in markcting
arc felt in 211 its rhases: from the precurement of ~nimels at the farm,
trensporting thesc animals to the morket srers, abattoir cr processing
plants,.and even ur te ultimete eonsumybicn. Sendevel (1969) associsted
scme of these inedequacice with lack of sturage and processing facilitics
In the casc of market crganizations, opersrtional dcficiencies werc at-
tributed to lack of grading end enforcecments cof stenderds and measurcs,
poor merketing facilitics and inadequate price surports. Also rointed

out were the presence cf so many intermedierics along the trade chonnels,

\
even 2t the municipral livestock auction centcers.
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Derard/supply of livestock and pouliry, Nutrition standards

call for an annual per capita consumption of at lenst L1.45 kilos of
meat and meat products. Such requircments would entail a total supply
annually of at loast 217,980 carabaos; 1,390,930 hexd of beef cattle;
14,857,380 hogs; and 131,126,810 chickens. These figures far exceed
evon the highest number of livestock and poultry population ever attain-
ed in the country, high lighting the limited supply of meat products
which have led to our massive importation of these items,

The nature of studivs on demand and/or consumption pattcrns and
supply now available in the country are of ~ very limited scale, some
being a duplication of others. Hence they only present a vague picture
of the actual situation in thc country today. This review therefore
has depended quite heavily on the few available corprehinsive studis s
on demand for livestock products.

The most rccunt studics on consumption patterns were on meat;
deiry products; poultry and eggs, all of which were conducted on a
nation-wide scale and showud the weekly ratt of consumption of the
said products, and the consurption patterns in relation to incone
(Oliva et al, 1971a; 1971b; Dosayla ot al, 1971).

Studies reveal that the weckly rate of ¢ peumption of poultry and
rcat averages just over 117 kilos per 1,000 people. This is equivalent
to an annual rate of G.5 kilos per capita. Dosayla ot al (1971) nuted
that as income increascs, the weckly rate of epgp usage also incrense.
The same observation holds also in the casc of dairy products consump-
tion. For meat consumption, as income increnscs, the rate of usage
of beef and carabuef incrzascs sharply, going from a weukly rate of

55 kilos per 1,000 people in the lowest income jzroup (less than FLo0/
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capita) to 234 kilos in the highest incbnw group (B1,500 and over per
capita), or an .inercase of about L times (Oliva ¢t ok, 1971a)+ The
same trend is notcd for canned and processed meat with an increasc of
nearly six timcs,

Substitutes also affect the changcs in the derand curve. Torres
(1967) nanmcd three food items as beef substitutus: pork, poultry and
fish., Of these, only two yicldud cconomically meaningful price vlast:
cities of demand; fish with ~1,06 and pork with =2,31.

Antiporta (1970) reported that the coofficientes of price clasti:
city of demand for beef and broilers are positive and do not have muc
significancc. He further stressed that such cocfficicnts signify in-
creasing quantity demandcd despite inercesing prices = a relationship
that violates normal consumer behavior, The cocfficients correspon-
ding to pork and fish, however, have ncgative signs and arc statisti-
cally significant (Torrss, 1967). The elasticity for pork varics
from —.51 to 2.532, which indicates that for the latter a onc-percent
inercase in price will result in a 2.5 pereent decrease in the quan-
tity of pork purchascs (Antiporta, 1970).

The foregoing figures have important implications espucinlly on
the units making up the industry, If the gemand for pork is indeed
¢lastic, an incrense in its price should bring a proportionately gretter
reduction in the quantity purchascd.

Among the commoditics included in the study (beef, pork, broiler,
and fish), there were two pairs of complementary goods. Torres pointed
out that such a relationship is out of normal cconoric thinking. e
explained that substitutability betwecn pork and becf may hold true

under the conditions of relative abundance but they may complement one
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another when meat is inadequate,

Studies conducted on livestock and poultry supply revealed that
the supnly moverent has exhibited some cepree of instability. Romero
(19¢8) found .kzt  rices ot the fora level in 211 rejicno
exhibited an upward trenc from 1959 to 1966. The gap existing between
the-e two prices was found to be increasins with time in almost ail

regions.

Slau‘hterh-uses and meat procescing plonts. Seculer studies on

slaughterhouses have been undertaken to determine the rarketing prac-
tices involved, the operating procedures, tie hkinds of livestock
slauphtered, and the rcle slaughterhouses play in the retailing of
meat, Four such studies are anong those incliuded in the bibliography
of Froject ADI, two of them conducted at the provincial level
and the other rwo at the citvy level, The provincial studies were
undertaken in the provinces of Nueva licija (Cabanatuan and San Jose
Cities and lufom) and Satangas (Tanauan, hosario, Ibaan, Cuenca,
Balayan, Sauan, Lobo, Hasugbu, Taal and Lemery), while tlose on the
city level were undertaken in San Pablo City (Laguna) and in the

city of Manila (covering the national abattoir in Marulas, Bulacan
and kanila Slaughterhouse, Vitas, Tondo).

In general, animals slaughtered in the Greater laniia Area are
hogs, carubac, and cattle in the order (srosas, 1969), while in the
provinces including the city of San Pablo, the aninals slaughtered,
in chronological order, include hors, cattle anc caratcao (keyes, Jr.,
1971; Paje, 1969; Avanzado, 1966).

Anong the problems identified were the lacic of classification
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of sainals;lack of well-trained meat inspectors and/or veterinarians;
presence of outsiders during working hours; improper disposal of
condemned carcasses; and unsanitary surroundings (Reyes, Jr., 19713
Paje, 1969; Avanzado, 19¢€6) .

Investipations have been conducted on the establishment of
modern livestock processing plants at strategic locations and Lhe
role of processing plants in this respect. Aiunan (1970) pointed
out that marketing of both livestock and poultry can be greatly im-—
proved through the developinent of modern 1ivestock processing plants
in important production areas and through marketing of dressed car-
casses and reab rather than live animals. Furthermore, production—
oriented meat processing plants would narrow t he gap existing bet~-
ween the nroducer's price and the const.er's price with much of the
savings that can be derived from a reduciion in rarketing costs
initially going to the producers (Collado et al, 1971).

As of 1967, there were 20 meat processing plants in operation,
each with a complement of 20 or more workers directly concerned with
actual meat processing. The biggest plant has a capacity of LOO hread
of large cattle and 500 head of swine for slaughter (Guintana, 1967) .
In addjition, therc are several small local product manufacturers who
cater to small localderands for specific meat products.

The different processed meat procducts are classified into five
categories, These are fresh meat, chilled meat, frozen meat, canned
meat, and uncanned meat (Yu, 1969), Uncanned neat procucts manufac—
tured by food processors include ham, bacon, cured neat, cured pork,

ete, Canned meat manufictured by the big firms include sausage, potted
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meat, beef spfead, corned beef, beef loaf, etc, Marketing of canned
meat products is carried out through wholesalers who distribute them
to the different retail stores throughout the country (Luintana, 1970).

In spite of local production of canned meat products, the country
has to resoit to importation so as to augment tle supply requireients
of voth the consumer and the processing plants. In 1966, the importa-
tion of red meat was registered at €4 thousand mctric tons (Torres,
1967), Canned meat products accounted for about 80 percent of all
imported meats valued at more than 10 million pcsos. Accordingly,
classified by lind of meat irports, beef corsisted of about 75 percent
of the aggregate imports with less than one percent cachi to poultry
and pork. It was observed that while beef imports showed consistent
increases, that of noultry and pork gradually decrcased vhrough the
years,

The prirary sources of imported weef include Austral.a, Hew
Zealand, Argentina, and the United Statss, Pork comes firom Denmark,
and mutton from New Zealand., Canned meat is imported from Argentina,
Australia and Franrce (Quintana, 1970; Antiporta, 1970).

Like othar agricultural products, rarketing of rocessed meat
has its our. sethacks. Amons these are: 1) prejucice afainst locally
processed meat productsj 2) shortage of raw matorials) and 3) high
price of raw materials. Yu (1969) pointed ont that the low patronage
of the locally processed meat products does not lie orinarily on
quality but on the prejudice of the consuming public againuct
locally produced products., lMajority of the consurarng oublic prefer
imported canned meat products in the belief that importod ones are

much better in quality. Yu added a contributory factor - this is
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the lack of sales prorotior crive on the part of local producers,
Foreign brands are extensively advertised since the producer uéually
can afford bigger promotidn expenses., aAdded to this, irported canned
beef is subject only to an 8 percent ad valorem cuby urcer the present
Tariff and Customs Code.

On the other hand, contributing sigrnificantly to t he increase of
prices of reat products at consuncr level are: the shortage in supply
of red meat; and hirh price of local beef as raw imaterials for
processing, Yu (1969) mentions that if the countrywere to obtain the
beef from the local cattle industry to fill in the nutritional
requirements of our people, thefnttle population wouln be conplutely
depleted within a year,

Concormitant to the two major problens on rcat processing 1s
the establislment of reat processing plants in straveric places,

The UPCA lepartment of Apricultural Fconorics corduched a study to
idertify cities appropriate as locations for podern processing
plants (Collado et al,1971). lMentioncd as most logical sitcs for
modern processiug plants ircluce Sacolod, datangas, Cagzayan de Jro,
Cebu, Dagupan, Davao, General Santos, Iloile, and Iaya. The estab=
lishrent of rodern processing plants will enable the broducer to
reduce costs ircurred in marketior their animals, thus coniributing
initially to their savings.

Processing plants, however, involve large capital outlays. ihe
estimtoed capital requircment for the est.hlishment slone of the pro-
posed plant aggrepated to Pl million; and operasing capital would
amount, to P9 rillion (alunan et al, 1971). The plant as proposecd

will have a capacity to slaughter 400 head of hors and 80 of cattle


http:ideti.fy

- 105 =

]

per dey. This is estimrted to orcrate at 50 percent cepecity ond showlA
reoch full capreity within 10 yerrs. The mest Joricrl initisl outlet

for the processed rrocducts considercd is the Gruster Menile cree.

Transporting Jivestock end Trocussed Procucts

Vorious types of mest enimcls arc preduced in every geogrephicrl
ares of the Philippines.  The pattern of production shows thet both cot-
tle ond carcbeo are frr grecter in number in arens with lesser consumers
and proccssors then areas where most consum.rs ore sitvrted ond procce-
sing plents er¢ locited (Surmers, 1€70). Burcru of Jgricultural deono-
mics (BiEcon) detn show th:t cbout 28 percent of the cottle erd cirebro
population ere in iindenac, 27 rercent in the Viecyoe, whilc Jess then
10 pereent ore in Central Iuzon. On the otier kridd, ebout 31 percent of
the hogs rre riiscd in Centrsl Iuzen and Scutn.rr Trgelog, 27 rercardi in
the Viscyes snd only ebout 18 rercent in Hings pao. TTith these dite rnc
situetion, thercfere, it is cxrected thet viriocus wiys ond means ol Wons-
ferring the enimals to wrpikst 2rc enploycd,

Tronsporting livesteck from the firm te the morket ore:s, obsttoir,
or processing plents is frr mora difficult than moving cther ngricultu-
ral products. Depending on tle guogrerhicrl site anc the sveilability
of facilitics, livestock #nd peultry ar: commendy tronoperted by tny or
o combinotion of the following merms:  truchs, roil, trrilers, ships or
lorrics. In crses of neirby firms, erdmols fro lec or driven te the
markets £rem the frrm,

justria (1969) rerorted thet, in most crsus, dus te the uncvrileri-
lity of ¢ good trrnsport system, animels are driven o the whorves wher

it trkes scversl deys before they cen be lendec :beard & stoimer v
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Manilz. This delay in thc mevement of enimels cruscs heavy losscs in
weight cdue te shrinkage and in simc crhsecs deaths. This is porticularly
noticerbls smeng enimels coeming from as for as Mindenac.

Furthermcre, whrtever the means of trensportetion (be they by lesnd,
sea cr pir) enimals ere not previded with comforteble querters while
jeurncying from the farm to the abetteir, resulting in sericus injury
end even mertrlity (fntiporta, 1970).

The lrck of sdequote trenspertsticn foeilitics leeves previneiel
producers a2t the mercy of middlemen whe scem to be the only buyers at
perts of coll. Nubls (1969) stressed thet efter o few deys of weiting
and addoed expenses for animel feed ond crrs while the ~rnimcls aroe enrcute
to *he merket, not to menticn animsal shirinkage, the procducer 1is ferecad
to sell ot very margirel profits, -t times with nonc ot #11, when the
boat officisls requirc the unluading of the animals. The stne ebscervaticn

also holds truc with chickens (fustria, 1969).

Markcting of Chilled Cercessas

ilunen arnd Darreh (1970) studied thé merkoting of live cottle and
hogs versus chilled cercesscs from distant rrecs. Their enrlysis re—
vealed that the totsl cest of shiyping live hogs to Ernils renges from
P20 - ¥57 per head frem Ilcile - Masbete to Fu3.63 por henc from Dovac.
Mith the excepticn of Cageyan dc Oro, the cost ror herd declines es the
shirping time te¢ Menile decreases. Shiprers in Cagryen de Cro incur
relatively high costs in procuring hogs from the Bulkidnen arce which
reises their totsl cest ebove thrt for Cotabrtc,

The onelysis for hog shipments shows thsnt the potuntical sovVings

aveilable through morketing chilled cercasses instoad »f live hogs eru
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substantisl. The sevings per kilo dressed weight ronge from Fo.15 to
FO.64 or 33 to 59 percent, ‘

Mindenac firme ship a totol of neerly 4,500 head of live animals
per shkijpmeit. During tronsrort, shrinksge less mmeunts to scven rercent
er on aversge of 23 kilos per cettle. The brsis used for determining
weight loescs are 327 kilos ferm weight and 304 «ilos Moniln weight.
inimals shippe? from the Viseyes usuclly heve o skrinkoge of 19 kiles
or 7.2 rercent brsed on the evercpe farm weight of 244 kiles. Shipping
ccsts for Mindanao shippaseversge F112 per heod while, for Visayes
shiprers, shipping cocte avercge F16,00 per head.

Llunan and Doarreh further noted thet rrocessing crttle right in the
preduction aree ~nd ~llowing three percent chrink:z. for encling end
trensporting to HManile merkedly reduce shipping coste comprrod te trans-
porting live crttle from Mindenco te Menile. The precsec snves an emeunt
equel to 0,20 per kilc or epyroximetely 3o percent of the shirring cust.
From the Viscyas, the totel st of shipring chilled beef cercess wis
computed to be F51.25, on a dresscd woight besis. The cost wis aquiva-
lent to FO.41 per kilc, & saving of J0.:26 per #ilc or 39 percent (Wuble,
1569) .

Fanggot (196$) rcported thet cattle frrmers in Batengrs incur trans-
perting costs of F5.80 per head for rn rverege distence of 12,7 kilome-
ters. He further noted thet tronsportetion fues for emell frrms ~ro
grester than these fer lrrge end medium frrms by #bout F1.7C0. Thure wrs
ne given explenetion to tids, but it ceAn be surmised thrt the number of

animels transported would acccunt fer the differcnce in cost.

Practices ond Froblems

Proctices in morketirg livesteck very from sree to arces. In some
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ere:ss, most of the livestock 2re sold to buyers who g¢ to the ferms; in
cther rrons most of the #nimals are sold threugh merket centers, while
ir ether ~rees the procucers ship their own livestick te merket, Fow-
ever, no cingle method cr system of sclling cxists exclusively in any
arca of the country. Thus, there is a multiple number of livestock mer-
keting; systere within the country (Summers, 1C69).

Iivestock buyers ~lse vary cccerding te thedr ncede for or use of
the animels ond their proximity to the scurcc. In genern] torms, Quin-
tana (1970) reperted thrt s-les from average frrms -nd households with
livestock nro mede mostly on izeal basis cithor to other fermers and/or
liveatock declers, ond reteilers.  $nles of work animnls ere nede to

othor Crmacrs rnd deflers wiile ofles of aninels for slrughter are mode

rey

hors ¢ considersble num-

mestly te ¢exlers end retailers.  In the cose ©

Ler sre scld dircetly to consuners.

Cattle morketing outlets. Darrsh end Tiongsen (1669) rcported that

the mejor merket cutlet fer crttle or lorge onirv le is the livesteck deo-
ler, vhe accounts for twc-thirds of the scles in iirdencs (sblen, 1967).
Butchors renk eccord with 16 percent of seles, and sther fermers ronk
third with 13 percent. Butchers ere the most importent cutlets fuvr the
smellor frrms, whiilc deelers are more inroericnt toe the lerge farms,
horeover, Dorrak ond Piongsen further reverlod thet stles to live-
stock declers ore mece by mere than 75 rercent ol the frme, 20 percent

te comsumers, ond only few forms to reteilers. fs the sizme of ferm in-
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outluts decrenscs.
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Swine marketing cutlets. The majer merket outlet in Batengas for

swinc sreo local dealers accounting for cxoctly two-fifths of the totel
seles (Villegas, 1969). [ substential number wes ebscrbed by swine rei-
sers ond butchers. Mentioned as other minor outlcte were out-of-tovm
hog buyers, wholcsnlers and cooperetives.

In generel, the importent ressons given for selling tc specific buy-
crs ore nigher prices offered, immediste peyment, ond convenience. For
anall farms, friendship or family kinship is the sceond most importont
reascn (Zeblan, 1967).

Villeges (1669) on the othur hend, cbgurved thet the pric.: wos a
major determinant smong swine reiscrs ir the choice of merket cutlets.
He furthermere reverled thet eipghty-six rorcent of tre hops ere sold on

cash, and the rest on instellment or cn credit.

Poultry marketine outlcts. Harket cutlste for roultry end egis dif-

fer congic.rebly fram the morket cutlets used by livestock produccers.

Fcr smrll poultry producers, the merket cutlets ore the rrocessing rlonts,
public end supermerkets, restaurents and hotels, and local consumers
(Guintene, 1670).

Surmers (1971) slso reported thet en cstimstod 3C vereent of poultry
procucts ~re¢ sold dircet either live or drosced. L alsc menticned other
instituticnzl buyers such ~s hotels, restrurent e or hosvitils. Hhelestlo
buycrs constitutc the mejor meylzot ocutlet for dressce hircs. they in
turn Gistributc drossed birds Lo restiurents snd superrrreets (iustric,
1666). In the crec ef cgg merketing, ferms with ereld corguercisl Tlucis
depend heovily uren feed dealers £8 on cutlct for wholsstlo-rotrilors,

hatcherics, feed dGerlers, nnd other lrrge buvers of ofre (wuint-no, 1€°C).
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Sclling methods, Summers (166€) observed thet most onimels ar:

sold by the head besis in almest 211 perts of the courtry. This corro-
borctes the findings of Darrah and Tiongson (1966) ond thosc of Ville-
gos (1969). The per hend bosis is genorally the method adorted by both
the smell ene nedium swine reiscrs. There orce, however, questions ari-
sing frem this practicc. Eyamplc: a piglet is scld for 60 cr 70 resos
per head, but cocs this show the actuel price? #het is the actuval price
in torme of kilos? Cne pigloet mey weigh 16 kilos, enoticr 20 kilos but
may be priced similerly. Is this rotionsl on the port of the producer?
would the use of seeles in weighing -the animels pive feir rrices to both
the producers end the consumers, or voulc this 2lsc grectly affeet the
buyers? These ore sone of the questions fur whzch Preject /DIM sheuld
try to gst the ansvers, and/cr for which it mey sugirest some plans to-

worés the solution of this agrect of marketiry.
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Some of ‘the other problems in the marketing of livestock and poul-
try are lack of market information, low slaughter weights, inadequate
transportation facilities, slaughterhouses, and refrigerated storage
facilities, not to mention inadequate financing (Guintana, 1970). Tong
anllection also adds to cost incurred and reduces the profit of the
producers while increasing the cost to the consumers (Nubla, 1969).

A number of persons of authority on livestock and poultry product-
ion and marketing suggest the establishment of auction markets in stra-
tegic places. Nubla thought this necessary, together with the improve-
ment and/or construction of feeder roads leading to the barrios. Auc-
tion markets, since bidding is public and competitive, will eliminate
the pressures applied on livestock marketing by some livestock buyer
syndicates. The establishment of public auction :narkets will give the
farmers a fair price and lessen the price manipulation of middlemen

(Korzan, 1970; Summers, 1970; Darrah and Tiongson, 166S).
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] ALIZER PRODUCTS:

[ 1STATUS AND DISTRIBUTION SYSTEMS (1

Agricultural Machinery

The agricultural machinery situation in the Philippines may correcte-
ly be assessed as inadequate in terms of number., Central Bank (1971) re-
ports that no facilities for the local manufacture of tractors, except
for some tractor parts, exist in the country today, There are however
eleven establishments engaged in the asembly of t ractors; three of these
firms have installed complete machine shops and auxillary facilities for
the manufacture of parts and repair of tractors,

Presently, there are ten firms serving as distributors for foreign-
made power tillers. Small workshops buy the prime tractors. Two firms
are engared in the assembly of power tillers from completely knocked-
down (CKD) parts with an aggregate capacity 7,000 units per year.

Iantin (1971) says that rice processing machinery used in the
Philippines is mostly imported. There are four companies manufacturing
rice hullers and at least one manufacturing cono-type rice mills, Cono-
type rice mills in the country number more than 3,000,

Central Bank likewise reports that the Philippines imported a total
of 4,448 threshers from 1963-68, and a total of 1,652 hullers and clean-
ers during the same period. In 1968, 3,84k hullers were imported as com-
pared to only 278 in 1967, an increase of 1,282 percent, For hullers
and cleaners, = total of 636 were imported in 1968 as against 2 mere to-

tal of 31 in 1967, showing an increase of 1,951 percent, This showed a
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sharp increase after the country incurred a deersase of 97 percent in

1967 imports when the Philippines importad only 31 hullers and clesners

for the whole year.
Though the country hes rosorted to importations of grein hullers,
cleaners and threshers, the demand for the country's local menufacture

of such agricultural m~chiacery os tractors and power tillers is ~till

very low, The rated ea ecity of farm m chincry assemblers is very much

o

in excess of the prosent Philinpinz demand and

The lavge s i e sscmblzrs by Philionine standards, are
operatiag at v 30 percent of their rated ou1put

This very i 1screpa.uy betwaen inastalled capacity
and actual output is due to the sluggish advsncoment of
farm mechnization in whe country,

G"‘J

The incrcase or decrease of farm output groitly influcnces the
demand and supply of agricultural machinsry, Demand becom:s erratic,
that is, it may increase or decrease cigpending on the wicld of the
crops, This is so0, because farmers are capble ol making investments
only at times when the rise in their income is mors than :nough to
satisfy their necessitics of 1ife, toreover, once acouired ih will take
man vears beforc the price of the piéce of cruipment i: rucovered,

Modsrn rain vrocessing prcjocis employ almost fully machanized
haniling of ;roins, unlike thet in smell rice milling ~nterpriscs wherein

I F I K3

handling and most other opsrations arce done by hsnd, This is exem-
olifi=d by an integrated rice processing projuct in Say, Lenuna

This corporation and ot icr privote large firms entoer into contract
.w1th large fanns proaucing the kind of c¢rop necded by thz firm, This
assures t:i2 producers of & rcady m rkst, They cre not hompered by

fluctuating prices of consumer goods, Therc zrc other integrated

processing firms which grow: th. crops complement=2ry to their needs,
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This partly supports the firm in times of shortare of raw mat2rials,
Idlewise, smell fzrms under contrsci with such companies are
compellud to pruduce aizh qualiby nroducts or ara pioviced with incen-
tives to incrosse production bocanae of a~surad prices and markets.
For.: example, a seed corporation in Lasuna has provicded inccutives Lo
farmers in Le-una snd aven in obher wrovinces such as Nusve Ecija, where
it has abranch ot Czianctuan City, to produce hizh quality and high
oroducineg varictics spreilied by the comeany.,  The fnrmer's earcrness
to comply with the rocuirenents pegred by processors prompbs | Shem to
acouire ~5 leest one powor tiller Lo improve and intensify Lo dr
oroduction, Such o des 1vak$h importent in tho atbtaimmem of nhwﬁﬁniza-

tion of #1is form rvdd in the initilal nrccceszing of his producus,

Covernment Prosrom end Policirs afiecting mcchanizotion

m

set up the production of agricultural crous, the Zovernment hes
sot up som: ororsrams Lo promote farm mechanization of {=2rms, whether
smell or 1livrzs, cs it is now sware of the importance and benelits thet
could be duorived from it for whe r.z2lization of the zoal of fcod selfe
sufficiency,

One of these iz tie launchins of “he Uorid Dunk Fapm Muchenizztion
Prozram, “this was initieted for the surpose of extonding mecium end
long-term loans *c ¢iall farmers, The Wovle 3ank granvad a loan %5

nillion for this purpose throush the rarsl bonks,

Uncer the progsram, Zars machinory ona implements s.ch as Lrucbors
(han? tiactors and attoechmsnbs) for land  imorovement and cultivation;

Farm implemcnts for »lunbine, spraying, mowing, horvesting and custing,

equinment »nd  mot rialsfor livestock and poultry raisins ond fish
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culturejmey be acquired by eligible borrowers defincd under the rogula-
tions.,

Very rocently, the World Bank again extuended a substanticl loan
in supnort of th: grain processing industry. This is one of mechani-
cally-related incustries which are provided with investment incentives.,
Included under this are grain dryers, rice mills, ~nd equipment neces-
sary for zrain handling, sterags, and markcting,

Other typcs of crzdit in the form of relatively smallur: loans are
available from the ACA. Farmers can avail of thesc lceans for purchase
not only of mechinery but also of other production inputs such as
fertilizers, chemicals or seeds,

These credit institutions, however, rovuire the farmer to put
up collaterals for the amount horrowed, Thus, in spitc of less strict
proccdures, many farmers are still unable to mos erodit requirencnts,
Perhaps minimization of mad tap: or of excessive burcaucracy in governtont

lending facilities might solve this limitation.,

The Fertilizer Industry

Back:round nnd present situstion, Fertilizer production ond distri

bution brran 1s a government nononoly with the building of the arin
Cristina £lant in Mindanao in 1951 by the Netionnl Fower Corporntion.
Two years later (1953), a private-scebor suxrphesphnte and comnlex
fertilizer »lant with a rated 2anual capeeity off 24,000 mulric tons,
was established at Maniia, The Maria Cristina Plunt became a private
entity in 1960, A third fertilizer plant was sct up in mid 196G, at
Limay, Bataan and a fourth ot Tolede City, Cuiu.

The combined rated capmcity of th. four companics total 7,000,000
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metric tons of fertilizer materials, WUutput of these plants make up 90
percent of total fertiliiér producticn,

Although the fertilizer industry has made significant monetary con-
tributions through revenue sources, it found itself opsrating at only
37 percent of the ratcd capacity in 1970. Data from the Fertilizer
Institute of the Philiowines shew that the industry as a whole has never
operated at mecre than 47 percent of its roted cap:city. This low
utilization of dom:stic capacity appeared to be due to continued compe-
tition from direct imports particularly in the sugar industry; difficul-
tics rel:zting to plant operation, and the failure of plant cavacity to

match, product by product, the local demand.

Domcstic consumption, Fertilizer consumption in the Philippines

rose durine the period 1954 to 1770 from 20,000 to 170,000 metric tons
of plant nutriemts. #accordinz to Barkcr (1969), th: use of chumical
fertilizer in the Philinpines since 1950 has been growins at an annual
ratc of about ninc pircent based on the quantity cf fortilizer imported
and produced locally. In 1950, the bulk of the fertilizer was amuwonium
sulfate, At present, mixed fertilizers and ur:ca moke up a considerable
share of tha total,

Secularly, the rezions of the c:ﬁntry vari.d zroetly in the use
of fertilizer, Projections from FIP show that the highest use of
fertilizer is in Southern Tagalog espacizlly in Batangas and Cavite
provinces, The Western Visayns region, inuicated bLhe second hirhest
usage, much of the amount going to sugarcanc plantations, 'nd third in
rank is Central Luzon, Other regions usc less becsuse of fower distri-

bution facilities nnd ~reater distancs to morkets for farin procucts
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- (Shields and Gray, 1971).

Government activities affoecting fertilizer demand, A number of

sgencies are promoting the use of fertilizer in the country (Le Guia,
1970)., The Rice and Corn Production Coor@inating Council (HCPCC),

now the Nationzl Foed and Agriculture Council (NFiC) is the azency ros-
possible for the implementation end coordination of the foed productivity
campaizn of the government which cxponds from the ropgion down to the
rural areas, The Council also concentrates its cfiorts on numerous

riorit rovinces an. ~ives incentives and aids to the firmers throush
- ]

extension work snd thercby promotes the use of fcrtilizur te increase
farm outnut,
The Aericultural Credit administration (4CA) is o soveriment

2

he tasl of cxbending loans to farmuis or agri-

agency ¢ntrusted with &
culturists for usc in fertilizer purchase, This crudit extension is
designed to help the smell farmsrs avail of soro ferbili or for their
use in the faym »nd to accel rote the rdoobion of reriilizer practices.

The agricultural Loma Fund i: under taoe suservision of the Depart-
ment of Rural Banks, Central Bank of the Philippines (DRB-CB), It ox-
tends loans to smz2ll farmers for use in the ourchas: of inputs such as

fertilizer, The ALF loaning system dirfers {rom that of the 4Ca in
onc aspect - it does away with the collateral: requirementy,

The Cooperative Auministrative Office (Ci0) on the other hand,
ancourages coopzratives which can produce and sell fertilizer at lower
nricas,

The Development Bank of the Philippines (DDP) also cxtendgs crop

loans ccvering other farm inputs and perhaps subsisteince but is onl
J



w110 »

limited to palay, corn and vegetables.

The Philippine National Bank (PB) is a semi-goveornment entity which
also extends financiai aid not _only to crop producers but also to members
of the SFCMA,

The urgency of the need to accelorate fertilizer adoption among
farmers has orompted the government sector to promote bills that
affect and promote fertilizer distribution.

Under Repiblic hct 1609, the Agricultural Crodit Administration
(then ACCF4) approvri tud P45,513,000 for the purchase and distribu-
tion of fertilizer ovir a period of seven crop years (1956/57 to 1962/63).
Purchasss werc made principally from domzsiic coopuratives. The sub-
sidy represented more than 50 percent of the commereial retail price
(Barker, 1969).

Borker also cited Renublic act 2084 which provided for the distri-
bution of fcrtilizer specifically to rice 2nd corn farmers ot 50 per-
cent suosidy. In 1954, ACA terminated its fertiliser subsidy pro/ram,
but continued to sell fortilizer through cooperatives at rates slishtly
below th. currant comm cinl rates, IThe p2asage of Republic sct 3050
in June 1961 removed import dutics on fertilizsr cooperotives. this
teriff which amounts o 30 percent of the cost snd 1raight value to
-the Philinpines was however reinstated for cooperatives in 1945, hut
imports mase by cooperatives are currently exempt from the scven per-
cent advanced sales tax resuired of all private importation and domes—
tie production,

F:rtilizer distribution system, The extent »f fertilizer use

among the Filipino planters is still limited ond shows “hec n-ed to fur-

ther develop and promote i“s use cn farms, Shields and Gray (1971)
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indicated that lexzs than 50 vercent of the plantirs in the country are
currently using fertiliszers, Rates of use arc below recomri:nded levels,
To step un the usc oi fertilizer, both the rovornment sad nrivete scector
have excrted ciforts in oromotional wxtension campaigns. Hsnd in hand
with thuse crfforts, an . ¢fficient distribution system of fertilizer

. . . . '
should be organized to provide th& furmcrs with the nceded supply of fer-

tilizer 2t the

'3

roper time, place, cuantityv, price nnd onyment terms.,

There are bnsicsally threc types of orivate ent:rprises that are
enznged.. in fortilizer distribution: lcenl .roducers, trading firms
and coopurrtives, Adzed to these privote distributors is a scvernment
agency, the Agriculburzl Credit administration (ACA), which has tsken
an 2ctive hand in fovtilizer distribution through its roegistered farmers
coonerative (de Guia, l??O).l/ Houever, tho methods employed by cach
company ~nd by Lhe gov.rnmunt differ considerabdly,

The distribution nattern cdonted by wvach comeany depends on its
individual morketin: set-up.e Only con: company lwaves its moketing and
distribution to » sister mrrketing orcanizntion with a corporate iden-
tity of its own, The rest of the loczl producers hsve marketing depart-
ments within their own organization, These local producers deal orima-
rily with their dealors and alstributara, directly with i-rge customers
sich as plantations, »lantoesdassociation and cooprratives, Distri-

butors, on the other hand, sell to retail dealers who in turn s=l11 to

tarmers (Barker, 1969),

1/ De Guin noted that therc is som: ovarlanoine among these
categorizs, but the distinctions arve mede with respoct to
the distribntion function in the context of the ovorall
purpose: of the firm,
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Among planters' cooperatives; the Sugar Producers Cooperatives
Marketing Association (5PCM.) is the most active and moves thc largést
tonnage to its affiliated associations and association planter member
(shiclds and Gray, 1971). The cooperative also meintains warchousing
facilities for fertilizer initially stored for distribution to member
associations.

The gricultural Credit Administration (ACL) system of distribution
differs coisiderably from that of the local producers and the planters
coopzratives, ACA distributes fertilizer through its authorized farmers
cooparatives (FACOMAS) .

De Guia observed that the distribution system of ACA consists of
three central depots, @ sub-tcrminals, and 275 local warchouses (there
ware only 155 local warchouses reported in 1969, which inercased by 54
percent in 1970.3/ As of 1971, there were 75 authorized distribut
(Fi00%S) and 311 designatecd outlats. Serving as liaison officers
among the FATOMAS, the outlets and warchouses ars 125 district fertilizer
agents, The Aszricultural Crazdit Administration (ACA) through these
district fertilizer egents, also sclls fertiiizer directls to farmers
for cashz/

The terminal warchouses of ACA are located in three (%) strategic
place , Iloilo (“estern Visayas); Polo (near Menile); and in Cebu, Thess
terminal worehouses serve as the sub-terminal or district warchouses

within their respective spheres.

g/Computed frow the data reported by Barker in 1969 and dc Guia
in 1970..

3/ For a more vivid description of ACA's distribution system, see
Barker's paper, the Philippine Fertilizer Industry: Growth and
Chenge. 1969,
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AGRICULTURAL CREDIT
IN THE PHILIPPINES

Credit Agencies

Primary credit activities in the Philippines are being carried out
by the Development Bark of the Philippines (DBP), the Philippine National
Bark (PNB), the Agricultural Gredit Administration (ACA), the rural banks,
commercial banks and insurance companies, and the landlords, middlemen,
and merchants who dominate the scene.

The Development Bank of the Philippines (DBP) replaced the Rehabi-
1itation Finance Corporation (RFC) which had been created by R.A. No. 85
in 1947 to take care of the rehgbilitation, development and expansion of
agriculture, commerce and industry, the reconstruction of property da-

-maged by the war, and the diversification of the national economy. The
DBP has élmost the same objectives as those of the RFC, i.e. to provide
credit facilities for the development and expansion of agriculture and
industry, for the diversification of the national economy and for pro-
moting the establishment of private development banks in provinces and
cities. The charter of the DBP has set loaning percentages as follows:
L5 percent for industrial loans, 35 percent for agricultural, and 20
percent for real estate, government and other loans., It has also pro-
vided that 25 percent of the investible funds of the GSIS and the SSS'
be invested on bonds issued by the DBP.

The PhilippinE‘National'Bank (PNB) was established in 1931 following

the approval of R.A,‘3895. It extends agricultural-time, crop, commodity,
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and long-term loans to farmers besides giving rural banks f{inancial

assistan.o, especially in areas where it has no branchoes.

The Asricultural Credit Administ-ation (iCi), formerly ACCFA,
has the cual role of providing liberal credit to farmers and promot-
ing the rrowth of cooperatives (F3007aS). Credit from ACA is either

given directly to famers or channellced thru the

-
", .

ASU w53, A promise to
.
pay and a pledge to deliver a certain amount of produce vz Lhe local
cocnerative (FaCOMA) are the only sccuritics required by the ACA. The
agency has evolved a liberal and reascnable schomz of extending credit
to farmers., Besides maintaining a low level of interest rates for
loans it has extended, it has also adopted a nolicy of ralfinancing
borrowers who fail to pay basck their loans on time dus to lortuitous

events or lorce majeure and of still givinc inem priority over other

borrowers, ACA relzased L6 million in FY 16:4=1970, The bulk of the

[&)

loens it srantod wzs for roduchlon puios £21 willien). Comrodity.
2 }‘ J

marketin: and facility locns mle Wb #in miliion of the wotal cr.dit
granted by 4CA [ovr thx sams neriod, The total leans srantod by ACA
rrom 1940 to 1970 amountod to F179 million.

The developmyib of FIoGkS ac marketine institudicons and asgrizul-

tural input-suppli rs hes been asvlocted das 0 bhe proccupation of

L

the ACA anc wne FiUOWA manasem: ™y wish bho ceenis funscion,  As the

Weonomic Development Foundzbion (ED¥) pucs iy, Fa e r-menbers resard
the cooneratives &3 exgentially credit rathor than marieing ascocia-
ticns. "

Landlords and monopolistic cradit sorditicns prevail »nd prrvade

every ncok and cerner of the farming sector. Lanclords and private
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ﬁoney lenders are the primary sources of credit in almost all rural
arcas in country. Rivera end McMillan (1952) pointed out the almost
exclusive monopoly of middlemen, merchants and landlords as sources of
credit. Gapud (1959) also mentioned this fact in his survey of 5,14h
farmers in seven regions of the Philippines in 1955.

A case study conducted by Alcazar in 1961 provides a miniature des-
cription of the monopolistic credit condition in the rural areas. The
same author &lso observed that the rice industry in Bo. Cagemutan, lega-
nes, Iloilo is likewise being financed by larndlords and private money
lenders.

On the basis of trends, Tablente (1965) predicted that private
money lenders would remain as dominant sources of agricultural credit.

. survey conducted by the Bureau of fgricultural Economics for the crop
year ending June 1967 showed that the proportion of farms which obteained
credit from institutional sourccs to all forms reporting the use of cre-
dit was 22 perceht in the case of the farmers who ere designated as co-
operators of the Rice and Corn Program and 25.2 percent in the case of
the non-cooperetor farmers. The proportion of all reporting farms which
obtained loans from landlords is 28.2 percent for cooyeratcrs and 41.8
percent for non-cooperators.

Romero (1967) rerorted that for the ssme year 71 percent of the
farmers obteined loans fewm private individuals and only 29 percent
borrowed from‘recognized credit institutions. On the other hand, Pamu-
cono (1968) observed thet privete lenders end landlords still remein
the primery sources of credit. In 1971, the Department of fgriculture
and Natural Rescurces (D/NR) estimeted that 20 to 50 percent of the

agricultural credit requirements of the amall farmers are still
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met Ly locel money lenders, This wes supplemented by - roport that
landlords remain “he most dominant source of rice fina:cing in the
Philinpines (iizars and Azabin, 1971) and .y some scctoral studies like
those of Almario (1971) and Buluan (19€7). “Yatanabe, Asian Develop-
ment Bank Prosident, made a similar observation when he s2id that the
share of non-instibutionzl z jrcicultural credit ranse bitwzen 40 and 95
percent in most foveloping hsian countrics (1971).

ReA. 720 (Rural Banks dct) was passed in 1952 orevidine for the

ereation, octanization and operstions of a syzlum of rural banks
throughout the country desizned to ive casy crndi., facilities on rea-

1

sonable tcorms Lo small farmers, merchancs, intustrisc an’ cooporative,
3 3

in

i

r

The rural benk pro rom was dorive such novay o5 Lo make rural banli-
inz as sim-le as possible and capted o . st wats ' low lovels of
sducotion of the rural people (Tablante, 1925). Rurel baaks hove also
the s'condary'purpcse of familisrizin- wiral foiks in the use of bank-
ing facilitivs,

The rural bankin- system also facilitated the ~reonting of CB-AGLF
and CB-IBRD loans to thc farm.rs. The AGLF plan wae revricd out in
support ror thz Four-Year Rice and Corn Self-Sufficiency Prosram of
1986,

Rurz1l banks :=nd developmznt banks may be desiznated anenbs of the

4CA under the Land Reform Code.

Landlords and Other Private Money Lenders

Farmers seem to prefer "andlords and other private money landers
to established government agencies znd wrivate insztitutions for craiit.
Most frequently cited recason for this proferimee is ceaverdence (Alcevar,

1961).
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Toans from these sources require little and nc paper work at all,
As observed, some farmers are not fully aware of the procedurés to be
" followed in szcuring a loan from bank (if not the prescnce of the credit
institutions itself). Farmers' knowladge of the locabion of the credit
agsncies have a significant bearing on their credit preferences and prac-
tices espucially in cases when it is indiceted thet the majority do nov
seem to know where the said esteblishmentsare locabod.  In Mepghalin,
Kanengga, Leyte for erample, Mamulat (1954) reperted that 56 pereent of
the farmers were eithe- mistaken about or did not imow she axact loca-

tion of th> nearest bank., 4 significant portion of Torners who generally

1

have limited education are simply awed and discourared vy the larpe
number of credit instruments and documents which are @ nory of a loan
procedure, Clemente (1967) indicated that som: farnurs ww.n wnen
offered low-in:crest bearing loans rcquiring no collat-rais like tho:se

under the AGLF vrogram would not prefer such loans ozcmuse of whc oo~

much-paper-work! requirement attached to their p-.curement, plus of
course, thz concomitant delayed ancreval of the loans,

Tablante (1985) sives a more detailsd explanation of why land-

L

lords ond private moncy lencers are the farmors! major arodit source:
Havingz a low income es 2 result of small sisc of his
form, low production, inefficicnt use of farm labor,
poor farm orranization ch-r:ecterizad oy mon ~Cilh are,
one crop system of frrming, and loss of incere thru
middlemen-control of r‘1cviuurtl rerlcting, it follows
that tihe farmer will have Zittle or no savines be usc
as cepiial to improve his fapm businzsc oo rebions, nG
a vicious cycl: iz vstablished [roa ubins h e a0 hardl
exbricats himself, He, choerefore Las to vouy h\'vjly
on credit fer his CJ,;"l rac 1rulvnu, zad ot Lor lack
of accentnblc portgni-=ble prelerty wad b.eause of thz
facilities of institulionali.ed sources of crdib.
Under the cirveumtances, bhe privote money lender becomes
his major source of loans,
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Datey (1970) added that rural banks tend to place too much emphasis
on the feasibility of the projects to be financed.

De Guzman (1957) eaid that rural banks have a tendzney to favor
landownzrs in the granting of ageicultural loans, understandzbly be-
cause of the substantial sccurity Lhey can offer, This finding was
verified by Aguino (1955) in his study of five rurzl banks in Visayes
and Mindsseo. lle found thot banks tend Lo iive l:rger ioans to the
londlerds, oerhaps bocause of their owmorshin of land, So did Avella-
no:n (1971i) in his assessment of the lendin operations of tha rural
banks of Diroz, Davoo el Sur,

In this record, rural bangs and other esteblished cradit insti-
tutions asve o bosis [or tnelr preference, Where payment of credit
s¢ l:rgely aesoal's on crop retoins ~ad waen the szeurity offered is
inaderuate or nonz has been offercd, many loan zccounhs t-cone over-
dug, resuiting in losses, It has often buen mentioned that poor re-
payment is the most difficult nroblem trnat rural oazkers, FACOHA and
LCA creditors feco at present, Thure are cramoles sunoortin? this
asnovtion. Sacay (1461) seid that the conbinuance of the ‘icrop loan
aro ram of ACCFA iz beincthroatened by the farmers' failure to pay their
loans." For a while the ACCFA-FACGMA tandem served as a show case for
rural pro:ress in ths country until 1950 when the ACCFA suffered finan-
cial losses due to delinquentloans (Cruz, 1972). As a censequence,
F.00%h operations likewise suffered set-backs and Tailurss, LAfter 1959
somc 300 of the 536 FACC 'AS orjanized under the aegis of the AUCTA ran
out of operatings funds, lost membership support and verged on total
collapse,

Tablante (19%45) noted that many people in the rural areas take



“the attitude that they do not have to repay loans coming from the govern-~
ment., The AGF Loan Program of the Central Bank is also confronted with

difficulties because of the non-payment of mztured loans (Clemente, 1969).

Some Wcaknesses of Credit Institutions

The failure of credit agencies to substantially cut into the lend-
ing share of the landlords and other private moncy lenders may also be
partly sttributed Lo some of thelr built-in weaknesses.

ACA/FACGUAS, Falthud do nob funchion effectively because of weak
membership sunpert and cooosrative manszement, in addition tvo limited
fundine, Farmers have not yeb regarded cooperatives as tools for them
to become solf-desendent but simply as providers of cruodit and merket-
ing services, Perhaps traditimhas something to do with weak member-
ship sunicrt, waich appears to b the bune of the coopuratives, Cruz
(1972) said thet pernaps “he Spanish rule in the country left long-
lasting influences in the minds of the subjects, wmakin~ trensition
from a traditional community toc a modern, profit-sharing cooper:tive
effort a vary diificull process,

The weak mombership support of FACGHAS can be gleaned [rom its
roster of inactive memissrs, s of June, 1970 inactive 40C0HA members
aumbered 258,470, srester than ive active member totr1lin 108,652
(Cafeon, 1971). Cooper:ztive memvershin, cducation and wmployce train-
ing have received very lictle atbention, Cocerative udunation servicss
of govornment ¢

e

ancizs and nrivate organization remain larsely uncoor-
dinated,
Th- feilure of F.CC.S o mect the needs of iheir nambers also

has shemmed fpom their limited finances and faeilities. Delovino
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i19?0).said that a mumber of functions of the ACA and farmers’ coopera-
tives are not backed by funds. The operation of tho PAlJ0MAS is dependent
on that of ACA (formerly ACCFA). It is o fact tiat ACA (AJUFA) has been
crisplad by the non-release of the a~orosristed funds for = nocration,
Cruz (1972) documented this when he noted that rhe fovernment release of
the ACCPA's rovolving capital was consistently low, its highest being 40
percent only of the F110 million authorized by law. 4an example of the
financial difficultics met by cooperstives caza be glesned from the casc
of the Catubig-Las Navas in Catubig, Samar,
Noble et al (1965) -les~ribed the operation of the FACUMA as follows:

The major problem of the associaution was the lack of a

warehouse where its members can deposit thoir fam pro-

duce wnil~ waiting for better priccs, Limited fancs

for merchandising activitics due to the small :.aount

granted by the ACCFA cripoled the FulCifA

the needs of its msmbers,

Loans for the FilOHAS teke comsicdarsile time to be proces-ed, to

be aporoved and %o be finally released to borrovicrs, Tablante (1955)
reported delsyed relcascs for their losns, Three-fourths of those
expericncing leve releases reported borrawins outsids, Almario (1971)
made a compfratiée study of thz length of time ACA, rural banlis end
private lenders noed te aporove g »olease  Lloans and founs that on the
average, it takss 5 days before aCA loans 21¢ ralessed Trom the dote

of applicatlion; ruresl banks, four; and private indivicuals, two days,

Rural banks, The orsenization, man~gement and control of the
rural banks, although far better than that of %he othor soveriment
agencies, has flaws neverthelecss, Datey (1970) describes these .weake

nesses as foilows:
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Most rural banks are family-owned and controlled, Thus,
competence of the management, depends enlirely on the
calibre of the family members. DMoreover, the familics
who run these rural banks usually have multifarious
business intercsts which prevent them from effectively
controlling their enterprises.

The weaknesses of the rural banking system arc reflected in the
operation yroblems of the Philimine Netional Cooperative Bank (PACB),
Dalisay (1965) enumcrated the key problems of the PHCH as follows: in-
adequate capital, the managers of the bank are technically incompetent,
lack of independence in decision-making and in the selection of the
bank staff wembers, anC not enough government sunnort,

Quintana (1966) cited anocher reason why small farm holders depend
on nrivate money lenders when he said that these borr.wers often wish
to avoid the red tape involved in berrowing irom rural bants. Limited
capital may also explain why the rural banking system has nob succ:slod

in really cuttine into the cradit share of the 1andlords, m:rchants and

middlemen,

Lack of Credit Facilities

The farmers' seeming prefercnce for landlords ahd private money
lenders m2y have also been caused by the lack of olternabive credit
sources in the rural arcas, Tablonte (1965) has underscorud the neod
for institutional sources of credit in the rural arcas in his analysis
of the agricultural credit problem in the Philiopincs. ¥alayo (1949)
however, qualified this need when he says that

There are already sufficient credit institutlicns pro-
viding possibilities to agriculture...Tenanls Ihougn
hardly have access to these croiit institutions which
require real or chattel mortgag:s. Such that tiaere
remains o need for the government to expend credit faci-

lities "thet will provide timely eredit ot the zrzes
root lavcls, B o
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Perhaps related to this is Tablante's opinion whi:ch runs as follows:
"The modern credit institutions are gquite remote from the type of socio-
economic organi-ation existing in the rursl arcas where the relationshijs
are personcl znd traditional rather than businsss-like, where written
records are rarcly kopt, woere trensactions wre gencrally sealed by oral
promiscs pased on trust ond hencsty rather than sophisticated or elabo-

rate lesal documentation,®

The Present Credit Structure: An Assessment

¢

it the 7th Agricultural Credit Conference not too long ago, the
nresent credit structur: in the country wes assessad as having®,.. all
of the basic princinlss neccessary in e gocd system of agricultural cre-
dit. Loans arc small, easily obteined at {requent intervals and requires
very little sceurity. However, this agricuiturel credit system, os it
operates today, has many uwriiesirable featurcs, on- of which is that
the farmer hes no ooportunity to sell his product to the highest m-rket
outlat,"

Takasnzshi (1971) sevys, "Landlords ruthlussly collasct debts out
of the tenant's chare of crops ....Thus, .he farmer-borrowers have only
one market curist which gives way to » zemi-monopoly mark.iing sy~ tem
with all of its disadvsnlagss (like low prices Lo groducers)."

The system also chains the small farmers bo the usurious orac-
tices of th: local privetc money lcndcrs; interest rates [rom those
sources are reported tc £o up Lo 50 or even further ug to 3C0 percent.,
Mears (1971) cemmented that "In recent ycaos, most of the millors and
traders may have Fuen able to borrow st interest retes of not over 14

percent but about half of ther faced higher ratss, scme in axcess of
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200 percent.!

Pamuceno (1968) ctates that "Farmers who borrow from private lender:
and landlords in Sta, Barbara, Pangasinan are charged more than 50 per-
cent intercst rate.”

De Guzman (1956) gives a more comprehensiwe review of interest
charges by private creditors who

se.Charge an average interest rate of about 55 percent
per arnum., Including those loans for which no interest
was charged, the average was still 28 percent, more
than twice the lcgal minimum., About 53 percent of the
loans granted by landlords hed no interest but 25 per-
cent had inbterest rates ranging from 20 to more than
30C percent per annum,  Onc fourth of the loans had
interest rates higher than 20 percent, The average
computed interest for 224 fully repeid loans,was 98
percent, ver arwum, CUne-third of thesc louns had 14
percent intercst; the rest were chargud with varying
rates rancing betwoeen 100 ~nd 300 percent oer annum,

The interest rotos imposed by ths privat: money-lenders are no
doubt higher than those imposed by the institutional sources of credit
which ranzed from eirht to twelve percent. Ganud (1959) optimistically
expzcts howsver, that with tne inecrease in the number of boaks, the
interest rotes charged by private money lencders will go dovn to a lesvel
approximetic c the moxdimum char+sed by banking institubtions,

The prozent eredit situation with the nen-institutional sources of
credit rompinins larscly if not totally unrcrulated 1-ads to ineffec-
tive use of credit, DBorrowers are wrone Lo use the loans [or consump-
tion rrineyr Lhan for productive servvices. In the Philipinos where
savinzs are ora tiexlly nil, farmers live a hund-to~mouth existence,
Juziilyine the aserbtion that thev borrow mainly for conswmilon pur-
0585,

.

Discussin: the dissisation of productiv: credit, Tablonte a.serts
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that
Unlike the commercial farm opurators of duveloped countrics
who use credit to finence productive endeavors, our farmers
have a tendency to usc borrowed tfunus for consumption pur-~
poses. A survey of vice frrmers in Nuova beija in 1958
reverled thot only 29 percent of the moncy borrcwed was
spent. for farm opcrations, while 71 percent. was used for
family living and houschold expenses.  about 95 percent of
all farmers in anobher study used their short-torm loan
proceeds for subsistonce, In anothor study, 68 percent of
loang incurred by FACCHMA membom went Tor livinrs cxuenses,
Muere (1965) adis that

Thirty pcrcent, of the loans was used for family living
expenses and 10 parcent for non-forminz purposcs,

There are also case studics showing that misa plication of loans
is prevalent in the country's agriculturnl s-chor, Viloria (1969)
revealed that about 21 porcent, of the agricul’wrnl leons granted by
credit institutions in Baliuam, Bylacan wes misapplied, i.e, used fop
paying shareloans, buying luxurics, donntions, ficstos snd otnur
soclal activitics, Similarly, a study of the small agriculiural loan
operations of thce DBP Cabanntuan City Branch (Gajsud, 1960) showed
that about 47 perceni of the borrowers included in this ressarch pro-
Ject misawplied either com.lsztely or practically the loans obtnined for
non-productive purnoses,

Hon-peymcnt of loans is partly caused by th2 non-ch=nclling of
extended credit to production,

The prssznt credit situation in the Philipnines appa-ently leaves
much rcom for improvement, And it is solely on the rovirnment, tne
rural bonkers and other institutions that may .iar: Lo pitch, in that

the "social function" of ecasin: the credit situr’ icn is Limposed,
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superviged Creddbs  n ANSWET

hs menbioned earlier in this review, the prescnt crodit. situation
in the country calls for raforms and/or adoption of new -nd desirable
credit policies. Sup:rvised credit has often been discu sed in this
connection. Supcrvised credit is defined s follews:

e..the crantinz of loans te o farner in an adenuate

amount,, "t the right timz wiaen it is neeled, coupled

with 2ppropriate techniesl assistance, It brinvs about

the granting of loans in staggered releases as the spe-
cific neesds sarise, with such releascs more often being

Nin kind" with “he utilization of purchass ordors, It

also implies that end-user berrowers mu t agres Lo abide
with technical recommendations that may be imposed on

them frol Hime te fime by quelificd production tochni-
ciens. ‘This systom is enforced not only befere and during
the grantine of a loan hut throusiou'. th: compl:te life

of tLhe loan. The practices it ombodics =rc usunlly pre-
sented in several chronolegical steps whicl: among othors,
irclude the careful snalysis of thz orojuct Lo be {intnced,
preporation of tie farm and ercdit plen including baw
feasibility of the project study, the sronoing of loous

to cnd-uscr borrower o Ler Jeteramining nie syrodit worthiness
of bLoth nrojucts and borrovers, pericdic en-tnu=srob inspec-
tion nand follow-ups by the ams cultural Lochinielans, eva-
luation of the projocis.

Tablonte (1965):

C

In a tuchnical sonsc, supsrvised acvriculburel cradit
refeps to » particular system of creait arovision which
integrates adequate erd timoly crdit with intenzive
supcrvizion in the form of oractical rerm end home
management guldznce provided oy rechnically wreined
nepsonn.l., Toru credit, the fapmor iz poovided the
capital to acquire needed rescurce for farm operstions,
and thru technical guidence, he is ~iven bhe know-now
to h:lp him bucome soundly astablished in a orefitable,
well~balanced system of farming.

(aoud (1969) definitely pointed oub thet supervioed credit has

positive cffwcts on lond and labor used, farm cunnut ond Crod yizld,

-4

arm businzss, rnd crudit practicss, In his study of 2¢ DLP farmzr-

borrowers for crop years 1963 to 1966, he {ound that: the average sisze

of farms slightly increased from eight huctar:s in ihe fipsh cron y2ur
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to 8.3 hcetarcs in the third year; the valus of the operator's total
farm capital steadily increased from 1963 to 1966 due mainly to the
acuuisition by farmeis of zdditional lend .nd othor assets; and only one
of the 26 farmer-borrowers misapnlied the losn granted him, Supervised
credit may 21so help minimize loan delinquaney, With properly regulated
loans, th2 chances [or dissipstion of productive credit is lesscned,

48 pointed out by Tablante (1945) lack of supervision is one of the

me jor fuctors which cause misaplication =nd poor rupiyment (Lthe other
one buing late releaszes). Gapud found that th: most imoorbant cause

of non-rzpayment of loans was the bLowrroucrs! preference to use theiv
incom.: for family livin: cxpenscs.,  He thoerafors, suprested that for
supervised credit to be eflzctive its purpos=s nust u: modifisd so as
tc include a reasontblc pertion of Lhe lozn for cunsumplion purposes,

The grins to be derived from supervised credit have prompted those
engagsd in crodit setivities to adopt it as an inbtearal part of their
loaning rrofrom. A Fow rurcl banks heve aiready beea {cllowing a super-
vised credit proiram covorin: integratosd milti-purpose proj:zets under-
taken by smell fariers vhe are preferscly bonafide mombers of agricul-
tural e.oparatives (Dotey, 1970),

Datey added tnet the mounting pressure on arriecuitural resources
to support a ruplily expanding populstion dictates the addiiion of more
rural banks to the e¢xisting choin thet shall ulbimsely blonket the
entire country with sufficiznt finsncinl faciliticzs.

In this regard, it is worthwhils bo metion suggustion {or
rural banks to establish mini-scencies within “he hub of btic horrowsrs!
aotivitics, This will facilitate proper erodit suoervision vl will

increase the repeyment capacity of the borrowcrs. Sacay (1962) said






ted that thoe Tunds now allocated for various price sunport scheomes in

the devilopin; countries of isia mny be movs productively uscd for

-

the Hromotion.and development of viable farmer cooncratives 6 for
orovidins additicnsl cepitnl for finzncial institutions serving the
a ricultural scctor.

Dionzlay (1968) surested that corodity loans by .Ca be extended
in the rom of fertilizer instead of c:sh to aveid misepplicotion of
loans., With Lhe present scarcity of capital, such policy may raduce
the zetual financial oullay of farmer durin- thoe {orming scason,

f vital force for the developmeni of the rural cconomy 1s the cre-
dit union, BSucay et 2l (1972) envision it as & mrjos institution for
rural develo wnent,  The cridit union, howcver, huas found itself in the
doldrums bocausce of insuificilency of op=ratine capital, The Sqcaya et
al paper sugszeste thet the ~overnment subsidize fon credit union and

Sive It some oowers to cpeave moncey for the surpose for which it is
Delorino (1949) rirhtly statod that & prosram of zenaral education
on the principlus and workings of coopercatives would go a long way in
promoting tiv: srowth of coopuratives, cspieislly when such is included
in whe curricula of all schools and collegis from elemantary to colle;e,
Through the prozram, the frrmeis can be made o undsrstand Lhc neces-
sity of prompt payment of thcir obligations so that they <an be scrved,
Crop insurance msy also pertly minimize the risks emaneting from

netural hazards and pricesfluctuation, thus reducing in a wa credit

cost,
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@%NTERNATIONAL TRADE

The Philippines' balance of payments has been almost always on the
deficit-end, Imports continue to bear heavily on export gains. From the
period 1950 to 1370, there were only two instances when exports exceeded
imports - in 1956 when exports were valued at $529.5 million (F.0.B.
vaiue) as against imports of $523,5 million, and in 1963 when exports
figures reached $727.1 million as against imports of $618,1 million
(Central Bank, 1971)e

The -lopsided state of Philippine foreigﬁxirade has brought to light
the weaknesses of the country's industrial and export sectors. More than
50 percent .of the Philippine industries are relatively import~dependent.

" This has serious .repercugsicns on the national economy as shown during
the years 1962 and 1970 (CRG, 1971) when devaluation drastically affected
various sectors of the economy,

The structure of Philippine exports, phich has been referred to as
colonial in character, has also been criticized for the unhealthy concen-
tration of export receipts in primany'products with limited markets such
as sugar, coconub, copper, abaca, tobacco, logs, and lurber, The Board
of Investments (BOI) underscores. this fact when it stated

.+sthat we have been selling traditional products to tradi-
tional markets has been an old complaint against our export
sectore .1t has been considened as & weakness because it is
a case of placing a few bets dn & few horses,

Based on Central Bank statistics, 42 percent of the country's

exports go to the United Statesy 39 percent to Japén. The depehdence



of the Philippines on too limited markets has caused serious disloca-
tions in the export sector, The country has nc choice but to share
the brunt of recessionc in the U.5. and Japan, This issue is rade
rore critical with the fortiicoming termination of the Laurel-Langley
Agreement in 1974,

Philippine international trade faces a number of problems, and
priority problem areas call for immediate action on the part of the
government, First, there may be a need to restructure Philippiﬁe eco-
nomy from one which is fundamentally dependent on agriculture anc re-
lated industries to one that will maximize and optimize the contri-
butions of the manufacturing sector to overall developrent, Second,
we have to take immediate steps to broaden the base of Philippine
foreign trade. Third, our country has to adopt sorme form of import
exchange controls to shore up our sagring foreign exchange reserves
to prop the economy into further develomment by maxinizing the use of
scarce forcigr excharngc reserves for economic ;rowth, and lastly,
the bLerrmination of the laurely-Largley Agreerent in 1974 will lead to
a crop of pronlems which may have sérious repercussions on our €COonony
unless we are prepared for the consequences (DCI, 1969).

The rovernrert has not been sparing in its efforts to solve these
problems. Bven prior to Presidential Proclamation to. 1081, measures
had been ecacted to change the composition of FPhilippine exports and
expand foreign trade markets, among others (Puvat, 1968), In 1971,
new production came to about 18 percent of the country's total exports,
This seems closc to the 20 to 25 percent share which BUL considers as
the ideal targe“ at present (CRC, 1971)., Locsin (1972) reports on

this as follovs:
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The government's encouragement of ventures in fields other
than the traditional is starting to be reflected in the
composition of the Philippines exports. Non-traditional
exports comprised about 22 percent of the total exports in
the first 11 months of 1971 compared to only 10.83 percent
for the whole of 1970, Government policies seek to stimu-
late exports of processed goods and discourage raw material
exports like logs. This accounts in part for the decline
in the share of total exports of traditional products.

The market for Philippine cxports may be expanded further, thus
widening the base of our foreign trade, by trading with socialist
countries, This, however, should be viewed along with a counter-
suggestion to adopt a market concentration policy, i.e. limiting ex-
portu to a few primary products to the U,S. market (Atmosfera, 1969).

The sugar industry in particular is expected to suffer most from
the forthcoming termirnation of the laurel-langley Agreement, ILedesma
(n.d.) expressed optimism that the Philippines can maintain its tra-
ditional sugar foothold in the U.3. market, Yet, others view the
termination of the Philippines' preferential trade agreement with the
U.S. as a means to pave the way for the more rapid entry of Philippine
products and crops into other export market, and also fer the ruch
awaited diversification of Philippine agriculture.

A number of measures have been implemented to correct the country's
trade imbalance. They take the form of import surchanges, subsides,
tax concessions, quantitative restrictions for non-essential consumer
and producer goods (the latter referring specifically to materials an
machinery for virtually over-crowed industries), selective credit or
adoption of a scale of priorities for the issuance of letters of

credit, etc, Whether these measures are effective in smoothing out

the country's balance of payments difficulties is still -under question,
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The limitations placed on this reviéw does not make.possible even
a historical description of foreign exchange controls so far utilized,
or even a superficial assessment of their individual impact on Philip-
pinc external trade. Studies on tariff are practically non-existcnt
except for one study which attempted to evolve a realistic measure
of effective rate of protcction offered by a given tariff s .ructure,
and showed that a negative protection occasior.ed by unrealistically
high tariff walls ., . . in effect penalizcs instcad of subsidizes in-
dustries (Fortez, 1968)., This study sugpests that to maximize effi-
cieray among import-competing industries, the tariff structure should
be so differentiated as to protect the relatively more efficient and

discourage the marginal or less efficient ones.

Traditioral Ixport Products

Of the total Philippine coconut production, about &4 percent is‘
exported in t he form of copra (47.20 percent) coccnut oil copra cake
(31.0 percent), dessicated coconut (6,2 percent) and coir and shell
charcoal (less than 0.5 percent), These bring approximatcly $210
million per year (Sison, 1970),

Abella (1967) reported that cxport of copra from 1920 to 1940
increased by (,85 percent anmally and by 1.45 percent between 1949
and 1965, From 1946, exports of coconut oil progressed by 13.80 per-
cent annually; those of dessicated coconut increased by 3.96 pereent
from 1952 to 1965, Ixports of copra meal tended to exhibit a rising
trend which progressed at the rate of 10,67 percent annually betwecn
1946 to 1965, Veeruthma (1967) reported that copra, dessicated coconut,

coconut oil and copra meal exports increased annually at the rate of
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13,11 and 97 percent, respectively, during the post-war period.

For the past year, cocormb ekports have beun subject to changing
price and product.ion levels, lately, they have suffered from record—
low priccs, provoked partly by coconut over-production, as in 1949.
During the tail-end of the 1960 the industry suffered set-backs in the
production sector. Reyes (1970) said Philippinc export tonnages dropped
frombetween 400,000 to 450,000 tons during the drought years 1967 and
1969, The world market during this per:od had no alternative but to
switch to the usc of other oils and fats. MNeverthcless, despite these
set-backs the cocorul still substantially boosts Philippine foreign
trade carnings., ‘hat it could not gain in priccs, it compensates in
volume, or vice—versa, CRC (1972) reportcd that carnings from coconut
oil and copra increased by 7 pureent and 43 pereent, regspoctively in
1971 despite a downward trend in world prices for the produsts. This
was made possible by the e xceptional coconut harvest for that year.

A significant changc in cocorut trade is the shift of emphasis
from copra to coconat, oil and dessicated coconut; and from the t ra-
ditional raw mtcrial cxports to processed and sci-processced.ones,

The demand for Philippine coconut producte in the worlé}?égfgmt
with a numbcer of constraints. One of tnem is the xistence of com—
peting fats and oils (Hamiro, 1970). Declining soap production prih—
cipaliy in the U.S. first posed a threat to the foreign trade demand
for coconut but was later found to have minor ¢ffcct on copra demand
because of mininal amount of coconut oil uscd in the manufacture of
goap (Caramancion, 1967), As the supply of oilseeds in the world
faces a diminuticn, Philippine copra is expectcd to pain a stronger

foothold in the world market, Abella (1967) concluded that the
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rising production of copra, coconut o2il, dessicatea coconut .nd copra
meal will not likelw glut the market, since FAO demand projections
allow for incre:scd consumption of all kinds of fats and oils to meet
the bigger demand arising from population expansion and elevation of
the standards of living,

The Philippinc copra faces commetition from that of Celcbes,
Sumatra, Hew Guineca, Bornco, Ceylon and India,

The forshcoming termination of the Lourcl-Langley Agrecment
which, among othcrs, provided for a progrossively declining duty-~free
quota for the Philippine coconut oil and for a graduclly increasing
proportion of thc duty imposed on dessicatcd coconut and copra meal
from countries othcr than the Philippincs in the U.S3. market crcates
new problems and challenges for the industry, By 1971, all the coco-~
nut oil c¢xports of the Philippincs to the U.,S. will be subject to a
one percent tariff or approximately $22 per ton, For a country that
depends to a large degree on the coconut industry, the tariff could

have severe consequences (Librero, 1971).

Sugar Exports. Macanagal ‘1962) listed two rain problems of the sugar

industry, namely: 1) the threat of the institution of a globzl sugar
system by the U.S. in her imports of the commodity; and 2) the ex-
piration of Lhe Laurel—Langley Trade Agreement in July, 1974, Either
of thetwc can bring about the abandoment of premium vprices for Philip-
pine sugar exports and consequently a substantiel reductiocn in our
foreign exchange carnings. Non-filling of the U.S., quota alonc, as
Philippinec experience has shown, ean result in 100-million dollar

losses than thrce years,
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In 1971 sugar regained its position as nunmbor one Philippine
export product. CRC (1972) attributed this to the hiked market price
for the cormodity and to volume increases. The increised price ﬁns
brought about by the reduced production of sugar beets in Pucrto Rico
and the increased demand in the U.S. resulting from the recovery of
its ceconomy. The price of sugar is expected to remain at high levels,
if not fﬁrther increase, with the unabated decline of hectarage

planted to sugar in Puerto Rico and the mainland (Unitcd States).

Abaca exports, Based on Central Bank statistics, abaca now only cXe

ports a mere 1,7 percent of its 1951 exports. For a product which had
once enjoyud a “virtual monopoly of the world fiber supply and had
consisteirtly heen the country's third top dolinr carncr" (kadrid, 1970),
these figures are saddening,

To rebabilitatc and develop the abaca industry, the Abaca.COrpo-
ration of the Philippines (ABACOKP) was set to operating in 1967,
ASACORP extends facility and comnodity loars to au.ca rarrers nd
assists in the industriclization program of the govurnment,  The
latter opens a potential alternativcimnrkct for ahac.., irdustriali-
zation means the establishment of paper fuctories which vso abeea
stems for raw materials in strategic production centers in the country,
Madrid commented that industrialization may just be the answer to the
rehabilitation of the abaca industry.

The National Cottage Industries Development Authority (1ACIDA)
works hand in hond with ABACORP in boosting the abaca industry. The
world market apparently welcomes Philippine handicrafts such that

expansion of the country's cottage industries is crdorscd,
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The market potentials of abaca processed goods then are decmed
most promising. The problems of the industry secm not to lie so rmch
on the entry of smthetio fioers but on the poor manaperent of abaca
farms as well as on the lack of production incentives Lo grovers, An
important faclor rny be the fact that export markets for .baca have
not been fully exploited.,

The Fiber Insncction Service of the Tepart.ent of Agrieulture and
latural lesources (FIS—DARP), now the Board of Piler Inspection Service
(R.A. 3099), did well in helpins formers increase their vicld, It pro-
vided farmers up-to-dabte price quotations and statistical information

on abuica production and marketing (Aposuol, 1965).

Copper exports. Ficks (19(2) bhad cxpected tint the extractive inputs

of the Philippines specifically copper, would cxpard its share faster
than any of the country!s traditional apriculiural cxvorts, anc it
did., In 1970, I'EC Cheirman Cerardo Sicat sald that among the local
industries, Philippine mining grew fastost at the amual rate of 21,1
percent. As of 1971, the massive eXpaisicon progrars of the coepper
industry are already becoming opcrational (CKC, 1972).

The gains in the production scctor appear reflected in the per=
formance of copper in external tradings. In 1969, bakl said that
copper shared 15.6 percent of the country's foreign cxchange carnings
by plowing in $133 million (F.u.3. valuc).

Production-wise, the copper induvstr;r kas been performing above
par, But value-wise, it has contributcd little to the soaring up of
the country's international rescrves., Gains in copper production are

being negnted by fluctuation in copper prices,
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In 1971 the industry earncd only as much dollirs as it earned in
1970-- at a level slightly below $200 million, CRC obscrved that con-
sidering that the country's exports increased by slijphtly more than
eight percent in 1971, the coppur industry carnot claim to have contri-
buted a cent bto this rate of increase, and attributed this to prices.
In 1970, the average price for the metal could he placed at 55 cents
per pound. This had been due to the relative glub in the world market,
partly occagsioned by the rccession in the LS. and the cefinite slow-
down of the Japanose econoiy.

Thus, it is difficult to nssess the prospects »f the Philippine
copner trade. It depends to‘a considerable extent on the world market si-
tuation which is at present bodng svayed leavily by c¢evelopronts in the
U.S. ané the Japancsc econory. It is quite cerbain thouph that the
mining industry as a wholc will continue to uxpand to its maximum
potential,

Forcst rroducts, Logs, lumber, plywood and vencer constitute the bulk

of Philippine cxworts, Together they sharcd 29,9 percent of the total
foreign earnings of the country in 1969 (DalR, 1972). logs and lumber
are the most potent dollar-earners. Plywood and vencer are just starting
to make a dent in the world market.

Tke income potential and growth of logs and lumber torpt observers
to view foreipn exehange carnings from these sourcee witl much optimism,
Barkerg al (1971) placca the growth rate of lop exports between 19585 and
1965 at 11.5 percent, Areviewof available litercture on the Pritippine
foreign trade, specifically that concerning logs and lwaber, however,
cantivns us to regard it with wixe! feelings. Philippine logs and lumber
‘are too dependent on the Japanuse market, sceondarily on Talan's and

v

South Korea's and indircctly on the U.S. markct. The impact of these
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market limitations was deronscrated in 1970, In 1971, the Centor of
Fescarch and Corpunication renorted thnt earnings from logs and lumber
took a drop of almost H60 millisn or a decrease of some 22 percent,
This was duc to the depressed Japanese market., Clearly, the fate of
the countrr's lop exports is rob totally wibioin the control of the
local woodren.

The rampant sruggling of lops from the count>y, resulting in the
uncontrolled denudation of Philinpine forests, sheuld also 'w auly con-
sidered in assessing the prospect of Lops crd Jumbor cxports, As limeliec
carlicr, it is bettoer to appreisce the potential foreisn exclunpe carnings
from logs and lunher, plywood ~n~d veneer with on equal dosc L rasimisn
and optimism. Tor logs anc lunber, the fubture world trade is roather un-
stable, as is truc probably for #11 primsry oxport produchts. b for
Philippine plywood and vencer, thc reversc scens to hold Lruc with the
demand structure of advanced countries, 'Thi Presicenzicl Committee on
Vlood Industries Develovrent (1972) rendrted that wood processity; is
clearly preferable 4o log cxporting from the stiodpoint of yreator ins
come and emplovrant opportunities attuchud_to the former achtivity. At
prescnt, the Philippines exports wood raw materinls to Tudwan and South
Korca for processing into ply..od for re-export to U.S., and imports
Indoncsiam lops for processin; and c¢ventually, for ré-cxport to the
world market,

‘The Philippincs could have don: better with the nucessary motiva—
tion. There are eurrently no sufficient incenbives to the processing
of wood in the country. PCUID said that presert policiuvs make it diffi-
culd for the wood iudustry "to scecurc the forcigrn cxeharige it nceas to
replenish neeessary operational supplics, maclinery ond couipment, A,

the seven pereent sales tax irposcd on logs, ivmber and oulier fah producs
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institutions for activities related to high quality ciger filler and
wrapper leaf tobaceco production, processing and markcting; and

3) increase the tobucco inspcction fee from the pre~war ratc of
V0.005.pur File to P0.01 to help fund inspection, quality control

activitics and expori trade pronotions,

Potential Ixport Products

Fruits and vegebables., The Department of Trade ond Tourism said

that Philippine e¢xportation of fruits and vegstables in proscrved
form is already lucrative but there is still mch tht can be achicved
in terms of forcign oxchange carnings. The country's cxports of pro-
cessed fruits and vopetables are expected to inercase considerably
withir the next five to ton years as local producers realize their
plan to integrate fruits and vegetablis procossing opurations ond to
expendé thelir plintation and factor facilitics,

1. Pineapplc. From 1949-1966, canncd pincapple rarked cighthin
the list of top Philippine cxports., This was accountzd for primarily
by the Philippire Packing Corporation. Yith the cntry of Dole (Phils,)
inc,, in 1965, carned pineapple would probably assums o rreater role
in Philippine cxport trade, As of 1369, it was fift! in Dakil's list
top Philippine dollar carncrs., It contributcd $17 million (F.0.3.
value) to the country's forcign axchange coffers in that ysar.

2, Dansaae. A cousistent dollar carncr tor the Philippines has
be¢en the banara fruit, which has found substintial markcts in such
countries as Japan, the United States, and other courtrius where tro-
pical fruits are highly in demand. its porential ws o luerative

export. product has been recognized by botl locol and forcipn
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capitalists, such that there is no lack of capital for the industry.
Today there are a number of barana plantations in the country, Lhe
larger oncs of which are located in kMindanao. From an initial com-
mercial shipment of 140 mrtric tons of the fruit mnde to Japan in

1960 (Dangilan, 1961), the country has.made large sctricdes in export
capacity; during crop year 1970-1971, the Fhilippincs cxported a total
of 244,700 retric tons of the fruit, with an aggregate value of 13,5
rillion dollar: = & big jump fron the previous crop ycar's exports of
£2,000 metric tons. It is expectued that the Philippine banana cxports
will reach 2,26 million metric tons in 1975 (DaMk, 1971).

The Philippines intends to further cevelop the bannna industry
into its fullest potential and has accordingly movid to protect it,
One of its recent moves was the institution of quotas for the diffcrent
banana plantations now in opuration, the muotas lviscd on producvive
capacity and other factors, This is interded to provint a glut in
the banana market, thus preventing drastic fluctuction in prices.

3. BMango. Likc the banana, the mango fruit is a potonbinl
dollar-earner for the country. Philippine ranpocs are highly accep=
table as oxport fruit products in other countrics., Janan, hongkong,

the United States and others are among the target markcts for mango,

Fishery nroducts. Fishery procducts would probably altcr the com-

position of top Philippine ¢xports in the near future, ‘The FPhilippine
Fisherics Commission (now the Bureau of Fisherics) is pursuing the
aggressive developrent of marine fishing as well as the cxpansien of

foreign markcts for shrimp, capis and other seashells,
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In 1967, the Philippines started markcting fish products abroad.
Tha fish exports amounted to P1.8 million as report:d by the DANR,

Japan is a potenticl market for Philippirnc shrinp. The Philip-
pine ¥ing prawn or "surpo" is considercd as one of the nost palatable

prawns in Japan,

fil
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