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I. INTRODUCTION 

The general terms of reference and scope of work for this study and 
report are included in the accompanying memorandum to the writer 
from Dr. Frank W. Sheppard. 

The report is the result of serious effort by many people, parti­
cularly those in the National Grains Authority, the National Council 
of Food and Agriculture and the Eureau of Agricultural Economics,
Department of Agriculture, who worked closely with the consultant 
throughout the course of the study. 

The writer is indebted to the National Grains Authority for the 
exceptional cooperation and support provided by everyone concerned, 
from Admnstrritor Jesus T. Tanchanco to the secretarial astaff. 
The extra effort provided by Deputy Administrator Robert E. Fronda, 
Director Franr;isco L. Tua and Miss I ucila G. Siwa is especially 
appreciated. 

I1. SETTING FOR GRiAIN MANAGEMENT IN THE NEW SOCIETY 

Several key (ctoro affecting Philippini grain managemnt in theNew 
lociety neW to b co mld. The experi nco of coping with the 

at.re ric* ,hortars last fall have created renewed awarness of 
the importaw of gain management. includng corn and wheat 
pro cts * wvU a@ ric*. Tho sharp rise in prices of petroleum (vls
ad nitro ow tortliser* ho twreed grain productoni coot* sat­
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to seasonal changes in relative prices, as well as the dramatic 
shift at the peak of the rice crisis in September, 19731/ Still 
the total volume demand for food grains continues to grow at a 
pace at least equal to the country's rate of population growth. 

The long-term upward trend in total domestic rice and corn product­
ion barely has been able to keep up with the increasing household 
requirements. Averige annual imports of rice, corn and wheat have 
had to be increased slightly Over the past 20 years. The current 
all-out efforts to close the production gap are hampered by tight 
supplies of critical farm inputs, particularly fertilizers. 

Seasonal harvesting patterns are significant to grain management 
policies and Frograms. Harvest of the main rice crop peaks in 
November, with about 50 percent of national production harvested 
in the October-Doc ember period. Another 28 percent of total 
production coa.es in April-May with the peak harvest of the dry 
season crop. The remaining harvest zmes throughout the year
with no morA than 5 percent of total annual production coming 
in any of the other months. The months of tight rice supplies 
aro July, August and September prior to harvest of the main 
crop. The peak corn harvest starts in August-6eptember when most 
neded to supplement r"ce supplies. 

B. hogjgn | IsittjronMU in P~tt#Lrn 
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Regional Consumption ratterns for Major Food Crops. M.Z. V. de lot, 
Angeles, E 	= al. Marketing Pesearch Unit Pamphlet 73-21. Novenber 

1973. NEFAC, DANR, 	 Quezon City 

CEREALS 

AVERAGE 	FOPTABLE I. 	 CEREALS" ANNUAL PER CAPITA USE BY REGION, 
4 SURVEYS EACH COVERING A :-"TEEK PERIOD, 4, 011 FAMILIES, 
PHIL IPPINES (Oct. -Nov. 1970 May-June 1971; Aug. -Sept. 

1972: Feb. -IV'ar. :973 

P ice and 	 Corn and 
corn WheatFegion 	 Number of rice 

fanilies. products vroducts Products Total 

Kilos per capita per year 

152.7N. tuzon 	 341 117.0 16.3 19. d 
2.1 	 27.6 156.1C. 	 Luzon 549 126.4 

835 106.5 0.7 21.1 228.3S. Iuzon* 

ricoi 332 113.3 2.8 21.5 0.37.6
 

E. Visayae 	 297 1O.' 25,6 14.9 !50. 6 

345 43.2 88.2 16.0 147.1C. 	 Visaya 
15.4 	 11.6.9W. Visayu .64 113.3 10.2 

N. & E. MinAmn 	 300 69.5 !1.8 20.7 i52.0 
146.7S.& E. Mindana 329 90.2 35.0 21.5 

. & W. Wianao 219 $7.. 37.6 21.7 16.4 

PhiIppim 4,o011 103.8 20.7 19.7 ,44.3 

Include Greater Manlla *rea. 
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Corn and corn products make up less than 1 percent in Southern Luzon 
(including Manila) but over 60 percent in Central Visayas and about
 
25 percent in the three Mindanao regions. Compared to those for
 
rice and corn, the utilization of wheat products is relatively uniform
 
over the country. 

The relative importance of rice and corn proluction varies fror 
region to region in a pattern similar to that of household utilization
 
of the two grains. Corn production is relatively most important
 
in Central Visayas and in the Mindanao regions.
 

Rice production-utilization balances vary sharply between regions

of the country. The major deficit regior, of course, is Manila '.nd Suburbs.
 
Motropolit;:n Manila, CXntril I uzo, -nd the South.rn Tagalog Rcgion account for 
nearly 90 percent of net regional average annual rice in shipments. 
The major rice surplus producing regions are Cagayan Valley and 
flocos Region. Net annual bJa nces of rice vary between provinces 
within the regions and normally require intra-regional shipments
 
in volumes substantially greater than total inter-regional
 
shipmentb.
 

rurther differerces amon the rogions occur in seasonal harvesting 
pitterns. Tho two seasonal peak harvests occur in all regions 
except Cagayan Valley. where the harvest is relatively constant 
througlout the year except for the June-July drop off. The dry 
season harvest I* more importunt thAn the wet season harvest 
only in the Soutlern roglon. (lasturn Vitlyas and tho Mlndanao 
le-ions). The wet oeson harvoot jIeks about ow month varlior in 
the southern rogions than in t hf-v i t north. Tho seasonal p@Ao 
in harvest patter. con ho vxpoctod to levvl out som.t-wat i, all of 
the ares woro a4ditioWa wat.r ontral and irrigation prograsm are 
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controlled by landlords is reduced correspondingly, a smaller portion 
of total production will flow through commercial channels, even at 
the local level. Production ior home use will increase in relative
 

importance. The more successful the quedan system of warehouse
 

receipt and other programs to separate production credit decisions
 

from marketing decisions, the greater these impacts will be. 

As these shifts take place, the need for the functions now performed 

by the small "kiskisan" mills will increase in relative importance. It 

is probable that more even smaller mills will be needed so that the 

rice and corn for the farmers family can be milled on .1custom basis 
at the locA level. Bonded public warehouse storage probably will be 

needed at these points also, perhaps some with capacities as small 

as 500 cavans. 

This trend poses a great challenge to the marketing system for needed 

services by the increasing number of small subsistence grain farmers. 
Technology and management must be packaged in tiny units which can 

minimize waste and loss and obtain high milling efficiency. 1any of 

the components are available, but as yet are not packaged into viable 
marketing systems built around the small custom mill. To serve 
this kind of system the little mills need to be able to produce high 
quality brown rice for injection into an efficient marketing system 

for what surplus grain the farmor hasas well as produce high quality 
polished rice for his family needs. It is probable that these local 

marketing functions may need to be combined with comparable local 
storage and distribution channels for fertilizers and other farm inputs 
throh a system of local farm service centerm. 

The implications for grAin buf for stock acquisition progtram to 
support price stabiliuation policies ae equally challenging. As Agrarian
Ieform targets are reached, this system will need to have the abiUty. 

either directly or by arranpment with the private marketing system, 
to assemble ora&" efficietly from, thoubvtd 0~( .w'I arait contort 
throughout the CA"14try, fi't loo (of Miny af OW~ -'00' It Will 
OA to h4wv tW -4hityif tin'. 4 jibtr,.s to 4ittrfimto OrAiny 
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IInD, WW l~mt ~tw&MI011m O @Mimnk faryop 



-7­

cooperative program provided under Presidential Decree No. 175 
already is becoming a major influence in the grain industry. Based 
in the foundation of barrio associations of small producers (Samahang 
Nayon), and under the leadership of the Department of local Govern­
ment and Community Development through its [ureau of Cooperative 
Development, marketing cooperatives are being organized where and 
when the cooperative development can support them. The range of 
marketing services to small producers through their barrio associa­
tions and the range of functions performed in the marketing system
 
is being tailored to farmers' needs and commercial opportunities in
 
each area. Forward market integration through the national coop­
erative conferation and consumer cooperative outlets already is
 
operational on a pilot basis. 

Close working arrangements bttwecn the coop,_-rative system and the 
.price stabilization program of t he National Grains- Authority is fully 

intended. rresidential Decree No. 175 provide-, in Section 56 that 
any of the privileges to be given cooperatives i.,: 

i ara! where apprepriate coox-ratives exist, the 
preferential riht to 'upply ri(, , corn and other grain,, 
fish arid other arine prodw t,,, S,'at, eggs, milk, 
vegetabhAe , tobacco and oth,,i a'ri ultural commoditiea 
produced by n, rnhor,, of t i, o,,peratiw,e .-oncei nud to 
state ap(encle.'; *dmlrit, i11): pr.l( -lta hllt tioii programs." 

LikewWib.e, /i'i.,,ode i ), - I ciit'at in1 tho Nat ional Grainsla] I).( . 

Authority |rov ,d..inSo( tion Ai (3) that the Aiithorty "shall 
givo pruft,rrm, to pioduc eri. coopv~rat wvt in t e procurement 
of graint o,,,.i, to prIott, the dev,' lop-'rit of ,oorxeratives in the 
country. 

Thw cr O r.i .tii e o, .srO.0 V'4tit t Mj 01'i4ll4Ztionts iO ntonded also. 
Prvodott 141 !,. r,,- No. 4 mn Su4 t son '1, (t) providas that on* of the 
prifmary tat,tyr ofmrioklhtle,Nat14Al (rain-, Auth )rity si to ­

" Ma ortA Otah,divjLse s of 0tv , Lottsy itsto r :,ugsopi or 
dlotr te -,%tl prtim,,11 tt ||O [piiij- t, -I ,ult (of t t I ratgnintod
dir| t o e.t,it, t h..f, hst r I 4 S C Itst to r.nuzt efAll, c IO$ 

4 do# r-tc Ia 
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The intended coordination between the program of cooperative develop­

ment and the grain management price stabilization program is being 

carried out. A memorandum of understandingBr this 	purpose has 

been executed between the National Grains Authority 	and the Department 

of 	Local Government and Community Development. 

As the cooperative program progresses, it can be expected to become 

important factor in the national grain management program.a more 
It 	can be an increasingly important avenue for carrying out many of 

the specific grain management functions of NGA provided in Presi­

dential Decree No. 4 including ­

.	 Procurement of stabilization stocks; 

. Distribution of grains from stabilizaticn stocks when 

commercial supplies are short; 

a 	Promotion of contractual and other organized inter­
relationships among components of the grain industry; 

0 Introduction of improved harvesting, threshing, storage, 

milling, packaging and post-harvest handling of grain; 

* 	Introduction of improved grai- czansport and disLribution 
systems; 

0 	Development of a crop insurance program for producers; 

and grain# 	Implamentation of btandard weights and measures 
grades; 

* 	Implementation of the quedan system for negotiable grain 
warehouse receipts. 

E. tatus-of Ba-vic Informaton LO Support Grain Policies 

The kindG of basic informatioi n,'d to support grain management and 
stabilizatiou polu w', may bv ,rouped into four categories: 

1. 	 Crol" production and supply informatior; 
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2. Consumers demand information; 

3. IViarketing system information; 

4. Market prices, flows and stocks. 

The more accurate, detailed and timely the information in all foLj.
categories, the more effective the national grain management and
 
stabilization can be.
 

Rapid strides have been made in asscrnbling, summarizing, analyzing
and transmitting the needed basic information in the four categories.
However, much is yet to be done in institutionalizing standard
 
management information systems. The development and use of

improved information systems deserves continued high priority.
 

Production Information 

The needed crop production and supply information includes: 

1. 	 Details on current production costs, including availability
and utilization of production inputs and services; 

2. Crop intentions and plantings, status of growing crops,
anticipated and realized yields, rates of harvest and 
disposition by farmers; 

3. Production prospects, reserve stocks and available supplies 
in international trade on a world-wide basis. 

The information on domestic production is needed on a provincial basis.
That on international production and supplies is needed by key importing
and exporting countries. In both cases the information needs to include 
rice, corn, wheat and other grrairs. 

Perhaps the production information is the most nearly systematized
of any of the categories needed to support grain management.
Various agencies of the Department of Agriculture are generating
timely reports of components of the needed information. This isparticularly true of the Bureau of Agricultural Economics and the 



National Food and Agriculture Council. Both of these agencies are
in direct regular contact with grain managment plannoe in the 

National Grains Authority. The dynamics of current agricultural
production: an 	 urw.Jthe inlcreaing for more detaied hdormation 

combine to maket the job of maintainng an admiuate production 
informatio system more and more chalerng. 

gonrn~r Dema1 nd Information 

The basic information needed on consumer demand lnckudes the obort 
run expectation of the volume of consumer demand for rice, corn 
and wheat products by locations. This anticipated consumer denud 
is affected by the dynamics of population, income, relative prices 
and tast, preferences. 

1. 	Key population factors include growth rates, chanWe in 
demonraphic characteristics ad migration patterns. 

2. 	Income factors affecting coasumer demand include rates 
of growth and changes in distribution of real income, as 
well as the income elasticities of demand for the idi­
vidual food grain and food in product as a grv . 

3. 	 The relative price factors include the anticipated levoes of 
food grain prices relative to those of other commoditis and 
relative to one another, as well as the direct and cross 
price elasticities of demand for the commodities involved. 

4. 	Taste preference pattorns vary significantly by region end 
may be subject to change by changes in a patterns, employ­
ment patterns, migration. etc., as well as by direct 
programs to influence them. 

The basic information needeJ for 411 four factors affecting demand 
inclu e accurate current status information and Informtion neved 
to develop demand coeffic Ients for pre) octio purp!ooe. 

Increasingly timely and accurate information on current hoeoehoM 
utiusation pattern, is being devop*d by the Marketing Research 
Unit of the National Food and Agriculture Council as witnweed 



004@ wC&O4w t I 

* lo .1 i*4 ~#- ****4w#*x.*WW f"k 

gwo to~ *f4 "Wi 4sW4o 4k* 

~~~*W* 41 40OW t'* ~E~j. 

W~44&Ci **4 ** 

V* 

~~4*40 

*40*4 (a) 

A~~j ) 

,wit 

$1 ** t -*Fe4 Nm~~of ' 

'WTITo
 



. *wm *#w *~iw* X4 

oWA#W^" 4w 4%* oo 0004I40 

4** 4*~ 

4w4 *4 #ssi,*~'AN +I#, flw14* "Coo 'i~ 

# P~! $ 04 ~4 



4*14# .4W4R 4 *t444.Ao 1*.0ph ka.a s.#;£q 

4w44*4*W %* ,srsa+.444*" *s i 8
 



0# *A*dv4ww"* o* w - .aie 0W0 

.d a*n4 ivwou$#-,pw4 '4 -004 

*"0n j*t4t 444* fl 4W.W4-jA 

4Z *WK* 4*-*#ld *4**$44r *1 $A#1* 4 ** 

444441'4*4I49k*~ s~hW~*.R04*E444* '41,4* 

*kt*S** 'I 441 '*1 * 4P** 4W ** g*Wo W 

4~*P**i** **$l"w*4. 4*W4' 4444 44 *$mt-m 



'a" 4No, * *4 4~4IS **#VOW' O~ jI**#*~i 

~ d~W~4R ~*4*4 4*44404 T.44 41 t4 

OltW~*w4 4 -A* +0#44 9­

*ia 'W444& AUW~r#*44, 00 .4 ~ w4,~.44404f**4W Aw.4 &'.*'4 4.* 

4vvt 0 4 ** 44+0%0j A"*# W4&4' 444.*~ 44w #f+.~$4t' ~4 4~~ 

~*I*4~ ~ w4*W*#** 04+"14* 44"140441 ** 

4i ~~~~~ 04 -4#lw £+ k*) 



0 im4W 

It - -*d"4#*4t wo 4*40 ~ 

to*.44#*04 a 4o pw- * W*o 

#hm&d PWu. A* h It 

#Opog 4W~*j 

* *~ e. 4 *"~f *ow -0t 

~ 4 ~&4~i4w*460 *#*** sow~u 

o; .404~**WI' w - glo 444w*q 4 

* *.* 0444~~ * 


0&4i9100 4 4 9 -*Vol
 

f4 *** 4's W I, 

*4*Wt-t.4144 

Pk *9W- #%~If* ~~ ~~ 444.''W 

~~~*~~01* 4 ~~*$ ~40OW4I$4YAW 

~Rt***~# $4 ~ +%4 oi OW.44q6+*;~I 4 4HIi44. 

6$j4 ~MOO 4#*4 *o-kv "" *4*W$ 



O*.40I*4W0 m 40IA*q * i * UWTi 

'1404 tWM1t4i14 



1~be #d4t effift* * 

"0 Am "4 0** 004~ 



Ii~mtto*COW* o *~*wA wwbI'ODWV4 tWM# t4*Ot 

~ ~64 

~~Olt,.1*4t 
*Of*mw40 *£%%f4~ t*t'4*4w to~ "F w 

*w*ow4 AII ~4~~#wk* 

II-o ko A~ottA 
00,4 4A44JO* **W Ow r10) 



i&W osewim m 0*4 a oi1W04 f~w44dWof 

to**W ta" t4*ki"4 40 opoowo~ 

pd.adilo 

#be 

fwad-o 0 Wp W&Ao P*L 

#4.*4, Of*~ tlWAW 

.sw 

40eto *e 

104 W4-*A i.mw* t. I* **o 



iqsu As 0* cwvv4 JAW mv SA@ ON0 pt& tom ot Irk* OW 
61, M Pwtr too W Pio~ lwfloit 4ofCmCw~ 

w4 av~m c *wci4 fwt "TflVU &i4o "40 00Ai 

htl44 v 4V" 4 O fi~iltv-4 t~ 4yvvtwCW
 

T*0Apab io fto". atf Nne 40@ V"i 'r
uo~l *t* 

16 ow Mo* *0404 1**.u'(.A * 10 q*s a.... byotoot 

16 fAW tow fW14fels JW -I IPO & 

'wAA* *tw.*faM %o-4Iy# i 



National Grains Authority have taken longer to get operational than 

the ottir two ma)or ctivltw$s, and to date little impact has been 

m.'h. liciL. ar4t pl ,n Are clhar and the immediate challenge is to 

imploravit the program. 

Thobtatv d d,:( I.AtlIU oA poit y 15 defirfitC, "It h.11l be the policy 

of tho Nitj onAl t ii = ! uthorst y to pi omote the itltcgrated growth 

oI tlbQ graint ,-L.,utry t i t cO,c 13 nd othtr gra'ni) bo that it 

rIt It 4 onbclovi f It:, 6ocialUt 101 IC410 4344uatcly f UIK t IM I=Ab a 

o . ros suastblht irt arid t apabl providin~g a'%te .sbl contnuous 

c€tro)l 11), tOthg Atio and ot contvibuting its protpr share to the 

rwmwl act txns/'. Tho stated Ob)cctivvs with reapect to industry 

. To uprA.- It" 4Vd 0np axlftlnR grains facilities and encourage 

thio cotthtmnt of rw [a*ciltsts. 

in the grain$0 	 To 4svv1t-q, a mre raw xan4bl efufctive manpower 
o"JO, t ry, 

To to-n4i-, tho -a tivitioa o! tho varsous componwnts of the. 

ituisgi Isivestnrnts in the grains industry;.	 To 1 mWaat lat at4 0tu 

.	 Its - e a ustw a ay be nocewuary for t . integrateda4, .th.r 
growthi lvvlopmcnt of tw industry' , (NG(A I roeram, '74-'75, 

In Cv4W# 10o ot 1,10" Ct tk~h* ,t01'TteCAItr ot t 11464 OI)Ic t Iveas, the 

Nt4GA hA. e 4cvolilm, d .rAfvao,,Attd A Itat = nal ,.yatam of* =ly 


roaotit) tA "if M Is$ 6'rat#.* Z:0 .VS1 0 4 a ft ar U t dc ru'ib t I 
 t L. 	 the 

t#" 0*t1h y " " 'dS-'IiI ti=tt.si vc est pinc tit i i on. thu ( arm through 

tohees *ec *VAS~ci ymiciaoutMi 1' tuto: lt* x, jwivon t-f*-c(sc focus
 
~1 1~ -.. 441) ds yinag. 11) fuitbnll) 4 (S) storag
I ? 	 c~oi~.~~tI(44c (1I) t hs,4. 

T~wt~ ~to)1c -- joill i ttil to Attsbt I ho 3gbdu~.tty ttu Acquirv and 
tj*i -Jovu4sI a*( aI a .usl r-ot t mt. thwe psaovirw sal e .tit uru will be used 

to **o ttC.e. 	 ar ftrot handlrn to acquire1- r4trber aw ctso tab.t ,4 



-23 ­

and use the improved facilities ,and s.: The centers also cansystems. 
be used to support grain procurement and price stabilization operations. 
The priority grain service cente'Psare planned to'be operational next 
fiscal year, 1974-75. 

Regional Grains Service Centers are planned in the following 
provinces: 

• 	 Nueva Ecija 
• Iloilo 

IIsabela 
* 	Camarines Sur 

MMindoro Oriental 
. Leyte 
* 	 Pangasinan 
* 	Cotabato 

Provincial Service Centers are planned on the basis of first priority 

and second priority as follows: 

First Priority 

. Cagayan 

SKalinga-Apayao 

* 	Nueva Viscaya 


M
Mindoro Occ. 
* 	Quezon 

* 	Albay 
* Camarines Norte 
. Antique 
& Capiz 
. Aklan 
.	 Bohol 
* Ianao del Sur 
. Samar 
• Negros Or. 
. Surigao del Sur 
* 	South Cotabato 
• 	 Agusan del Sur 
0 	 Misamis Or. 

M Occ.Mis. 

Second Priority 

. Abra
 

. Ilocos Sur
 

. La Union
 

. Cavite 
. Caianduanes 

. Sorsogon 
* Negros Occ. 
. Cebu 
. Eastern Samar 
. Northern Samar 
. Southern Leyte 
. Western Samar 
. Zambo. delNorte 

Zambo.del Sur 
. Camiguin 
. Surigao del Norte 
. Davao del Norte 
. Davao del Sur 
.	 Davao Or. 

LLaguna
 
Ilocos Norte
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The exact priority among the 8 Regional Centers and 51 Provincial 
Centers has not been announced; nor has the storage and milling 
capacity at eah point. The service centers will be coordim ted with 
the cooperative development program, so that priority will be givento areas where ire&marketing cooperatives are operating and planned 

in the immediate future. 

The training programs will be time-phased with the construction of 
each center. Meeting rooms, grading and milling laboratories, visual 
and other teaching aids will be included in the facilities. Course 
outlines, instructional methods, handouts; instructional staff and 
other details will be developed to time with opening of the centers. 
Every effort will be made to solicit the active participation and support 
of equipment manufacturers and other -private industry representatives 
as well as the formal participation of financing institutions and 
public agencies. 

The NGA staff in the regions and provinces will be trained to develop 
budgets and make feasibility analyses for investors and operators 
i"terceted in moderning their operations or entering the industry. They 
will help their obtain assistance in financing, and will conduct training 
for their employees. Existing research and training centers such as 
the University of the Philippines, Los Banos, the International Rice 
Research Institute and the United Nations Development Program 
research and training center will be utilized. 

In ordet. tu help with the financing of construction o - the centers, plans 
are being made to obtain access to the outstanding loan by the Inter­
national Bank for Reconstruction and Development for modernizing 
Philippine grain conditioning, storage and milling facilities. In pre­
paration for doing so, Presidential Letter of Instruction No. 185 has 
recently been executed (May 13, 1974). The Letter of Instruction makes 
it clear that the National Government assume responsibility for any 
outstanding obligations of the defunct Kice and Corn Administration 
in connection with the existing "Butler" up-country warehouses. It 
assigns ownership of existing facilities to the NGA and instructs the 
Development Bank of the Philippines to make IBRD funds, as well as 
its own funds available to the NGA, private corporations and individuals 
to help finance improvements in grain facilities, either existing or new. 

4 1 
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growing conditions, probable harvests, etc. by region and for the 
nation as a whole. Some snak changes in the crop surveys of the 
Bureau of Aicultural Economics would be most helpful. An example 
Is the inclusion of up-dated summer crop planting intentions in the 
Jm survey. More current information on monthly harvesting and 
marketing rates also would be helpfu. 

Because of the sixe and structuring of the farm samrple imposed by 
begt and staff Umitations, lee information is nvailable by province 
and oub-province areas. Since the more detailed geographic breakdown 
of production estimatse can be approximated from available benchmark 
data for the smaller umts and the current estimates for the aggregated 
areas, the costs of generating more detailed esti/ates cannot be 
Justified for this purpose alone. 

The writer has not had the chance to work with the available current 
information on farm pro4.ct/on costs needed to periodically adjust 
tarm price suppor levels. It would heve been desirable under current 
conditione of ueslq farm input costs to base the support prices on a 
weighted index ol'key farm inputs prices rather than to manually 
adj it the support prices when changing conditions bring them out of 
Uw with producdon costs and prevailing market prices. At least 
such an ndax could be developed and oy-tematised for routine reporting 
to polymakers In order to facilitate decisions regarding if, when 
and how much price support levels may need to be adjusted. 

LoWer run proections of production levels and patterns also are 
needed to support the more basic price policy decisions (such as No. 1 
aM No. 2 in the hierarchy discussed above). These can be developed 
by &pt4ykw recent historical trems in plantings and yields to the 
oklipatsod rsult. of land .rd water resource dev0,opment prograi-s; 
or they can be developed by more complicated formulas reflecting the 
Mtiipated impcts of current prograns to increase farm production. 
The latter method is potentially more accurate but has a strong tendency 
to overstate the Increased production actually to be achieved. Often a 
Combination of both methds Ismost aftetive. 

D. Inf on Prolected Coneumoton Patternatton ad Reposes to 

Two bak approaches. a" be wed to devlop current entin ates of house­
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hold consumption estimates than for those on a regional or provincial 
basis. 

The other approach is to develop current household utilization rates 
fron sample survey data such as those quoted from the National Food 
and Agriculture Council reports in Section II. These can be converted 
to population estimates in the sar-e manner as the Bureau of Agricul­
tural iconomics production estimates. The approach is more useful for
developing household utilization rates on . seasonal basis. It appears
that current consumption data based on this approach would be much 
more useful to the NGA planners, especially if the sample for the 
NFAC oanel is expanded to 10, 000 households as intenled. The longer 
range household utilization projections, as well as the estimates needed 
to check simulated changes in relative prices need to be given more
attention to make then sufficiently accurate for reflecting the signi­
ficant differences between p.:ovinces and between regions (see
Section II-E). The den and research work at the Bureau of Agricultural
Economics with technical support frorr Project Adam consultants
 

--provides a good base for development 
Df the structural coefficients 
needed for the longer run projections. The supporting research by the
Univ2 sity of the Philippines Technical Assistance Group to the Bicol
River Basin provides additional basis for expanded efforts in this area. 

E. ilnforn-x-ition onMarketing Channels, iith Capacities and Flow Patterns 
by Function in the YVarketinp' System 

As indicated in Section I, this kind of information on the grain marketing 
system is a weak link in the available information to support price policy
decisions. The data originating from the industry registrations by the
NGA can be helpful if used cautiously. However, these data must be 
supplemented by information gathered from other sources, including
sample surveys. The recent experience of the Bicol River Basin Council 
with grraduate student support from the East ""estCenter in Honolulu
provides uidelines for assembling and analyzing such information. The
agribusines, task force from the Council will be conducting the final 
analysis and incorporating it into a transportation-storage-processing 
computer model during June, 1972. It is recommended that the National
Grains Authority designate two key people who can profit most from 
the first hand experience to work closely with the task force during
this period. This should give them sufficient knowledge of the procedures 
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and 	results to judge the usefulness of the appxoach for developing 
accurate marketing system information on a national scale. 

F. 	 Current Rates of Flow and Stock Levels by Market Position, 
Including Consumer Households 

It appears that adequate inforrration on current rates of flow and stock 

levels in commercial channels to support grain management policies at 

the national level is available and reported systematically (see Section 

II-E). A minimum of additional effort will be required to develop 
management inform atbn reports from the available information to 
support the grain management policies at the regional level. 

The 	missing eleirent in these reports from the Bureau of Agricultural 
Economics surv2ys is the rate of utilization and stock levels by house­

holds, both farm and non-farm. This information can be estimated 
from the National Food and Agriculture Council, Marketing flosearch 
Unit sample surveys, and incorparated in the reports now prepared by 
the NGA staff to support grain managerrent policy decisions at the 
riational level. It also needs to be incorporated in the recommended 
regional reports to support comparable decisions at that level. 

G. 	 Formalized Methodolo ies for Analysis fof Alternatives 

A number of relatively powerful normalized methodologies and analytical 
tools are becoming available for estimating the direct and indirect 
impacts of alternative grain price stabilization policies. They can put 
to regular use as soon as they are fully developed and the kinds of 
information outlined above become available for fine-tuning them to the 
current setting in the Philippines. 

Highly promising methodologies for potential early application here 
include (1) the systerm of structural prediction equations in the final 
stages of development under Froject Adam, (2) transportation-storage­
processing linear prcgramming models such as the one being developed 
by the Bicol River Basin Council, and (3) dynamic simulation models 
of the type being developed bv the Asian Institute of Technology for 
the 	Bicol River Iasin Council and more particularly the similar KASS 
grain management model ih the late stages of development in Korea. 
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Each of these types of computerized methodologies, together with its 
linked input generator and managenrent report routines, is most use­
ful for specific parts of the analysis of alternatives. Together they 
can be the basis for powerful analytical methodology to support the 
price stabilization policy and grain management decisions by the 
National Grains Authority. 

Carefully selected industry advisory committees wkill also strengthen 
working relationships, especially if the committees are used effect­
ively and really put to work on tough problems. Such committees can 
be used to help NGA strengthen its programs at -he same time. This 
is especially true for the industry development program; but it applies 
also for the regulatory program and the price stabilization program. 

Seminars, conferences, workshops and other joint meetings also can 
be used to strengthen relations. As the Grain Service Center Program 
gets under way, there will be opportunities for many joint activities, 
each of which will strengthen working relationships still further. 
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VL 	 SUMMARY OF MECOMMt4DCD PP9ONTS5 TO DUC AN CIrCCTIVC 
GRAIN PRICt frA3Ia.AIO PROGRAM INTim Pfun iHS 

Tho fo lowirg COm ndtiom mri what a" r to be p y 
to ensure an effective train price stabilitiop progw in the Fb*1 
in the months ad years ahead. most of the support** dWuoim w tes 
recommcndations aIpear in the body of thereport. Cr rfer i* 
made back to the eub-sections containing the mwst rolevant suppoert 
discussion for each recommendation. 

A. 	AdItional Ot ady of Alternative SUtMbtUMton Po e and BWAnM 

Present stabiuzatic policies of the National Grain Authority shoul 
not cause problems through the c4londar year 1974, ewn thoug there 
will be pressure during the lean ric months of July, Aqut Ad 
September. This is the time to assemble the additional Information 
and develop the methodologies for study of the impacto of alternativwo 
poUcies which may be needed in the future. Without preparaton tow. 
there will not be tiire to analyse the con~equencos of viable alter"tives 
after signals Ae evident that present policies must be niod.fi, 

B. 	 D.velomiient of Fornmalinad Manaeomwnt Podus to Gui, Aguluition 
DeoloyMent and Release of Stores Stoc s 

The increasingly complex set of interrelated factors which *ffect the 
implamentptlon of price stabilization policies plate premium on analytical 
tools capable of supporting groin management decisions. ome of the 
analytical tools now being developed for the Fhilippli can be modified 
and tuned to address these questions. The additional effort required 
to mobilize these tools should have a very favorablo benefit cost 
ratio. 

C. 	 Continued.EMnhasis on Moblig, Cooratives ad rrivat. Indutr 
for Grain Storsag Maramront in the National Interrest 

So long as reasonAble profit expectations we maintalned, the grain 
industry can be motivated to carry much of the inventory required for 
stAbilzing seasonal prices to the benefit of both producers and consumers. 

II 
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