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PART I 

THE REPORT 



in 

Report of the 
Regional Workshop on the Role of Private 

Agriculture Development and in the Poultry 
Impact Analysis and Policy Issues 

I. INTRODUCTION 

Purpose 

Sector 
Industry: 

1. The regional workshop on the Role of Private Sector in 
Agriculture Development and in the Poultry Industry held c~ 
22-25 September, 1992, in Bangkok, Thailand, was organize~ 
in order to present and discuss the reports of the studies 
on ( i} t:he role of private· sector in agriculture 
development, and (ii} the role of the private sector in the 
development of the poultry industry being conducted in the 
ASEAN countries. 

Attendance 

2. The regional workshop was participated by delegates and 
participants coming from the government and private sectors 
of the ASEAN countries. The ASEAN ADPC Director and senior 
staff also attended the regional workshop. The list of 
delegates I participants appears in Annex ~ 

Opening Session 

3. Mr. Yookti Sarikaphuti, the Permanent Secretary of the 
Ministry of Agriculture and Cooperatives of Thailand, 
presided over the Opening Session where he also delivered an 
Opening Address. Mr. Nguen Srisuraksa, the ASEAN ADPC 
Director, also gave a Welcome Remarks during the Opening 
Session. The full text of both the Opening Address and 
Welcome Remarks appears in Annex ~ 

Program 

4. The Program of the regional workshop appears in Annex 
~ 

II. COUNTRY STUDY REPORTS 

5. A total of nine country study reports were presented 
and discussed in the regional workshop. The study reports 
covering the countries of Indonesia, Malaysia, the 
Philippines, Singapore and Thailand are contained in Part II 
of this Report. 



III. CONCLUSIONS AND RECOMMENDATIONS 

6. Dus to the industrialization taking place in most 
A.SEAN economies, it has been noted that agriculture's 
relative contribution to the national economy ( in the gross 
domestic product and employment) showed declining trends. 
This is particularly evident and relatively pronounced in 
ThaiJ and a.nd Malaysia and to some extent in Indonesia and 
the Philippines. Singapore's agriculture sector on the other 
hand traditionally plays a minor role in the country's 
economy where at present its contribution to GDP is less 
than 1 percent. 

7. The private s~ctor has long beBn playing varied 
and important roles in the developmem: of agriculture and 
its sub-sectors of the ASEAN countries. For example, the 
significant development of the commercial plantation I 
perennial crops in Malaysia had been traced largely to 
private sector's investrn~nt and managerial capabilities. In 
Thailand, the different groups that composed the private 
sector provide wide-ranging services such as promoting 
people's empo~1erment, financing agricultural investments, 
bridging operations and others. The rapid agribusiness 
growth and expansion in the Philippines can be traced to 
investments from associations, cooperatives and large 
corporate f irrns. In terms of impact assessment of their 
(private sector) role in agriculture development, the 
Indonesian case study suggested one impact indicator - the 
incremental capital output ratio - the increase in capital 
over increase in value-added. Howev8r, further in-depth 
studies should be conducted if we are to appreciate fully 
the contribution of the private sector in the development 
precess. 

8. Further development of agriculture has been 
constrained in general by some macro-economic policies 
(e.g,, over-valued exchange rate and relatively lower 
proportion of public sector spending for agriculture 
compared to other sectors) of many ASEAN countries which 
favor the non-agriculture sector. Under this situation, it 
induces private sector investment in the protected non
agriculture sectors and would therefor result in the slowing 
down of the agriculture sector's growth and expansion. 

9. On the other hand, many of the ASEAN countries 
have their respective agricultural policies and various 
incentive programs in place with the ultimate objective of 
attracting greater private sector participation and 
investment in agriculture. However, ASEAN countries shared 
the view that as much as possible, there should be very 
minimal government interventions (e.g., in prices and 
markets), if any, in order to promote balanced-growth among 
the different sectors of the economy. 
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10. In this regard, continuing policy reforms and 
program reviews should be carefully undertaken to conform 
with recent global trend of open-market economies and in 
the end come up with minimum government interventions. 
Some of the policies and programs that need further review 
include trade / taxation and transportation policies along 
with the other macro-economic (exchange rate, public 
expenditure and resource valuation) policies in the 
Philippines; the various incentive acts in Malaysia; 
monetary and investment policies in Indonesia; and 
agricultural credit policy in Thailand. 

Role of Private Sector in the Development of the 
Poultry Ir.tdustrY 

11. The poultry indus.try- in the ASEJ;.N countries is 
one of the agricultural sub-sectors where the private sector 
(particularly the integrators and contract growers) is 
highly visible. It is also one sub-sector that has 
experienced rapid expansion and growth in recent years. 
Aside from being the major source of protein meat of the 
consuming population, the poultry industry has gained its 
importance as a foreign exchange earner of the agriculture 
sector in ASEAN countries like Thailand and Malaysia. 

12. The favorable growth of the region 1 s poultry 
industry has been attributed, among others, to the improved
efficiency of the industry as a whole resulting from good 
animal husbandry, availability of improved-breeds and modern 
technology •. 

13. The poultry industry's production of broiler is 
currently dominated by large-scale operators I integrators; 
and contract growing has become a very a common form of 
contractual production arrangement in the region. The 
integrators and large-scale operators have been 
instrumental, among others, in: 

a) Disseminating industry technology to 
independent and other small- and medium-scale 
poultry raisers. 

b} Providing the needed investments in the 
forward and backward linkages of the industry such 
as in feed milling, veterinary supplies, 
processing, distribution and marketing activities. 

c) Expanding domestic and export markets. 

d) Initiating research and development (R & D) 
activities. 
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14. Some ASEAN countries imposed import tariffs on 
feed ingredients I feed crops; such as soybean, fish meal, 
etc., which in effect increases feed costs and subseqUEHlt J.y 
affects the profitability of the livestock and poultry 
industry. On th~ other hand, these same ASEAN countries are 
also providing incentives in order to promote livestock and 
poultry production considering that the ASEAN region as a 
whole is still a net-importer of livestock and livestock 
products. In effect, the above policies have contrasting 
effects to development of the industry. 

15. ASEA.N countries likewise provide incentive 
policies and programs in the form of lower interest rates on 
capital, tax benefits, etc., in order to enhance further the 
growth and development of the poultry industry. 

16. 
follows: 

Some of the other common issues raised were as 

a) Directions and responsibilites for research 
and development (R & D) activities. 

b) ASEAN countries' still being import-dependent 
in their source of poultry breeds; particularly 
grand parent (GP) and parent stocks (PS), 
including some of the feedstuff requirments like 
corn and soybean meal. 

c) The increasing capital requirements needed in 
poultry business in order to operate under 
economies-of- scale and remain competitive. 

d) The inadequacy of government support services 
and public infrastructure facilities. 

e) Limited foreign export markets, trade 
barriers in importing countries, and common 
destination of intra-ASEAN market. 

f) Socio-economic implications of moving 
towards greater involvement of integrators and 
large-scale operators in the industry on the 
income and employment of independent and other 
small- and medium-scale poultry raisers. 

17. In addressing the issues and problems that 
cropped- up in the course of the study report presentations 
and discussions, the regional workshop came up with the 
following recommendations: 

a) That more private sector-led research and 
development activities (with support from the 
public sector) should be undertaken especially in 
the areas of poultry breeding improvement 
(including local breeds), housing design, feeds 
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and feeding, and poultry product development. 

b) That ASEAN countries through their respective 
relevant research centers I network should work 
out for a well-coordinated research program to 
address the probl~ms and constraints of increasing 
ASEAN production of feed crops. 

c) That ASEAN countries should cooperate each 
other in joint-sourcing and sharing of material 
inputs (fAed ingredients, vaccines, biologics, 
etc.) for the livestock and poultry industry, and 
in joint-export promotion and marketing of poultry 
products. 

d) That ASEAN countries, through joint public
pr ivate sector efforts, should periodically 
organize an ASEAN or a National Poul try Congress 
a.s at!. avenue for regional/national dialogue, 
consultation and exchange of information on 
poultry industry development issues and problems 
including research, planning and policy. 
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ANNEX A 

Regiona1 Workshop on 
the Role of Private Sector in Agriculture Development and in 

the Poultry Industry: Impact Analysis and Policy Issues 
22 - 25 September 1992 

ASEAN ADPC, Bangkok, Thailand 

LIST OF PARTICIPANTS 

Indonesia 

1. Dr. Memed Gunawan 
Head, 
Agricultural Commodity 
Bureau of Planning 
Ministry of Agriculture 
Jalan Harsono RM No. 3 
Jakarta 12551 
Indonesia 

2. Mr. Muhdjidin Rachmat 

Planning Division 

Centre for Ag;o-Economic Research 
Ministry of Agriculture 
Jalan Jend. A. Yani 70 
Bogor 16161 
Indonesia 

3. Ms. Umi Widiyati 
Head, 
Business of Livestock Services 
Directorate General of Livestock 
Jalan Salemba Raya 16 
Jakarta 
Indonesia 

4. Mr. Askam Sudin 
PT Charoen Pokphand Indonesia 
Jalan Ancel Barat 8 No. 1 
Jakarta Utara 
Indonesia 

Malaysia 

1. Ms. Azam bt. Abdullah 
Under Secretary, 
Agricultural Economic Division 
Ministry of Agriculture 
Jalan Sultan Salahuddin 
50624 Kuala Lumpur 
Malaysia 



~ Mr. Lim Eng Siang 
Head, Investment and Privatization Advisory 

Service Unit 
Ministry of Agriculture 
Jalan Sultan Salahuddin 
50624 Kuala Lumpur 
Malaysia 

3. Mr. Zakaria Bin Kamarudin 
Department of Veterinary Services 
Level 8 & 9, Exchange Square 
Off Ja1an Semantan, Damansara Heigr.ts 
50630 Kuala Lumpur 
Malaysi3. 

4. Mr. Lee Keng Bin 
Deputy Convenor, 
National Chamber of Comrr.e:ce a11d Inr:JL1stry 
Peat Tech. (Ml Sdn. Bhd. 
18 Jalan Kampong Pandar. 
55100 Kuala Lumpur 
Malaysia 

Philippines 

1. Mr. Audie C. Ugalino 
Di rector, 
Agribusiness Group 
Department of Agriculture 
E 11 i pt i cal Road, Di 1 i man 
Quezon City 
Philippines 

2. Ms. Elena Romero 
Consultant, 
Foundation for Resource Linkage and Development 
151 Miriam House 
Legaspi Street, Legaspi Village 
Makati, Metro Manila 
Philippines 

3. Mr. Roberto G. Villa 
Chief, 
Project Development and Evaluation Division 
Planning and Monitoring Services 
Department of Agriculture 
Elliptical Road, Diliman 
Quezon City 
Philippines 

4. Mr. Jose N. Mercado 
Vice President, 
The Philippine Poultry and Livestock Cooperative 
75 Timog Avenue, Quezon City 
Philippines 
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5. Mr. Noel D. De Luna 
Agricultural Attache 
Philippine Embassy 
760 Sukhumvit Road 
8angkok 
Thailand 

Singapore 

1. Dr. Chew Poo Chin 
Group Director, 
Field Service & Livestock, Research 

and Development 
Gold Coin Singapore (1991) Pte Ltd 
1~"Jalan Tepong, Jurong Town 
Singapore 2261 

2. Dr-. Chew Hons 
Head, 
Veterinary Agrotechnology Branch 
Primary Production Department 
Ministry of National Development 
5 Maxwell Road ~03-00 
Singapore 0106 

3. Mr. Seo Chau Hian 
Managing Director, 
Singapore Malaysian Feedmill Pte Ltd. 
lot 119, Neo Tiew Lane 
Singapore 

1. Dr. Kajonwan Itharattana 
Office of Agriculture Economics 
Ministry of Agriculture and Cooperatives 
Rajdamnern Avenue 
Bangkok 10200 
Thailand 

2. Mr. Chainarong Sanhdisiri 
Research and Development Manager, 
Agricultural and Industry Development Consultant 
CP Tower, 14th Floor 
313 Silom Road, Bangrak 
Bangkok 10500 
Thailand 

3. Mr. Montri Dulayanonta 
Policy and Planning Analyst 6 
Office of Agricultural Economics 
Ministry of Agriculture 
Rajdamnern Avenue 
Bangkok 10200 
Thailand 
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ASEAN ADPC 

1. Mr. Nguen Srisuraksa 
Director 

2. Mr. Eutiquio J. Lumayag 
Chief, Research and Planning Branch 

3. Mr. Preeda Chantagul 
Chief, Training Branch 

Secretrariat 

1. Mr. Eutiquio J. Lumayag 
Chief, Research and Planning Branch 

2. Ms. Uracha Kohpeth 
Training Branch 

3. Mr. Widjatmiko 
Research and Planning Branch 



ANNEX B 

Regional Workshop on Role of Private Sector 
in Agriculture Development and in the Poultry Industry: 

Impact Analysis and Policy Issues 
22-25 September, 1992 

Bangkok, Thailand 

OPENING ADDRESS 

by 

Mr. Yookti Sarikaphuti 
Permanent Secretary 

Ministry of Agriculture and Cooperatives 
Thailand 

Director Nguen, distinguished delegates and participants, 
ladies and gentlemen: 

It is indeed a great pleasure for me to be here 
among a distinguished group of ·private sector 
representatives and government officials from the ASEAN 
me~ber-countries and to preside over this morning's Opening 
Session of the Regional Workshop on the Role of Private 
Sector in Agriculture Development. 

At the outset, I wish to join the ASEAN ADPC 
Director in extending my warm welcome to all of you, 
especially the foreign delegates and participants from the 
ASEAN member-countries, to Bangkok and to this Regional 
Workshop. 

Distinguished delegates and participants: 

I find the topic of the regional workshop not only 
important to each ASEAN member-country but also very 
relevant to the ASEAN framework of regional economic 
cooperation in food, agriculture and forestry which gives 
due emphasis on private sector participation in agriculture 
development. 

It has been long recognized that the private 
sector plays an important role in the development of market
oriented economies. In fact, it is the pr~vate sector that 
propels economic growth, thus, it is aptly con?idered as the 
engine of growth. -

Even with this recognition accorded to the private 
sector, it was only in the middle part of the 1980's where 
the importance of the private sector had been explicitly 
embodied in the agricultural development plans of the ASEAN 
member-countries, although prior to this time, we have 
already known the following facts and figures: 

a) That in mixed-economies like the ASEAN 
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countries, the private sector grows at a faster rate than 
government, and that the private sector's capacity to invest 
in agriculture development projects is greater too. For 
this matter, it has been clearly recognized that private 
sector dominance is essential for market-oriented economic 
growth. 

b) That the ASEAN member-countries in general 
have long been luring the private sector to participate more 
in agriculture development through policy incentives and 
other necessary interventions. 

c) That as far as attracting private sector 
participation and extent cf involvement is concerned, 
countries in the region somewhat differ 111 level. For 
example, we have learned that in Indonesia, policy reforms 
had been made towards increased-reliance on private sector 
and on market forces whereby the private sectcr and the 
cooperatives are considered as important actors in 
agriculture development. In the case of Ha laysia, al though 
its public sector involvement is a little bit over-extended, 
private sector involvement has been very prominent in 
production, processing and marketing cf ncn-plantation 
agricultural crops, while privatization policy had been in 
place for some time already. In the Philippines, the 
private sector is increasingly recognized and supported as 
the leading partner in agriculture development. In our case 
in Thailand, since the 1982-1986 development plan, we have 
already explicitly identified several development areas 
where the private sector is encouraged to participate. 

Ladies and gentlemen: 

It is therefore apparent that the private sector 
will continue to play an important role in agriculture 
development in the ASEAN in the future. With this, it is 
therefore commendable that the ASEAN ADPC took the 
initiative in undertaking some kind of monitoring work to 
assess the extent and level of private sector participation 
in the agriculture development of ASEAN countries since very 
limited information, if any, are available up to this time 
in regard to private sector role impact assessment. 
Monitoring and review mechanisms therefore are very 
important if we are to make some necessary policy 
adjustments or if we are to formulate pl~ns and programs to 
enable the private sector to perform an effective role in 
the development of the agriculture and other sectors of the 
economy. 

Distinguished delegates and participants: 

It is my hope that in the next four days 
workshop, more pol icy and planning information 
generated from the country study reports, as well 
the discussions and inter-actions among the group. 
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hope that you will come into a successful conclusion of the 
workshop. To the distinguished foreign delegates and 
participa11ts, I wish you all a pleasant and nice stay in 
Bangkok. 

Ladies and gentlemen: 

May I declare the Regional Workshop formally open. 
Thank you. 



Regional Workshop on Role of Private Sector 
in Agriculture Development and in the Poultry Industry: 

Impact Analysis and Policy Issues 
22-25 September, 1992 

ASEAN ADPC 
Bangkok, Thailand 

by 

Mr. Nguen Srisuraksa 
Director, ASEAN ADPC 

Distinguished delegates and participants, ladies and 
gentlemen: 

First of all, I wish to welcome all of you to 
Bangkok and to ASEAN ADPC. I do hope that your short stay 
with us will be a pleasant one. I also hope that you will 
bear with us given the limited facilities that we have at 
the Centre. 

Ladies and gentlemen: 

May I take this opportunity of expressing my 
sincere thanks and appreciation to: Mr. Yookti Sarikaphuti, 
Permanent Secretary, Ministry of Agriculture and 
Cooperatives, for kindly accepting ASEAN ADPC 1 s invitation 
to preside over this morning's Opening Sessioni and to the 
delegates and participants for coming to attend and 
participate this regional workshop. May I also thank the 
country study report writers who kindly conducted the 
studies in their respective countries and subsequently 
prepared the study reports which we will be using as 
discussion papers in this regional workshop. Of course, I 
would also like to thank USAID for the usual financial 
support in conducting the studies and this regional workshop 
as well as the other activities of the Centre. 

Distinguished delegates' and participants: 

Regarding the theme of our regional workshop, I 
would like to mention that private sector involvement and 
participation in agricultural development and in other 
specific sub-sectors is being addressed in conjunction with 
the refocused research and training program and activities 
of ASEAN ADPC starting in 1991 with the ultimate aim of 
strengthening further agribusiness development policy 
formulation and planning capability in the ASEAN member
countries thereby attracting more private sector involvement 
in the agricultural development process. 
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J: t may be ::.:«:,cal led that \..'hen the ASEAN ADPC was 
established in the early eighties (80s), the situation then 
was that ASEAN member-countries still lacked the technical 
capability in agricultural development pol icy analysis and 
planning, such that the ASEAN ADPC's programs and activities 
were mainly participated by people in the government sector. 
However, with the structural changes taking place in the 
agricultural sector of ASEAN member-countries, the ASEAN 
ADPC had to refocus its program orientation from production
o r i en t ed issues to market-oriented concerns of 
agricultural development which necessitates greater private 
sector involvement and participation such as investing in 
agriculture and other agri-based activities. Thus far, we 
have been involving many individuals coming from the private 
sector in our research and planning as well as training 
programs and activities. 

Going now to the objectives of the regional 
workshop, this forum in the first place is being organized 
to provide an avenue for presenting and discussing the 
results of the country studies on the role of the private 
sector in agriculture development and in the development of 
the poultry or broiler industry being undertaken in the 
ASEAN member-countries. This regional workshop, the ref ore, 
is expected to provide useful policy and planning 
information on: 

a) the respective roles played by the private 
sector and the government sector in 

development and in other sub-agriculture 
sectors such 
industry; and 

as in the poultry or broiler 

b) the effectiveness of government po lie ies and 
programs in attracting private sestor 
investment in agriculture and agribusiness. 

In the end, we hope that this regional workshop 
will provide invaluable inputs in forging public-private 
sector ccoperation in: 

a) undertaking the 
hasten the development 
and also the poultry 
particular; and 

necessary policy adjustme~ts to 
of agriculture in general 

or broiler industry in 

b) the formulation of policies 
enable the agricultural economy 
develop competitively with the 
of the economy. 

Distinguished delegates and participants: 

and programs to 
to grow and 

other sectors 

Since this regional workshop will tackle two sets 
of country studies, there are suggestions that in c9nducting 
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the workshop, this will be done first in two parallel 
sessions and then to be followed by a plenary session. In 
this case, we expect that the delegates will be divided into 
two: the first group will be discussing the country studies 
on the role of private sector in agriculture development; 
while the second group will be discussing the other set of 
country studies on the role of the private sector in the 
development of the poultry or broiler industry. 

As to this particular arrangement, I would rather 
leave this matter for the delegates and participants to 
decide later as we start the regional workshop after this 
Opening Session. 

Distinguished delegates and participants, ladies and 
gentlemen: 

As we proceed with our Program, it is my great 
honor to invite M:!'.'. Yookti Sarikaphuti, Permanent 
Secretary, Ministry of Agriculture and Cooperatives, to 
kindly deliver his Opening Statement. 

Please, Mr. Chairman. 

,•'• 
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I. INTRODdCTION 

l.1. The Role of Agriculture in Economic Development 

In the Indonesia's Second Longterm Economic Development 

(SLED) more effort will be made to improve industrial sectors, 

especially especially agricultural related industries. Undoubtly 

a strony B~ricultu~al sector is important to support the whole 

national economic system b8cause Indonesias economic development 

will be characterized by "agricultural led economic development". 

Agricultur9 development is intended to, (a) increase production 

food and raw material, to support domestic industries, (b) in-

crease foreign earning, and (c) increase farmers' income. It is 

clear that the role of agricultural sector in the (SLED) will 

always important although the relative share of the sector to the 

total GDP decreasing over time (Table 1). In this regard, appro-

priate agricultural policies are required to improve agricultural 

sector not only in the context of production activities but also 

in the relation with the development of agribusiness. 

1.2. The Role of Private Sector in Economic Develepment 

In broader sense, private sector is defined as the part of 

economic activities excluding government purchases for goods and 

services. Under this definition large corporations and business 

enterprises as well as small farmers and informal sectors are 

categorized as private sector. In fact, private farmers and 



Table 1. Contribution cf Agr cultu=al Sector i~ ~~e Gross 
Domes:ic Pr:~uct GDP) 

Year 
sub sector 

1974 1977 1980 1983 1986 
-----------------------------------------------------------

1. Food crop and 22.9 19.4 18.6 14.2 14.6 
other 

2 . Estate crop 6.8 6.6 2.2 3.5 4.1 
3. Livestock 2.5 1. 9 0.7 2.3 2.6 
4. Fisheries 1. 9 1. 8 0.6 1. 6 1. 9 

Total Agricultural 33.9 29.7 22.1 21.6 23.2 

1989 

12.5 

3.4 
2.2 
1. 5 

19.6 

Total PDBl 
(Billion Rp) 

7,629 8,882 11,170 77,676 90,014 107,321 

Note Up to 1980, constant value of 1973 was used. 
After 1983, constant value of 1983 was used. 

Sourse : BPS (Central Bereau of Statistic) 

private estates are major contributors to the agricultural output 

and employment. Food crops like rice, CRssava, soybean and mize 

are produced by private farmers, accounting for over 60 percent. 

of agricultural GDP in 1989. In estate crops, except for palm 

oil, the share of the government declines and the relative share 

of smallholder grows especially rubber, sugar, and :obacco. The 

share of coconut, coffee and tea declined due to marketing and 

financing problems: 

,:•", 

1.3. Private Sector and Government Investment 

The economic development is an effort to optimally utilize 

all resources includes natural resources, humdn resources, 

capital and technology in such a mechanism for the best benefit 

of the society. The investment activity is a~ ~stivity which 
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transform potential resources into a real potential economic for 

the wealth of the nation. 

As a driving force of the national development, investment 

activity is expected to (a) increase and diversify the national 

production capacity, (b) create more equitable distribution of 

the economic development and its results, (c) increase national 

income, and (d) increase and transfer tecnology and skill. To 

maintain the economic growth, private investment has to be accel-

erated. 

Government investment usually limited to infrastructure 

development, human resource development, and creation of condu

sive business climate to encourage private investment. Political 

stability is also a non-economic factor important to increase 

private sectors' investment. 

In line with the above objective, a series of government 

policies have been launched to promote investment, and to improve 

business climate. Several real steps have been taken, for example 

conducting by applying deregulation and restructurization in 

some sectors. This is applied not only to large private enter-

prises, but also to state owned enterprises (BUMN), cooperative, 

and small business to increase efficiency and competitiveness. 

Table 2 exhibits that government expenditure increase 

steadily, and allocation of government budget has been shifted 
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from subsidy to investment ir irrigation, and other investment. 

At the same time, private sec )r investment rose sharply from Rp 

1,894 billion in 1981 to Rp 6,475 billion in 1988. 

Ta~le 2. Investment in Agriculture (Rp.billion, current prices} 

Year 

1977 
1978 
1979 
1980 
1981 
1982 
1983 
1984 
1985 
1986 
1987 
1988 
1989 
1990 

Fertil. 
subsidy 

32 
83 

125 
284 
371 
420 
324 
732 
477 
467 
736 
200 
155 
1 i::: ~ J:'.l 

Investment 
Irrigation 

283 
264 
258 
363 
351 
289 
273 
465 
487 
239 
403 
482 
578 
598 

Private 
Invest. 

na 
na 
na 
na 
1894 
1541 

795 
780 

1073 
2321 
5016 
6475 
na 
na 

Source : Estimates prepared by the National Regional Development 
St~dy (LTA97), BAPPENAS in Fletcher I. and K. Altermeie:::
(1992) 

The cummuJative investment in the period of 1987-1992 the 

app~oved f~~gd agricultural investment by Inve~trnent Coordination 

Boa:::-d is presented in Table 3. The highest cummulativEa in·vest-

ment in that pericd was for estate crops sub sector, followed by 

food crops, fisheries and livestock. Domestic investment in 

agriculture is only 12.9 percent which is slightly increase from 

about 9-10 percent in the early 80's. 
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Table 3. Cummulative Investment approved by BKPM in 
Agricultural sector, 1987/1988-February 1992. 

Sub 

sector 

1. Estate crops 

2. Food crops 

3. Fisheries 

4. Livestock 

Domestic 

number : investment . 
of : value 

project:--------------

444 

153 

334 

77 

l % to % to 
: agric. total 
:invest invest 
;ment ment 
I 
I 

66,2 

14,0 

12,9 

6,9 

8,5 

1,8 

1,7 

0,9 

Foreign 

number : investment 
of : value 

project:-------------

42 

16 

50 

9 

l % to % to 
:agric. total 
:invest invest 
;ment ment 

47,2 1,4 

20,7 0,6 

19,8 0,6 

12,3 0,4 
------------------------------------------------------------
Total Agriculture 1008 12,9 117 3,0 
------------------------------------------------------------
Total sector 7,556 193,791 2218 50,386 

Source BKPM (1992) 
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II. REVIEW GF POLICY AND PROGRAM AFFECTING PRIVATE SECTOR 

IN AGRICULTURE 

2.1. General Policy 

Oil price crash in 1982/1983 had very substantial impact on 

Indonesian economy. The world recession in the early 80's worsen 

the situation because more developed countries increased protec-

tion which resulted in great difficulties of agricultural commod-

ity exporting countries. This has weakened the domestic economy 

and balance of payment. In 1982 Indonesian economic growth de-

clined to the lowest ever (2,2 percent) and the country faced 

with biggest deficit. 

A sequence of policies was introduced, which was a drastic 

change from a 'top down' strategy to the 'bottom-up' strategy by 

stimulating economic activities and private sectors' participa-

tion based on the comparative advantage principle. This is a 

kind of a blessing indiguised. A relatively quick actions were 

made beginning with deregulation policy in monetary sector in-

eludes banking and exchange rate. In real sector deregulations 

are introd~ced in fiscal policy, investment, industry and commu-

nication sectors. 
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Table 3. Cummulative Investment approved by BKPM in 
Agricultural sector, 1987/1988-February 1992. 

Domestic Foreign 

Sub number I investment number investment I 

of I value of value I 

sector project:-------------- project -------------
I % to % to % to % to I 
I ' 
1 agr1c. total agric. total 
1invest invest invest invest 
:ment ment ment ment 

1. Estate crops 444 66,2 8,5 42 47,2 1,4 

2. Food crops 153 14,0 1,8 16 20,7 0,6 

3. Fisheries 334 12,9 1,7 50 19,8 0,6 

4. Livestock 77 6,9 0,9 9 12,3 0,4 
------------------------------------------------------------
Total Agriculture 1008 12,9 117 3,0 
------------------------------------------------------------
Total sector 7,556 193,791 2218 50,386 

Source BKPM (1992) 
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II. REVIEW GF POLICY AND PROGRAM AFFECTING PRIVATE SEC' R 

IN AGRICULTURE 

2.1. General Policy 

Oil price crash in 1982/1983 had very substantial impact on 

Indonesian economy. The world recession in the early 80's worsen 

the situation because more developed countries increased protec-

tion which resulted in great difficulties of agricultural commod-

ity exporting countries. This has weakened the domestic economy 

and balance of payment. In 1982 Indonesian economic growth de-

clined to the lowest ever (2,2 percent) and the country faced 

with biggest deficit. 

A sequence of policies was introduced, which was a drastic 

change from a 'top down 1 strategy to the 'bottom-up' strategy by 

stimulating economic activities and private sectors' participa-

tion based on the comparative advantage principle. This is a 

kind of a blessing indiguised. A relatively quick actions were 

made beginning with deregulation policy in monetary sector in-

eludes banking and exchange rate. In real sector deregulations 

are introd~ced in fiscal policy, investment, industry and commu-

nication sectors. 
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2.1.1. Monetary Policy 

Reformation of monetory sector was started with devalua

tion of rupiah in March 30, 1983 followed by deregulation in the 

banking policy to allow interest rate prevail competitively in 

the market. This monetary policy was announced in Juni 1983 which 

is regarded a fundamental effort to improve banking development. 

The policies is continued by issuing policy package of 27 

October 1988 (Pakto), Pakjan (January 1990) Paktri (February 

1990). These deregulation policies are intended to jack up non

oil exporf,and renovating banking and monetary sectors. 

2.1.2. Policy In Real Sector 

Deregulation policies of real sector includes fiscal, trade, 

industry, cornmucation and investment. In fiscal sector, govern

ment revised tax regulation in 1984 as a mean of increasing 

domestic income. 

In The Trade sector a deregulation was launched through 

Inpres No. 5 (1984) and Inpres No. 4 (1985). The main purpose 

is to simplify administrative proces and reformation of foreign 

trade. The foreign trade reformation creates better flow of 

goods betwen islands, export and import . Pakem 6 Mey 1986 was 

issued to increase efficiency and competitiveness through better 

trading transactions for exporter. 
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Package October 1986 revised the non tariff protectio~ such 

as quota, and import licencing of some goods and increase incen-

tive to foreign investment through regulation asset's share, and 

credit facility. 

Other policies that have been implemented were package of 

January 15, 1987, about import tariff relaxation, and at the end 

of the same year government announced Package 24 of December 1987 

to simplify export administration. 

Structural policy adjusment in industry was undertaken to 

increase the efficiency and productivity by removal of non tariff 

protection and the development of export oriented industries. In 

1986-1987, government issued three policy packages to support 

industral sector, namely Package of October 25, 1986, Package of 

January 29, 1987 and Keppres No. 16, 1987. 

Deregulation in communication sector was implemented through 

policy package of November 21, 1988 to increase national ship-

ping industry and simplify business permit. 

2.1.3. Policy in Investment Sector 

!ndonesian goverment policy in investment is mainly to 

ecourage private domestic investment (PMDN) and foreign invest-

ment (PMA). The policy includes simplification of procedure in 

obtaining permit, in establishing new business and implementation 

9 
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of business activity, and tax relaxation or exemption. There are 

several policies in investment sector : 

(1) Inpress No. 5 in 1984 to simplify the procedure of capital 

investment qualification 

(2) Package of May, 6, 1986 to allow PMDN pending the added 

value tax (PPN} payment and returning the import tariff of 

some goods 

(3) Package of October 25, 1986 to enhance the national capital 

and increase the role of foreign's capital in exportation 

activity. 

(4) Package of December 24, 1987 creates business climate 

which promote capital investment activity through simplifica-

tion of permit, regulation and taxing facility. 

(5) Package of November 21, 1988 creates better marketing system 

of PMA product up to local distributor 

f 6) K N , eppres o. 21, 1989 to ease the flow of investment into 

business world. This was implemented by increasing inform-

aion such as negative list of investment. 

2.2. Policy in Agricultural Sector 

Agricultural development in Indonesia are implemented throug 

four programs i.e. diversification, extensification, intensifica-

tion and rehabilitation. Recently the approach agricultural 

development is agribusiness. Focus of development is no more 

10 

A.-\ 

_/ l ... ~ 



based on commodity wise, but a functional approach. Under this 

approach agribusiness system is developed though an integrated 

program in four subsystem, namely input market and input distri-

bution, agricultural production, processing or agroindustry, and 

marketing and distribution. 

Almost entire operation of the agribusiness system are 

conducted by private sector. Government role will be limited to 

providing information on technology, market analysis and market 

intelligence, government program and regulation, and providing 

condusive business climate. 

Future investment activity in agriculture sector is directed 

to spread across all islands especially Sumatra, Kaliman~an, 

Sulawesi, Nusa Tenggara and Irian Jaya. It is also government 

policy to assist, small scale agribusiness increasingly involve 

in, and enjoy the benefit from agribusiness. Large scale agri-

business are expected to assist, technically and financially, the 

small scale domestic agriculture businesses in a strict business 

arrangement. This policy is implemented by aliowing capital 

investment in selected sector/commodity through Nucleus Estate 

Smallholder (NES) scheme. 

Importance of developing the agribusiness in the agr1cul-

tural development is based on the interest of (Baharsyah, 1991) : 

(a) Obligation to search for new source of economic growth which 

is able to utilize the interaction of growth between sector. 
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Agribusiness is considered as a pheripheral barding between 

those sectors. A well functioned agribusiness activities 

integrate the economic activities in agricultural and other 

secto:·. 

(b) National pressure on providing new job to anticipate the 

always growing labor force. Agribusiness is a 'multifacet' 

activities. Because of its nature, it will widen the econorn-

ic activities including in rural areas. 

(c) Nationally, it is necessary to create strong foundation for 

expanding non oil and gas export base on its comparative 

superiority. 

(d) Increasing the added value of agricultural products to 

increase farmer's income. The role of farmer in supply 

share of raw material is quite big. 

(e) Agribusiness activities are highly dependent on the agricul-

tural resources which are renewable. 

Cooperative, state own business {BUMN) and other private 

business are all suitable to get involved in agribusiness. 

The change for investment in agribusiness is widely open. 

2.3. Review of Government Programs 

Apart from a comprehensive and integrated program, the 

realization of the program faces several important contraints. 

The obstacles can be categorized into regulatory constraints, 

infrastucture constraints, agribusiness and operation con-
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straints, scale of business constraints, technology, human re

source and professional constraints, and institutional con

straints. 

Regulatory constraints. 

restrictive tariff barrier. 

The most important contraints 

Although some major steps have 

are 

been 

taken, 

and to 

further effort has to be conducted to eliminate barriers 

streamline procedures in licensing and permit. Land 

tenure regulation has also been relaxed, but some agribusiness 

which requires longer gestation period need longer land contract 

for the project to be profitable. Tax treatment is also consid

er need to be adjusted. Pyogressive income needs to be readjust

ed and applied to business and individuals. Other regulatory 

constraint such as the difficulty of obtaining long-term credit 

on suitable term has been limiting agribusiness development. 

Infrastucture constraints. This includes a limitation of 

utilities (water, electricity) services; inadequate marketing and 

distribution channels, high cost of land> sea and air transport; 

limited information and supporting services; and the lack of 

promotion facilities. 

Agribusiness operation and management constraints. This 

constraints partly due to inappropriate technology and knowledge 

of producers. Quality control and standardization need to be 

improved to reduce marketing uncertainty and to increase the 

competitiveness. Other aspect is related to environmental issue, 

13 



added value and farm income. By knowing the gap that currently 

exist, better act ion can be made to avoid bi.g_ger conf 1 ict in the 

future. 

Problem in scale of business. Agribusiness activity needs 

spesific economic scale. It need continues supply of raw material 

with spesific quality and other treatments. Small scale agricul

tural business is considered inefficient. Several efforts have 

been maden to r~duce the obstacle such as by making new arrang

ment through PIR, regional collective collaboration in insus 

program and foster parent ( BaPSlK Angk_9-_1j_ program. 

Prcblem in Technology. Support of advanced technology in 

production and industry are needed in agribusiness/agroindustry. 

The lack of adequate technology for several down stream indus

tries inhibits the development of agribusiness/agroindustry. It 

is important to face the increase in ability of research and 

development especially in biotechnology. 

Professionals and human resorce development. 

ment of agribusiness in Indonesia are faced with 

skilled labor and professional manager. The growth 

The develop

the lack of 

of state or 

private managerial research institutes are expected to provide 

the professionals needed. 

Institutional constraints. This constraints related to the 

organization of the agrbusiness and supporting institution, 
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cooperative and institutional arrangement which is able to 

combine the interest of small and large scale agribusiness. 
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III. PRIVATE SECTOR IN AGRIBUSINESS DEVELOPMENT: 

ROLE AND IMPACT ANALYSIS 

3.1. Impacts of deregulation on the Private Sector Development 

It is difficult to single out the impacts of deregulation 

policy on agribusiness performance. Changes in investment, 

production, and export can be used as indicators of the impacts. 

The share of private fixed investment grew steadily in the 

198C's especially after the oil market crash which led to major 

macroeconomic reform and increasing the open market policy of the 

economy. During the oil boom (1975-1983), the share of private 

fixed investment rose to 52.1 percent of total fixed investment. 

It later rose to 55.5 percent during 1983-1988. In the first 

year of Repelita V, the share of private fixed investment in-

creased to 57,7 percent, and in the closing year Repelita V 

(1988) rose to 61.4 percent, and continue rose to 63.0 in 1990. 

In contant price the private fixed investment during Felita V was 

almost double compared to the one during the 1975-1982 period. 

Impacts of deregulation policies can be seen more clearly in 

the increase of foreign and domestic fixed investment. It in-

creased from annual average of $1,928 million before 1989 to 

$4,719 in 1989, and $8,750 in 1990. In 1989 the annual average 

domestic fixed investment was around 2.5 times of domestic fixed 
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investment in 1983-1988. In 1990 more than 3 tjmes of the level 

of 1989. 

This high investment growth however, has been biased toward 

manufacturing sector. Out of the total foreign investment of 

$11,566 million between 1983-1988, manufacturing sector accounted 

for $9,521 million or 82.3 percent. Manufacturing share in 

domestic fixed investment was 56.4 percent. The high concentra

tion of private investment in manufacturing sector indicates that 

deregulation has not been attractive enough for agribusiness 

investment. Many factors hamper the agribusiness investment, 

among others are deregulation which generally in favor of manu

facturing sectors, the nature of agribusiness which usually 

involve higher level of risks, and small farm size which limits 

farmer and agribusiness entrepreneur to operate efficiently and 

limited access to financial assistance. 

According to some studies, manufacturing industries enjoyed 

in general an average effective protection rate of 68 percent and 

59 in 1987 and 1990 respectively against 16 and 15 percent re-

spectively by agriculture. This also due to the market of 

coMmodities, where agricultural product which usually 

commodities, has to compete in the international market, 

those 

export 

while 

manufact~ring commodities are mainly for domestic consumption. 

According to the Investment Coordination Board, the share of 

agricultural sector in the approved domestic private investment 

decline from 25.2 percent (1983-1988 average) to 18.7 percent in 
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1989, and to 11.7 percent in 1990. In the case of foreign in-

vestment the share of agricultural sector decllined sharply from 

3.5 percent (1983-1988 average) to 1.9 percent in 1990, after a 

sligh increase in 1989 (3.7 percent), 

The realization of the investement was also very low. In 

1988 the actual domestic investment was only 25 percent of ap-

proved investment, assuming a time lag of one year. In.1989 the 

performance improved to 37 percent, but slump again to 8 percent 

in 1990. 

Clearly that massive deregulations currently being conducted 

by government have improved in the aggregate economic perform-

ance, however more effort has to be devoted to agriculture and 

agribusiness sactor. It has also to be recalled that substantial 

share of small holder role in the nation's economy has to be 

considered in the investment policy. A mutual benefit may be 

achieved through an institutional arrangement between small and 

large business. 

3.2. The Role of Investment in Increasing Added Value 

As has been explained at the earlier section, in line with 

the direction of longterm development policy toward industrial 

sector, it is expected that the role of agricultural sector will 

gradually be decreasing. The decreasing role of agricultural 



sector and increasing role of industrial sector indicates the 

growth in agricultural sector can promote the growth in industri-

al sector more rapidly. 

One of the criteria in evaluating the impact of investment 

in the development is Incremental Capital Output Ratio (ICOR). 

which is defined as increase in capital divided by in increase in 

added value. 

Table 4 shows the change in GDP, amount of new investment and 

the ICOR during the periode of 1984-1989. Nevertheles, the 

figures should be interpreted carefully. Firstly, investment 

shown in Table 4 is the investment recorded by the BKPM, not 

including investment made by the farmer/investor which is not 

recorded by BKPM. Secondly, comparison between sub sector may 

be misleading because each commodity has different gestation 

period. 

The range of gestation period are about 3-5 years for estate 

crops, less than one year for food crops, 3 moth-4 year for 

livestock and fisheries. 

Bscause of the lack of complete data in investment 

value of ICOR presented in Table 4 must be interpreted very 

carefully. With the above weaknesses the value of ICOR presented 

here has not expressed the full productivity of each sub sector. 
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·able 4. Change in GDP, investmen and the ICOR, 1984-:989 

'ector Change in ne..,.,. :nvestrr.ent 

1984 - 1989 PDB 
1984 - 1989 

( 1 ) 
ICOR 

PMDN PMA '.:'otal 

)od Crop 2,907.2 1,082.5 168.3 1,250.8 0.43 
( 85. 5) ( 13. 5) (100.0) 

;tate Crops 855.5 8,555.7 562.9 9,118.6 10.56 
(93.8) ( 6. 2) 

LVestock 684.2 440.5 108.4 
(80.3) (19.7) 

i.sheries 617.3 437.5 550.G 
( 44. 3) ( 55. 7) 

J Values were adjusted to the constant value of 1984 
Souree 1) BPS 

2) BKPN 
3) Dirjen Perikanan/ Directorat General 

of Fisheries 

(100.0) 

548.9 
(100.0) 

988.:l 
(100.0) 

However these ICOR can express the degree cf saturation invest-

ment for each sub sector. 

Total value of investment of Rp 1250,8 billion for the 

periode 1984-1989 the food crops sub sector was the second high-

est investernent after the estate crops sub sector. With the ICOR 

point of 0.43. This shows that the investment is highly profita-

ble which resulted a great possibility to increase investment 

in food crop sub sector. 
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The amount of investment in estate crop sub sector £or the 

periode 1984-!989 reached Rp 9118,6 billion . The amount was the 

biggest among the other sub sector in agriculture. The ICOR value 

based on the first 5 year period was very large, showing the 

increase in investment in the last five-year period was 10.66 

time faster than the added GDP from this sub sector. This does 

not necessarily imply a low performance of estate crop sub sec

tor, because 5 year period is too early for an evaluation on 

estate crop. The performance may change in the next five year 

period. 

The fund invested in livestock sub sector during the period 

of 1984-1989 was the lowest compared to the other sub sector, i.e 

Rp 548,9 billion. However the ICOR value of 0.8 was considered a 

good performance. This value means that the increase investment 

value was balanced by the increase in added value. The ICOR of 

0.8 is about ideal value considering that there is still possi

bility to gain higher profit by increasing investment. 

The amount of fund invested in fisheries subsector during 

the same periode reached Rp 988.1 billion. This additional 

amount of investment has yielded additional GDP from fishery of 

Rp 617.3 billion or the ICOR value of 1.60. Considering longer 

time is needed to have a yield from an investment this ICOR is 

considered a fair investment in the fishery sub sector. 
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3.2. Ro!e Of Investment In Employment Opportunity 

Table 5 shows that labor force working in agricultural 

sector is still high but with declining trend. Notice that the 

declining rate of labor share to total labor in economy is far 

slower than the eaclining rate of its share to the GDP. This in 

general shews J~ increasing lag in productivity and wealth 

between 3.gricultu:!::'al and :::i.on agricultural sector . 

. ... 

Table 5. Absorbt:ou cf Labor Per Sector 

percent 

Year 
Sector 

1971 1976 1980 1985 1990 

l'.gricul ture 66.6 61.8 55.5 55.5 54.8 

Industry 6.8 8.4 9.0 9.0 14.5 

Trading 10.8 14.4 12.9 12.9 14.6 

Service 10.3 10.9 15.5 15.5 12.8 

Other 5.4 4.5 7 -•• '.J 7,6 3.3 
-------------------------------------------------------------
Total Labor 37,923 47,306 51,192 62,5'47 75,888 
(000 People) 

In REPELITA V, Agricultural sector is still expected to 

absorp a large amount of labor force. However the impacts of 

investment on labor absorption highly depend on the nature of the 

investment whether its is labor or capital intensive type of 

investment. 



Sub 

Table 6 shows the amount of investment, number of labor ar 

labor/investment ratio during periode of 1968-1990 for PMDN aL 

PMA. It can be seen that PMDN in estate sub sector absorb larg 

est investment and also have the highest ability to absorb labor 

i.e. with the ratio of 0.077. The lowest labor absorption i 

livestock sub sector, with the ratio of 0.015, probably due t 

increasing number of large scale and capital intensive livestoc 

industry in Indonesia. 

Tabel 6. Investment and investment/labor ratio 
for PMDN and PMA, 1968-1990 

PNDN PMA 

sector Amount Number 
of 
Labor 

Ratio of 
Labor/ 
Invest 

amount 
as in 
vest-

Number 
Labor 
man 

Ra tic 
Labor 
vestm 

1. Food crops 

2. Estate 

3. Livestock 

4. Fisheries 

of invest 
ment 
{Rp mil) 

2,519,059.5 

12,727,167.9 

596,156.4 

1,097,253.0 

(Man/Mil) 

156,517 

981,346 

8,907 

82,993 

(RpOOO) ment (man/$ 

0.062 177,043.4 8,443 0.048 

0.077 836,573.3 39,653 0.047 

0.015 128,310.6 8,457 0.066 

0.076 707,'.i..3°0.0 9,567 0.014 

----------~---------------~---------------------------------------------
Total 16,939,636.8 1,229,703 0.073 1,849,056.3 66,130 0.036 

Source 
1} BKPM (Analysed data) 
2) Dirjen perikanan (Directorate General of Fisheries 

Surprisingly the PMA in livestock sub sector has a highes 

labor/investment ratio. This is actually because this relativel 

small investment was design to develop small farmers which usual 

23 



ly labor intensive type of investment. Relatively PE ... :.' s invest-

ment in fisheries sub sector is the lowest in labor absorption 

with the ratio of 0.014. 

From the above data, it can be seen that capital investment 

through PMDN in estate crop subsector is potential ~o absorb 

labor force and in turn generate more equatable income distribu-

tion. 

3.3. Regional Agricultural Investment Allocation 

Table 7 shows investment of agricultural sector by island 

for the period of 1968-1990. The biggest PMDN in agricultural 

sector is located in Sumatera (Rp 10,300 billion). Estate crop 

sub sector in Sumatera absorbed largest investment (~p 8,969 

billion) followed by Kalimantan with the investment of Rp 1,715 

billion. 

Table 8 exhibits the amount of PMA'S investment in Agricul-

tural sector by island during 1968-1990. Largest PMA was in 

Sumatera, i.e $ 865,9 million. In this island the highest invest-

ment was in estate crop sub sector. The lowes PMA was in Maluku 

amounted of $ 179 million which was entirely allocated in fisher-

ies sub sector. The second largest PMA is in Irian Jaya, i.e. $ 

254,6 million. The largest investment in this island was in 

fisheres sub sector. The third rank in foreign investment is in 

Java, totaling of $ 239.0 million, with the highest investment in 
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livestock sub sector ($ 117.1 million), followed by food crape 

subsector ($ 77,8 thousand). 

Tabel 7. PMDN by Island (1968-1990) 

Island Food Estate Fisheries Livestock Tot 

1. Java 422.8 655.9 1,153.0 131.9 2,36 
(16.8) {5.1) (42.0) ( 22 .1) 

2. Sumatera 646.6 8,969.1 487.9 187.8 10,~ 
(25.7) (70.5) (17.8) ( 31. 5) 

3. Kalimantan 539.4 1,715.5 92.7 167.5 2,5 
( 21. 4) (13.5) ( 3. 4) (28.1) 

4. Sulawesi 396.9 861.1 607.0 86.7 1,9 
(15.8) (6.8) (22.1) (14.5) 

5. Nus a Tenggara 39.4 24.2 133.9 9.6 207. 
( 1. 6) (0.2) ( 4. 9) ( 1. 6) 

6. Maluku 387.3 188.1 152.3 727 
(15.4) ( 1. 5) ( 5. 5) 

7. Irian Jay a 86.7 313.9 118.9 12.9 532 
( 3. 3) (2.4) (4.2) (2.2) 

----------------------------------------------------------------------
Total 2,519.1 12,727.7 2,745.7 596.2 18,58E' 

( ) -= Percent 

•rabel 8. PMA by island ( 1968 - 1990) 

' /\ 
\. \ U\ 

Island 

1. Java 

2. sumatera 

3. Kalimantan 

4. Sulawesi 

5. Nusa Tenggara 

6. Ma.luku 

7. Irian Jaya 

Total 

Food 
crops 

77.8 
(44.0) 
99.2 

(56.0) 

177.0 

( ) : Presentage of total 

Estate 
:::rops 

30.2 
( 3. s } 

709.9 
(84.9) 

34.3 
(4.1) 

62.2 
(7. 4) 

836.6 

25 

Fisheries 

13.9 
( 3 .. 1) 
53.5 
(13.1) 
57.1 

( .i.2. 5} 
43.8 

( 10. 7) 
37.6 

( 9. 2) 
17.9 

(4.4} 
190.2 
(46.7) 

407.9 

Million US$ 

Livestock 

17.1 
(91.3) 
3.4 
( 2, 7) 

Total 

239.0 

865.9 

57.1 

0.4 78.5 
( 0. 3) 
5. 2 42 8 
(4.1} 

17.9 

2.2 254.6 
( 1. 6) 

128.3 1,549.8 



The following distribution index 

K / K 
ij ij 

I = 
ij 

K I K 
ij ij 

where Index of subsector i in region j 
ij 

K iuvestrnent in subsector i in region j 

ij 

measure the investment priority given to commodity and region 

The value of I > l, means that the allocation of fund for 
ij 

subsector i in this region j is relatively large compare to the 

fund available. In other word, I value express priority of 
ij 

development of sector i in a particular region j. 

Table 9 Shows the value of distribution index I of PMDN'S 

Investment in agricultural sector ( data were calculated from 

Table 7). According to the figures, in Java the highest priori-

ty was fisheries, followed by livestock and food crops. In 

Sumatera, each sub sectors have relatively same priority. In 

Kalimantan the priority are livestock and food crops, in Sulawesi 

fisheries, Nusa Tenggara fisheries folowed by livestrok and food 

crops, Maluku food crop and fisheries, and Irian Jaya fisheries 

and food crops. 
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Table 9. Distribution Index of PMDN by Island 

Island 

1. Java 

2. Sumatera 

3. Kalimantan 

4. Sulawesi 

5 . Nus a Tenggara 

6. Maluku 

7 . Irian Jay a 

Food 
crops 

1. 32 

0.46 

1.58 

1. 50 

1.40 

3.92 

1. 20 

Estate 
crops 

0.41 

1. 27 

1. 00 

0.64 

0.17 

0.38 

0.86 

Fisheries 

3.30 

0.32 

0.25 

2.11 

4.38 

1. 42 

1.51 

Livestock 

1. 74 

0.57 

2.08 

1. 39 

1. 45 

0.74 
------------------------------------------------------------
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IV. ISSUES, PROBLEMS AND COMMENTS 

Agribusiness investment in general faces with several con

straints, especially due to the lowest degree of comparative 

superiority; first, the investment in agricultural needs large 

initial fixed capital: second, long gestation period between 

investment and production; third, high risk of failure caused by 

natural factors such as season, land, water and pest and des

eases; fourth, often located in newly established and in remote 

area with relatively limited infrastructure. These conditions 

are important constraints which limit the interest of entrepre

neur to invest in agricultural sector. 

Other problems contribute to the unattractiveness of agri

business investment among others are 

1. Problem in investment fund especialy due to current high 

interest rate and tight money policy (TMP). It is difficult 

to find investment on a project which generate a prof it 

margin higher than the interest rate. 

2. Instability of the world market resulted in high uncertainty 

and risk to the investor. In addition, increasing competi-

tion between exporting countries, market barriers and 

tectionism implemented by importing countries, have 

28 
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agribusiness investment become the lowest alternative for 

the investor. 

4. Interest in investment in outer Java is low because of 

limited availability of infrastructure, especially electric-

ity, and skilled labour. 

' 5. The PMA investment, beside the above limiting factors in 

Indonesia, foreign investment is also faced with 

(1) Limited investment fund caused by the flow of 

fund between developed countries 

(2) More investment alternatives in other developing coun-

tries 

6. Problems of bureaucracy especially in dealling with the 

proses of obtaining the right/licence. 

7. Problems related to regulation, law, culture which sometimes 

are not suitable with the business operations. 

8. In the future, the constraints are expected to be larger, 

especially because investment fund become more scarce. With 

the increasing globalization, Indonesian economy will be 

highly affected by the world economy. 

Besides the above problem there are some advantages to 

consider to promote agribusiness investment in Indonesia, there 

arc : 
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1. More stable political and economic situation in Indonesia 

are in suitable condition for th~ investment 

2. Increasing government attention regarding the importance of 

investment has been realized in through policy reform and 

deregulation and improve physical infrastructure to provide 

the best business climate in Indonesia. 

3. The advantage of Indonesia in term of natural resources 

potential not only in the magnitude, but also in variety 

and quality. 

4. Large population in Indonesia reflects a potential demand 

for agricultural and agoindustrial products. A high growth 

of per capita income and high income elasticity of demand 

indicates a good market potentials. 

Several extra steps are needed for further stimulating the 

investment climate in agricultural sector such as : 

1. Improve the information system to disseminate effectively 

the information regarding regulations/laws and procedures, 

commodity map, development priority, and market potentials 

2. An integrated planning between related institution in pro-

viding information, and market studies and promotion. 

30 



Ths Role of Private Sector in the 
Development of Poultry (Broiler} 

)..,..,. 
~ ~' . 

Paper presented at a Regional Workshop on Role of Pri~ate Sectors 
in -~gricttlture De-.-elcpinent and in the Potiltr:,- IrLd1..1str: .. ·: Impact 
Analysis and Poli=? Issues, in Bangkok, Thailand, 22-26 September, 
100') 
l. ~...,·.;.... 

I 

L°', .. .> 
,/ 



1 

1 1 
.J.. .. .L. Background Information 

Broiler is cne ·Jf the ele·\·en li~.-estoc!z comr::cdities 1 .. -~1icb. i:-: 

Gross Domestic Product IGJPl is sh8~n 

Table 1. Contribution 

'.'".-.. T 4- .-..~ 
.. < :. .... : • J. t...C UL 

1 r .... + + 1.-.. 
~ 1 \...Cl l,. 1..,..1.'C • 

o ...... .-..t' r· .... +-+.1 ..... 
::..i. .. .UCC:l. \....U..\...1,.,...1..C: 

b. Buffalo 
....... Gcat 
...l n~ ~· 
u.. J. ..t..5 

c. Horse 
f. Broiler 
,,... r\ .... ,,...1 ... 
5. LJU.l.,,..,L'\. 

a. ~ativE Chicken 

~ n .. ~1-
\_.. t LJLtVt\. 

'J M; 11· 
·J. .'l .L .L!'lr.. 

1 n-.... rl .... ..--~ n .......... ....._ ........ r. .......... rl. 
~. LLVUU~~ Ll.V~C~ucu. 

.., . o ..... _.,...._,,..,..-1,~ .... 4-
u~" pl. VU.UL L 

n ...... T"O. .. , l ...... +- ~ ., ...... 
l. Vi,JL~..LO.L..l.VLl 

(000 head) 

0 Q()') ;::: ') 1 
v, t...1v.:.., v.:... .l. 

') ')0C -;nc: u' .:_ .... ·._.1' <VV 

1 c t\0.{) ()()() 
J..v, vv·v, vvv 

c IC .1 ()()() 
v,"1.v-z.,vvv 

CC') :::n0 
vvu' vv:-

')::: "J 0 .1 ~nn 
t...V ! V..J"'l.:: VVV 

')::: 1C17 0nn 
.:..v' .L..,' '.:...vv 

1 ·7"J 000 inn 
-'-' u' .J.J.,J' .LVV 

"J') en I "J(\() 
o...J•J' '..JV""l ,vvv 

')"}') ~:::: 1 
.:.,.._:.:..' v ·.J.:.. 

1 o o:::'1 c:"l1 
.LV, UoJV, VV.J... 

0/ 
:c. 

1 0 
.L. " 

J 
0 ;) V• 

') ,1 
u.~ 

') ~ 

U• .., 
1 "J 
.L• ._, 

1 "J 
.L • ..., 

0 ') 
._) . .;_ 

1 0 
.L. " 

1 2 -'-• 

100 

T+~ ~i-.~~~ +~ 
LL.-:;. .:-' llt::.l.L ~. L'. ... ..: 

(()()() D~ I 
\ vvv .:..ll.J • .I 

11·77 C)C:, ~ 
:-x r 1 '._;v r 

nc. 7 ,1 o vv, { '""l...J 

152,449 
') 1 ') ,, ::: ·1 
._, .1. t..) ' "Z o.J -r 

2, 195 
486,192 

')() :::;::c: 
~v,vuv 

')::: ') ,1 ') 
.JV 1 .:..-:;;:.:_ 

10"J 007 
J. .JU,. UV I 

:Jt,567 

336,229 
'7 '> ') c: c: 
1 :...J,:..-vv 

1 1 0 ,, ::::: 
l. .L ' .J "7. ,_; 

2,203,100 

Directorate General of Livestock, 1 001 
.J. .J .,J .L • 

the 

c c: u.v 

('\ 1 
v.-'-

') 1 ') 
:...L, :,_ 

{'\ 0 v, ...J 

1 -.L • .., 

0 h v.v 

') :::; 

1 c 
.L. v 

') ') 
·..J·.:..;. 

:: " .,,v 

1nn .......... v 



Table: 1 indicUtes in 1900 were 25.3 million birds 

{broiler) in Indonesia. I \ l ~ \ +- t.-.. ~ 
\ -l.. I.... J ' L.. ;..1.-:..... 
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successful indicators of economic development. It can be seen on 

Table 2 that there are three livestock commodities namely broiler, 

beef cattle and native chicken b~siness ~hich absor~ the largest 

arnottr1t of labor force iri l i .... :estocl:: stibsector. 
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1 ') 
.l.. • ..:... • Structure ~-i-· 

VJ. Poultry {Broiler) Industry in Indonesia. 

r wJJ--'1
" . ·' 

T!1e n1ai11 c.:)n1modities i:1 b~l'er indt1str:~· iL Indonc3j_ct in·~~11.ld2 

bro i le r , la~~-er , These fcur commodities 

ineat and egg especially for don1estic The 

due to increasing income and the a~areness 0 f s 0 c i 0 t :~- + ........................ ~~~ ........ .-. ,...,. 
;_.•._; ;...v.L.1. ... Ju1:;:-- ""~ 

rcle of P'?ttl try· in. tctal ms.st con2urn.pt ion 

increased significantly from 19.9 percent in 1978 to 53 percent in 

faster tl·1ar1 beef cattle it.dustr:~- clo22 .. Ir1cr·ea.sirJ.~ beef ~}rcdttc:.ion 

.. ~ .. ~11 .. 
\.l-:> LtC.1 • ..L .L , ... lS accom:par1 ied 

slaughter ~hich resulted decrease the beef ~attle 

~+' 
V.L 

...-.. ............ , , , ........ + ..; ,...,, ""' 

.f:"'V J:' Lf -L r..1,. •- .J.. V.1..L • 

This situation can be overc~me by providing enough supply of meat 

broiler. 

Native chicken counts for the largest population in broiler 

indttstr::;· c1nd t1sually· raise tr<?,di tionall:.: b:·r almost hou.sehold in 

rttra.l areas t Rearing of nati~e chicken in rural areas is one 

important .............. _ ............... 
..1..11'-VlUC sources for farmers. In the last ................... ....,,,..~ 

.. 'r c::a. .L ..-::;, ' 

na ti "\Pe chic ken has been managed in firm b: .. ~ 11sing more in tens i .\ .. e 

production technology. The government of Indonesia encourages this 

business through distribution of final stocks, proYide extension 

and credit ser·"·ices to the farmers t It is expected tho.t in the near 

future nati .... -e chicken business ;.;ill be 

broiler industry in Indonesia. 

1,': 

the secon.d ~ .p 
VJ.. 



Brcilzr industr~· has been managerl commerciall~ since 

~ + 
..:... L. 

rn i 11 i o n i r1 1 ()Q0 
v ~...) ._) million i11 1 ("\Cl() 

....:.. ._) vv. Tb.e .............. 1 ,,,..... 
J • ......) J_ c 

from private sector especial!~ ~ere u~e~ 

breeding far·n1 acti-.: .. -iti22. 1 0 () {"1 
.i. 'I •. ; ·_; ~ 

government controlled 1.1 t i l i Z Cl t i 0 D 0 f i:~:.2stcc:: 

sub-sector in vie~ of equit~ issue. Since then the broiler industry 

structure in Indonesia has been changed. 

industry is able to enc0urage 

production such as corn, poiar, soybean and fish ~hich are used for 

feed Tb.e ins.in. problein 13 tr.:.e 

commodities are relatively faster than the Therefore +~ 
L.V 

meet the r1eed ot feed 

soybean-meal and fish meal. 

1.3. Review on 

Ir1donesia. 

Indonesia ccn3ists of 

center of broi~er productions. Table ') 
'-' 

{broiler} f i rn1s 
. . _..,, ..................... -.-.r-. ., ......... .t-'J... V \ .J..11'-.,;C ..Ll.J. 

~""" V.L 

some 

to impo:rt ·._ 'J J. .:.l. ~ 

industry in 

3.S 

sho~s the dis~ribution 

Ind-::;nes.ia in ....... -........ -.,,....,,. ....... 
LJC .i.. :.~:::: L.1. \.... • 

.-7 . '/. 
·'-' 



Table 3. Distribution of broiler firms in Indonesia, 
( per-::ent ~ 

Pro~~:ince 

·; 
~Jorth StJmatera 

Other 21 provinces 

I11dones ia 

Sotlrce: 

Percentage of total broiler firm 

Hatcheries 

1 1 1 
.J •. J.. • ..L 

1 1 1 
J.. ..L. J.. 

() (\ 
V•U 

1 '7 0 
.L ' • ..; 

100 

Agricultural Census, 

1 ~ -
.J... ... :J 

0 1 
'J • .L 

Central Bureau of Statistics, T ,.,, 1-,...., .,,..+ ,,-.. 
V o:..:...t'\. CLl. ;... a.• 

6 

Broiler 

1 l r, 
.L -:. • •..-' 

() 1 
v • .L 

1 0 
l. •';..I 

The table shows that center of broiler producti.o;.J.~; ;;.;'" loca:tefl_ 

near the consumption centers especially in West Java and East Java. 

{ Jal~arta and Sttra.ba: ..... a) in Indonesia. In these centers, broiler 

business are supported by enough provision of breeding farm and 

feed industry. 

Table development of broiler f ir:ns broiler 

production per week for the last ten years. 



Table 4. Number of Smallholder and rrivate 

l 00.I 
.JU""l 

1 ()Q;:; 
.l...JUV 

1 ()Q c: 
.J.. .JUU 

1 OO'i 
.l.JUI 

1()00_1001) 
J...JUU .J...J...:;_ 

of Broiler T ....... ....1 •• .-.+. 'V">TT ~ ........ T~....J .............. ,.....,....; ...... 
..LJ.J.\_l\.t..::i \.....1.:: J..11 ..L1.1.UV1J..C.J.t.,:..t.' 

Number Number of 
of firm Chicken 

1 1 ;:; 320,105 J.J.V 

·1 1 ;:; I) c.;:; c. {\() 
.L.I. v .::.iv • .;, vvv 

1 '>0 ')()I) .1 ;:; (\ 
.1.~tJ V.J:... 1 '"I.VV 

1 ')C. ;:; (\I) ::::o'J 
J.vV UV~' VU•...J 

:*" * 

c~~11i..~1,.i~ .. 
VUJCL.L .l....ll"...J .J..U.C J. 

n ........... ...l .... -+. ~ ....... .....,I \T," .... l-..-..~ 
1 J.UU.U\.....L.J.Vtlf ;.'UUl:JCl. 

~eek of firm 

I) 70 .1 71 c. 
:... 'u-i. ' J.V 

I)')()() 7~1 
~.JVV r VJ... 

')('\C. c: 
oJVl,.JV ~I • Gl.. • 

')C.();:: :::o 1 
tJU ...,·._; vUL 

* t 

Sources: District Livestock Services, Boger. 

Yearly Report, 198~, 1085 1 1986 and 1 no-; 
..i,.._.,U I• 

n.a .. = data not available 

"[;" ~ V•m 
J. ..l.. J. Jll 

, 0 0 {) 
.J. .J v ·.) . 

7h0 c. ') 0 
r tJU ~ U.:.. U 

-: c.;:; f'lO ·I , Vv , v;.,; t 

ll •Cl t 

0 c: I) 01n 
ut....i;... J~.1.V 

t 

f)......, ........ ,..],, ,,..., .f·..:; ............ 
L l. ,_·UU\....- L..l.V;J 

1 0. 7 ":• .:. ._, ' . -~ 

1n1n 
.:... ·- ;_ ..,) 

~ l • c.. 

1 I 0;:; 
.L-rV• .. i 

0 
u 

Table 4 revealed that the amount of private firms per year has 

increased steadily while those of smallholders declined. 

of smallholder declined by approximately 9.4 percent per year ~hich 

is not expected in the Indonesian economic .......................................... 
.;:i. ..,-. V VC:.t.U' 

natural situation in economic development. As has been mentioned 

that one of the objective of the development of broiler 

to pro~ide employment opportunity. 

For the period 1 Cl 0 ('\ 
.L.VUV tlp to the go .. v·ernn1ent 

intensi ... ,·e inter .... :ent ion to corttrol broiler marl~et. One th.e 

go·-,.?"ernment regttlation stated that large firn1s •·:l1ich prodt1ce lurger 

than 15 000 head per flocf should get permission and meet 
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<) 1 
L.& • .l... Policy· 

') 1 1 
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lS a c otr:1 tr:.-

poptilation high. appro:~imatel~ ... 186 rnillion people in 1990. 

:·: .. ears t\~e re 

condttct 1 oc:c: 
L ..JV\..I i n d tl s t r i n l ,......_ ................. ~ .... -

'"-- v l_t..11 \.. l.. .. ~ • 

1HCl. .L L.l Indonesia ;.;ere shortage 

In the Indonesia conducted national 
. 

development actively and try to change traditional agriculture intc 

advanced agriculture. Agricultural programs were -· .... ---5 -1. \ c; J.1 special 

attention because 80 percent indonesian population 

·agricultural activity. 

This Indonesian economic 

stimmarized .LU three aspects, they· are income 

gro~th of national economy and stabilization. Therefore issues cf 

poverty alleviation, employment opportunity and rural development 

become priori t: ...... 

To achieve the objective especially income distribution, 

careftil go\-ernment inter·\~ention in marl\:et strt1cture has to be 

;' / -
,,/ 



this the hc.s declared 

agricultural sector has to provide emplcy~ent and largest ~d~a~t~g~ 

Therefore, I 11dcr1es ian ,...._.._ ........ ,...."""'rin...-..~ ...... 
5 v . c J.. J. uu i;;: .t.:. '-

policies in agricultural commodities development. 

') 1 ') 
L..i • .L • £.I • 

n-1.; ..... ..; ........... 
l t...: J J \., J: C"~ .:) 

Government policies 

VH 
n~~-:1-~ 
Ll.L V.L . ..LC....t.. 

T ....... l .. ,.-+. _..,.. .. 
l. J H.l t..l .::> \.... .l.. .J .. 

l:; i rr 

~ith the general policy in agriculture sector. Indonesia has stated 

that the ..... 1.-,. .; __ ..,_.; ............... -.P 1:; ................ +.--1- h,, .. ,,......; ......,, __ ,.... ..: ....... 
VLJ,jC\....l,....J..\.':;:;.J V.1. .J..J.i..C::.=>L.V\,,....:\. UU.O..LJ.J.C:~V ..L..lJ. 

employ·rrient l!1C :Jme sc1.trces the From I (', 0 (\ 
_._-..! LJ v ' 

government has barn broiler firms ~hich produced more than 7~0 head 

per \,~eel):. Ten :·/·ears later, this policj- ·was conside1~ed no rnore 

• 
appropriate because broiler industry is more efficient if managed 

in a large scale. 

In 1990, polici was introduced to opportttni t:11- to 

the priYate sector in broiler industry certain 

conditions. The new policy consist of t~,·o ma,jor :::..ssues as 

11 Broiler firms which produce less than 15 000 birds per flock 

are not required to get legal permission from the central 

go~ernment but have to report to head of district livestock 



t') \ 
~1 If the broiler firms more tb.ar1 

............................. ., ,....,.... ................. 

1 ;::; ('\ ('\ ('\ 
.LV v·.Jv birds per 

1 1 
.L-'-

+l - .-.1-
..:. ..... VL .i.\. l 

tl-1e J:-1"C~11L.L~~.L'..J1L from the ~inistEr 

\rt ..... ..; .......... 1:..-, .. .....,, ...... 
• '"'""'l.5 .L .J.. \...... U ..1.. \... L.f. .1. C: • 

To get permission ..(::'......,,...,,m +1-.,....,, A.f..:.-...:..-.+.,..., ... -. 
J...l\..JUI t •• JLC: .·1.J.Ll.L-:>t..C:L 

government services, the firms are recommended to sell 60 percents 

by involving small farmers as plasrn ir1 the T
...:..1.1. ct he r ,.; or d 

·1 ('\ 
-rv percent of 

farmers as plasm. 

Broiler 

the be 

in 

come 

).._ ·
L...' :: 

government policy. T-1--.- .; ........ .,..:J •• ,....+'V':;,....1 -+,.... ................................... ~..; ...... 1-,. .. -~11 h- h .. ,..;1 .... 
l. J. .l C .J.. ! 1 U t..t. .::;i. L. J.. .L Cl J.. .::, l..- L U. "- L '-l l.. ~ \'\ J. l .L \...- 1 J. ~'\ ..L ..;,.... _;._ U -;::: L.J Lt .J.. .J... t.. 

• 
and .. -~~,, .. -.-1~~ 

.::; L . .L ..L ..1.. t...f. .l. J. UC .L )'\I Cl ," ' Figure 1 
.L. The the 

structure can be explained as 

1. There are 2 forms of broiler business 

a. Small Scale broiler business which produce less than 

15 000 head per flock. 

)..,. 
u. Pri\."ate be in tl1.e form of :t'Jtlclet1s 

Scheme. In this form each firm should support some 

farmers as plasm. This cooperation is categari::::2d as 

corporate. 

Go"".,,..ernment g i ·.,. .. es •.. ;ide opportt1ni ties sect::r 

operate hatcheries, feed mant1facttiring opera t io11s 



( 
\!( .f.1 

con-dt1c ted 

f e.ed 

1 .... 
-'- -

the This COtlld be 

firms dtte to.the colnple~-;.i ties of 

polic~ it is expected that 

.......................... ""'"..; +..; .,w ..... 
\......UlllJ.IC:: t....L L..L \ ~ • This also helps coI"por·ctte 



Breeding 
Pu.re L i11e 
n ....... ..:. ... - ....... +- c~.-.+-~ 
J.J.L .. C.t.t...C: ..JC"l..-L-V.L 

Breeding 
,~r,c v,..... ....... ~ 
UL V L" ClL JU 

n ....... -~ .. - ....... ..J...- c--+- ....... 
J..1...L .. Cl.\...."C" oJC:t.....L-VJ.. 

n.._f::l-...l..:. ............ 
LJ.L -cu.Lll5 

I'S Farm 

\·i,.... ..... '. -
. l •. ~ J. .l. .• 

+'--~-.f...,"~ . ..J 
l. c. t. ·.._ ~~ '-' .... :...: \...:.. 

Small Scale r--
v~ ·-~ ...;. Gl..L J.U 

Corporate Sector 
Farm 

Processor/ 
Set 

Local 
~iarket 

r~--~ 
J. UJ..111 

Figure 1. Stru2ture of Poultry Industry in Indonesia 
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Review on Government Policies. 

Liv.;estock Industrial Area 

Pattern 

lS ffiZ:-:inl:-.-

Plasm Sc h~me ·Jr C·:J rpo rn te ............... ' - .............. ....- -..~~ ..... '' + _::,v \ ·.::: .L lL.:u...;; ... .;. L. 

.:J.3sists.n-:::e through Presidential 

selling~ broiler The +-., ~ .-1 
.J..1..f.J.J.U 

~hich ~re appointed by go~ernment. 

lS 

Tll.e 

HD A ?"o.iDD?7C ·~ 
W.,"""l..:.'I ..i.. .. ;.;.... • ..; 

.-. 1 1 :.... ......... 

.:.t..J.. .Lu l"1.::::;, 

to be 

Firn1 and 3ttpport small farmers as plasm in ::ertaiil z:::1~~=: - +' . -· .:.. 

indttstr~- or Liy·estocl~: Indu.stri2.l 

~-\rea. 

Because the small farmers al~ays have investment problems, 

the government anticipates broiler •• ~ , 1 
n ...L..L.J... 

..... -..f
J.J..V L. 

faster through small scale. For that reason, in the first step the 

government provide credit for s~all farmers trough Nucleus firm ( 

hatcheries or broiler firm). By using government fund, the Nucleus 

firm are a.ble to support small farmers as plasm through 

the second step, J...:> e:~pected that CoT .... e~nme11t 

Private Banks will provide funds for small farmers. 

In this livestock industrial areas small farmers 

in certain zones, but each farmer manage farm. In. terms 

or 

-+VJ. 



-..-.- ...... -~ .. ....... ::: ....... v11v:t1..:...· ...... , is managed as a big scale but 

belong to scheme., small farmer3 

recei\-~ fin.al f i rm as n tt c l E tt s . 

the gG~-:e rnment bank or private banks .................... '\"-.; ,,..:J - ....... ._.. ....... .-1 ~ -i-
L-'.l V \.LUC l._.1..~U.LL,. 

broiler. 

In those areas small farmers only involve in rearing livestock 

and handle production. Livestock productions are sold to ~ucleus 

then sell them to the market. structure \... Cl.ll 

i r1 F i g ~-l re 2 4 
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Figt1re 2. Diagram of Livestock Industrial 
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i~~clving of 391 small farmers and produce 586 500 head per vcek. 

I: ~s expected that Kithin 2 years all of the farmers are able to 

re pa:: t l1e i r 30 

"1- T ~· \ F 1' 
i· • ..:_.:.' .. J. l ~ • 

r .. ~,.i 
J.. 'LtJ.J.U \... 0.J.J 

+~ 
L.V 

Table 5. Development of Livestock Industrial Area, 1 001 
...1.. ....J ....... .l... 

T 
.L 

TT ,__,_ 

TTT 
...t...:.....1.. 

T1· 
.L . 

Tctal 

Production 
(head/week) 

') ') c:. ;::; (\ (\ 
:.- '- \.J V'•..J ,,: 

1 i:: (\ (\ ("\ (\ 
-'- .J v vvv 

c:. () (\ (\ (\ 
vv vvv 

1 :=: (\ ('\ (\ ('\ 
J..V\.J vvv 

::::oc:. (\{\(\ 
<..IVI...' VVV 

2.2.2. Foreign Investment 

The goy·ernment policy 

thE development of local, 

Ii.~ \ 
\HO. I 

Ila 

') ') ._, ~· 

1 (\ 
-'- '-' 

.:.1c..1. 

_..,.....,.....,.-.,~l+ ............ 
VJ.1 l_-"'Vl...t..L L. .L ..,~ 

small scale 

Farmers 
{people) 

1 ;::; 1 
-'- v .l 

1 (\ (\ 
.J.. v \J 

.. t II -:rv 

1 (\ (\ 
LVV 

') 01 
._, .J -'-

industry is directed toKard 

I r.l . .,_ .. i e , .. ; o f 

foreign investment lisence in poultry is selectively given, 

especiall~· those •·:hich prodt1ce for e~~port marl~et. Hoi,-e\·er, as 

Indonesian products less competitive, the re are onl :--

in~estment on the poultry business, and the? are mainlF en breeding 

_...,,-7 ' 
1-J 
I 
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and feed production. 

1 ~· -.l..'V\.". c:oinpet i ti .... 1o,.eness 

High cost of feed has beEn ..... - ....... + ...... .:: i-.. ~. + : .~ ,-! 
"- V!.l. ;.....J.. .;_o..Jl.o. '-.;_.,LS 

Table 6~ Foreign and Domestic Investment Indonesia, 1985--!923 

Type of Investment 

Foreign In~estment 

Domestic Investment 

T~-1- .- 1 
.:,v L·:.;..~ 

Beef Cattle 

T"i.-...; .............. 
LJc.4 .1.. J.. .. ~ 

n~ .. 1-1-~ .. 
LUU.J_L..J.. .. "' 

t"J/ n ........ ,. 1 + - .... -
/O J.. V Ll .l.. l,.. .1. ,) 

Others 

1 001::: 
..l.....JUV 

-±5 856 

1 ')() 0-. 
.l. •..JV .:.. l v 

28 I '} I 
-r •J ~ 

0().1 ::;,17 
~v-r •J-X' 

22 

11 023 

30 0 7 (l 
Iv 

0 0 ,JC, I') 
UV -rv~ 

1 00 c. 
.L .. .1uv 

_, o a 
-:;._; uuv 

1 0 c. 1 c 
..LU V.J.V 

61 504 

1 ()') '7')C::. 
.LVV I VV 

4 1 ,, ('\ 
.L "l:V 

1()0'7 
-'-.VU I 

') 0 1 00. ._.;,,_,; ....... ._,}(.,..."' 

--(\ •.JlJ•V 

::: ()-: .1 i ~ 
-; ........... 

") r.} 0 .~. I 
;.,.... -::: 

1C:O ;:;rt") 
...:.. '...J •_; •.,.I - v 

1 0 ') 
..:..v...: 

() 0 0 v .J v 

111 ~Ot\ 
..... .L. .L vuv 

1 0 7 
J..U • l 

1000 
-....JU'.J 

1 ; n 
.;.,...i.... ._ .. 1 :3 

t()'1 ')01 
-;: v.:..... ..:....:..... .l. 

1 1 a 
J.._ _.;_ v :::01 

•JU ...L 

C')7 f;Of'. 
•.;...,;' '-"V•..i 

') r- ') - .-._.. .... ._,,_..' 

1(::0 0·71 
-· ·._,; ._.. v l .1. 

<) 1 1 
...... ..._ .1. 

176 116 

56 705 

1 p 

+ 1-" ..... ........... ·= 

As presented in Table 6, domestic ............ .....J .(!,.... __ ..;,,...... ....... ..:~ ... ---..f- ...... -...-.. .... .............. 
C4,.i..1U .J.U.;..C..L..5l.l. ..Lll.\C:~L-JUC ... it.. Vl..L 

livestock industry has been growing, for both export and domestic 

declined as that of dairy and swine increased - ..; ,...,........, ..; -~..; ....... ,... ............. l .... . 
.:'>..L5.Ll.J...J_ ..L\_O.l..i.1,.....L.. .... .. 

groKing demand of milk from domestic industry and the increa3ing 

export market of s~ine have been accelerating investments on 

commodities, Pottl try industr:11- has also gro'"·n considera.bl: .. - as a 



\ 
.,

.,
,,

..
,~

 

\ 
) 

(I
) r
t Pl
 

C
i 

!-
'·

 
1-

-' 
1-

'' 
M

 
(1

J r
t :::;
 

(1
J 

'i;
j 

1-
j 

I-
'·

 
()

 
(1

J Pl
 

:::i
 

CL
 

't
j t;
 

0 CL
 

~·
 ,.. ()
 

r
t 

I-
'•

 
Cl

 
:::i

 

(I
] 

'""
~ 

(I
) rt
 

11
) El 

1-
j 

C1
l Pl
 

(l
l 0 ::s (I
] Pl
 

rt
 

::>
' ~;.
. 

I-
'•

 
()

 ::r
 

rt
 

::r
 

ru
 

uo
. 

Cl
 

~~
 

(]
) 

1-
j ::i El
 

ro ::i r
t 

I-
'·

 
::1

 
rt

 
C1

l 
1-

j •'
 ., m
 

::1 (]
) r+
 

::r
 

(1
) 

{J
J ~~
 

'1:
J 

'1:1
 

1-
-' 

t4
'~

 vi I-
'·

 
!'.L

 
(1

) rt
 

n 

{J
l <1
l Pl
 

{I
J 0 ::i
 

Cl
 

H
i 

rt
 

<1l
 ::j ()
 

0 ~:
 

1-
-' 

!'.L
 

::1 Cl
 

r
t ::i <1)
 

(1
) r
t 

r
t 
~
r
 

(1
J CL

 
Cl

 El
 

C1
l 

(J
) rt
 

1-
'' 

()
 

CL
 

(1
J El Ill
 

::i
 

CL
 

1-
'3 ::r
 

I-
'· 

(l
l r'·
 

(J
) Cl
 

;:l
 

(I
) ()
 

1-
i)

 

r
t ;:;
 

(\
) 

::r
 

0 I-
' 

!-
'•

 
0.

. 
ID

 
( 

.... 
~ 

()
) 

1
-j

 
1-

j 0 CL
 

s:~
 

()
 

ri
' 

I-
'· 

CJ
 

;:1
 

0 1-
1)

 

CL
 

Pl
 

, "~
 

CJ
 

1-
"' 

CL
 

()
 ::>
 

I-
'·

 
()

 
h



~ · m ::1 ~
L
 

()
 

(
)
 

!'.L
 

~~
 

1-
j 

I-
'·

 
::i Ll•

l. rt
 

::>
 

(]
) 

~j
 

(I
) Pl
 

~,
 ... 

()
 

CJ
 
~
 

::;
 

rt
 

'"1
 

.... ~
 ::;: ::>
 

I-
'·

 
(
l ::>

 
"1

 
C1

l 
I-

' 
Pl

 
rt

 
C1

l 
CL

 

rt
 

()
 <
 

Ill
 

"1
 

I-
'•

 
0 ::!

 
(J

) 

(I
] 

Cl
 

()
 

I-
'·

 
Pl

 
1-

-' Pl
 

:::i
 

}:
L

 

1-
j Cl
l 

f·
-'

 
I-

'' 
U

!).
 

I-
'·

 
0 ::1 (]

) 
~:

 
(I

) ::1 r
t OJ
 

Pl
 ::1 n.
 

r-
;, 

1-
-' r:: ()
 

rt
 

,::: Pl
 

r
t 

(1
J Ci
l 

(J
 

0 ::1 (J
J I-
'·

 
CL

 
(]

) 
1-

j Pl
 er
 

1-
-' 

t'
_,
~ 

I-
'·

 
::i

 

1-
-' 

I-
'·

 
::1 ID

 .. -. I-
'•

 
rt

 
::>

 
El (\

) Pl
 

r
t !'.L

 
Cl

l El
 

Pl
 ;:l CL
 

El
 

Cl
 

··~
 

ID
 El
 

(]
) ~s
 

r
t
 

!-
'·

 
;:1

 

r
t ::>
 

fl
) 

t--3
 

;:J
 

(I
) 

'1:
J 

1-
j .....
. 

()
 m
 

Cl
 

1-
i)

 

er
 

1-
j Cl
 

!-
'·

 
I-

' 
(]

) 
1-

j 

t-
1)

 

I-
'"

 
::1 Ill

 
1-

-' 

(l
l rt
 

Cl
 

(l
 

~
- ~ · Pl ~j
 

CL
 

()
 

Cl
 s s (1

J "1
 

(l
 

I-
'·

 
Pl

 
I-

' 

(IJ
 

r-t


Cl
 

()
 

;i
; 

I.'..
:> 

l.'.
:l . ,.., .....
.. 

1-:
:J 

1-
j ,.. .. ()
 

(1
J cr.
i·· 

rt
 

Pl
 

r;J
 

!-
'· 

1-
-' .... ~l
 

Pl
 

rt
 

,.. .. Cl
 ::s Cl
 

1-
1)

 

~t
'j
 

I-'
• 

:::s
 

Pl
 

1-
-' 

tf.
l 

r-t


Cl
 

(
l ~
;
 

't
j 

1-
j Cl
 

CL
 

t;:
: 

()
 

(1
l 

1-
j Pl
 ::l CL
 

()
 

Cl
 ::1 (IJ
 

,:::
 

E:l
 

(J
) 

1-
j 

()
 

(1
) 

1-
j rt
 

Pl
 

I-
'·

 
::1 ()

 

()
 

:::1
 

~
L
 

I-
'•

 
r
t 

I-
'·

 
Cl

 ::s Pl
 

r
t _, ~r
 

I-
'· 

()
 

;:>
 

'tJ
 

t·
j 

t-
'· 

()
 

fl
) El
 

(
l ·< m
 

~l
 

(\
) ;:i
 

r
t 

~·
"·
 

(I
) ::1 Cl
 

rt
 

,.
t,

 

~'
 

Cl
 

l'
j Ill
 er
 

1-
-' ru 1-
i)

 

Cl
 

t;
 er
 

n r
t 
~
t
 

0 1-
1)

 

rt
 

(]
) ;:l CL

 
Cl

 
l:l

 m
 

er
 

.... 
1 rt
 

~
)
 

ru uo.
 

(l
 

_, .. (]
) 

1-
j 

;:1
 a fl

) 
~·

 ,.., r
t rt
 

::r
 

1-
j 

Cl
 

~=
 

U<
l. ::>
 

~·
 J

. 

El
 

'CJ
 

Cl
 

'"i
 

r
t 

~";
) ;:l
 

).
L

 

(]
) ,,
 

,, , .. ,, Cl
 

rj
 

rt
 

~=
 

(I
) i:::
 

P>
 

1-
-' 

1-
-' 

.....
 ~ 

H
; 

Cl
 

t·
j 

Pl
 ::1 CL
 

(IJ
 

r•
 ;c; 1-

(j
 

1-
-' 

I'
 ...

. ~
 

El
 

Cl
 -: r1l
 ;:l r1
l ;:1
 

r
t Cl
 

r'f
:I 

rt
 

::r
 

(]
) 

(I
) 

(]
) 0 ()
 

~l
 

't
i Cl
 

~1
 m
 

:.:
~ 

rt
· 

(J
) 

:;
~ 

Pl
 

1-
j 

~j
' 

Ii
) rt
 

()
 

'1:
J 

()
) 

1-
j P>
 

rt
 

I-
'•

 
()

 

::;
 

(J
l 

~l
 

1-
j 

(1
) 

-· ~. Pl
 

1-
j 

~1
 

t·
'· 

;:
l 

U•
l. 

(I
) 

.... 
~ 

(I
) rt
 

(]
) El
 

't
l 

1-
j Cl
 

00
. 

t-
j P>
 ::l ::r
 

Pl
 

(I
) er
 

(1
) 

(l
l ;:l
 

(J
l 

(I
) r
t ~=
 

'tJ
 

rt
 

Cl
 

()
 

Pl
 

1-
j 

(1
) 

1-
1)

 

i:::
 

1-
-' 

1-
-' 

..... 
1 i:l
 

()
 ::1 !-

•·
 

rt
 

()
 

~
j
 

'C
J 1-
j 

I-
'·

 
()

 

Ill
 

)l
l ::i
 

~
L
 

'tJ
 

1-
j 

I-
'•

 
()

 
(1

) 

()
 

rt
, er
 

1-
j 

()
) O>
 

CL
 

.....
.. ::l tl•
l. ;:; Pl
 

rt
 

(J
) 

1-
j 

I-
'·

 
Pl

 
I-

-'
 

(IJ
 

(I
) 

(1
) 

(1
) CL

 
(I

J (J
J r
t Cl
 

()
 

"- ~·
 

(J
l Pl
 ::s CL
 

1-
1)

 

(1
) m
 

>.L
 

r-r:
i 

Pl
 

1-
j 

1-
-' 

I'
.~
 

(I
) rt
 

Pl
 

C
i 

I-
'·

 
1-

-' 
I-

'·
 

rt
 

"--
! 

Cl
 

1-
1)

 

'C
J (
l ~~
 

.....
.. 

rf


'"
j 

.....
 ~ 

'tJ
 

'"
i 

()
 

CL
 

~=
 

()
 

r
t 

I-
'·

 
(
l ::i (J
) 

.....
 ~ 

(I
) rt
 

(1
) ~l
 

•--1
 

;:
; 

I-
'·

 
(I

) 

t·"
· ::i ()
 

t-
-' 

!=:
 

CL
 

()
) 

(J
l rt
 

::>
 

(1
) 

(J
J ~=
 

'1:
j 

.... ,
 " 1--'
 

",1
 

d ;:
i 

(]
} 

.(}
<)

. 

Cl
 .t:!
 

Il
l 

1-
j ::i
 

El
 

(iJ
 

;:1
 

rt
 

::>
 

pl
 

(I
) er
 

m
 

()
) ::s "C
J i:::
 

ri
' 

rt
 

I-
'•

 
~1

 
1.f

•l. -~
 

pl
 

t-
j 

~·
'.
 

()
 

~=
 

(l
l 

(1
) 

rt
, 

>-
T)

 

Cl
 .. , r
t 

(J
) rt
 

Cl
 -· ... Pl
 

1-
j 

Q
., 

(1
) rt
 

;:
r 

(\
) 

t.:>
 

t.:>
 

(.<
.) 

1-
j 

1-
j 

I-
" 

()
 

Cl
 

Cf
.l 

r-t


Pl
 er
 

r'·
 

r'"
' .....
 

N
 

pi
 

rt
 

I-
'•

 
()

 ::i 

()
 

Cl
 

;:1
 

r
t 

1-
j 

!-
•·

 
er

 
;.

.. r
t
 

( " ,, r.l.
i 

;:l Cl
 .. , m
 

rt
 

::r
 

Pl
 ::i 0
1

 
C

l 

't
i m
 

rj
 

()
 

(1
) ::J
 

rt
 

Cl
 

t-
t,

 

~l
 

m
 

(]
) rt
 

()
 

()
 ... ~'
 

(l
l i:::
 

r.;
 

.;:j
 

r
t 

I-
'·

 
Cl

 ::1 

'O
 

1-
j Cl
 ' 

~·
".
 

C)
.. r.l ):
l,

 

p ~s
 

'1:
l 

()
 ,; f·
-'

 
rt

 
'"i

 
~ .. ~ f-

'•
 

::s ()
 

1-
j 

!1
l Pl
 

(J
J t-
'· 

~l
 

Ll
•l (I
) ::>

 
ill

 
1-

j 

I]
) 

t·
J·

 

;:1
 

;:J
 

()
) 

(\
) rt
 

(•
) 

~~
 

ro
 

ti
j 

1-
-' 

"··
~· p
 

~s
 

CL
 

..
. J

. ::i .....
. 

t::
> 

t:
:l

 
!-

-'
 

~·
'.
 

I 
t 

rj
 

(1
) Pl
 

()
 

rt
 

f-
'•

 
()

 

::J
 

Cl
 

1-
1)

 

I-
'•

 
::i ()

 
1-

j 

(i
) Pl
 

(I
) 

(i
) CL

 

CL
 

Cl
 El <1
l 

(JJ
 

rt
 

I-
'•

 
()

 

()
 

Cl
 ,., (I

) 

~:
 

~;
 

,_
. ,, r+
 

f-
'•

 
()

 ::; ;:o
 

(!
) 

()
 

(]
) ::i rt
 

1-
-' 

(I.
-:~

 

'tJ
 

Cl
 

i:::
 

f-
-' 

r
~
 

1-
j 

.... 
1 

1-
-' 

t:
) 



f)" :...v 

As can be seen in Table 7, d.o.c. price increased during the 

period of 1990-1992j although it decreased in 1992 relati¥ely t8 

1991 a The price ratio 'h""aS 4 .1 i11 Jant1ar:,- 1990, inde:;:ed as 100. T~iE 

ratios in 1990 ~ere relatively indicating high profitability 

the last three years, as d.c.c. price gre~ relatively faster than 

brviler price. 

Table 7 : Price and Price Ratio Broiler Finisher/DOC 

Month 

T~~ v 0.1.L 

Feb. 
Mar. 
.!\pr. 
May. 
June 
July 
Agst. 
Sep. 
("\ ~ 4-
V\.... \..I 

l\i- ..... 
.1.-.V\' 

Dec. 

.Price 
/head 
Rp 

1 00() 1 001 1 00') 
J.. v~v .J....J.J.L .1. ...,...,~ 

.f f) ~ 

0 "" 
7:::. {) 

-;;c..,.., uvv I •..JV 

,f ,1 " 0 ()(\ 00;:: -r-rv uvv ..J~V 

,f e::." 850 '7 17 r:::.. 
-:tvv I Iv 

450 900 '7 '7 h. 
I Iv 

,, e::. () 975 590 -:tvV 

450 875 5of\ ..JV 

450 7 '7 r::. . .., 
470 850 
6 e::. () 

vV 850 
700 550 
0 ('\" 500 uuv 
0 - () v;) v 425 

Broiler Price 

1990 1991 1992 

1'7hf\ 2000 ')1(\('\ 
..La vv .:...J..VV 

1750 01 hf\ 0 ,, ('\ ('\ 
.:....1. vv L.."TV V 

1850 ') ,, ;:::, (\ 0 a f'\ f'\ :--:vv ~vvv 

2000 2300 00()('\ 
:....~UV 

2000 2300 2000 
,., () '7;:: 
~VIV 2300 2200 
,., 1 ;:: " 
L.i .L vv 2350 
1600 1760 
1f b::::" 1700 -xuvv 
')();::;[\ 1 7 e::. () 
:-vv v .LI VV 

')('\~(\ 1 0 e::." .:...vvv .LVVV 

2300 2300 

Price Ratio 
Broiler 11 doc 
T~~ 1 oon - 1 "" v O.J.1 • .J... v .J v - .J.. v v 

1 oon 1 001 1 oo.., 
.J..JVV .J...V..J.J.. .J..VV"-

1 ('\ ('\ a 1 a o 
.L vv v .L vu 

0 '7 a ;:: a 'l 
_, I vv v,, 

1 "(\ 70 0 0 
.L vv U<.. 

1 ('\ 0 62 a o 
.L vv u _, 

108 ;::7 0 0 
vi u.::.. 

112 a ,, 91 •J"'% 

116 '7 ,, 
, -x 

0'> r::. (l Vv vV 

1 0 0 ,f 0 
.Lu~ -r ..., 

'7 1 '7 ·7 
' .1- ' I 

a "> ori 
V'-' _, v 

66 1 ":) 0 
.l..V~ 

Table 8 showi that in 1991 Indonesia produced 15.76 million of 

broiler doc ·using locall"S"' produced parent stock, in addition to 

298.8 millions doc prodticed tis ing 
~-J ... 

imr;orted parent ,_ 

came to total production of 314.58 million. 

'.,~ 



'T'~l-.1 - 0 
.J.0.U-LG U Production of Pure 

Tn¢!onesia, 

Pttre Line 
rrt ............ "'.-l n,... ....... -.~+- C+. ....... ..-..1-
UL C&.1.LU 1.0..LCl.lL.. ..J\...V\......l.\. 

Parent Stoel~ 

Final Stock 
Final Stock from 
Imported Parent Stock 

T - +- - 1 .1. v t... a ...L. 

1001 _._ ....,, .J .l. 

T ~ ~
LI...1..l.l.C:: f Parent and v~ ~· - 1 J.: ..l...l.1C1...L. Stock 

Pure line for Meat Broiler 

Potential Production 

c: c: f\ r. (\ 
'.JV vvv 

;:;: 7C nnn ._, 
' v vvv 

1 1 I f\ ('\('\('\ ') ') 1 1 1 {'\ 
.L -::: "T v \J v v ~.:......J.. .1.7V 

1 ('\('\ (\ (\ (\ (\ (\ (\ 1 ;:; -: c. ('\ ('\ {'\ (\ 
.LVV vvv vvv .L v ' UV vvv 
;:; ('\ ('\ ('\ ('\ ('\ ('\('\('\ 000 01 0 40('\ vVV VV".J vvv '- v u V.1.V vv 

314 578 480 

21 

The domestic indttst1-.7,~ 110~ .. e ..... -er, requ.ired about 395. 15 mill ions 

d.o.c, so that there was a total deficit of 80.57 millions. 

deficit, which fluctuated overtime, 

significant price movements. 

Parent stock is occasionally imported al though the country has 

been net exporter during the last three years. In overcoming the 

instabili t~~ problem, the go ..... ~ernment has made the follol-.~ing efforts. 

a.. Import so long as the price J..S 101, .. er than domestic 

price 

1-. ..... Import Parent Stock breeder in order to produce cheaper 

locally 

..... Improve the industry's capability to rear Pure Line in order 

to substitute Parent Stock import 



111e. tltlrd measu.re is \·er:"i- crticial for the de'\·elopment of th.e 

Li-w1.'"es toe l~ \ ,...._ ..... 
_...,. ..L c: a. ' a scheme intended to 

livestock industry through cooperation among the small and large 

operation. 

2.2.3.2. Feed Prices 

p1~odt1c ti on human cons1..tmpt i en ha::; a 

great influence on the availability of corn, soybeans and ether 

cereals for production. For most Indotiesian, soybean and other 

cereals are important sources of protein consumption, resulting in 

high competition on the t1se of those commodities. For food t1ses 

competition direct consumer ar1d vegetable oil 

processor, ~hile for feed uses, competition takes place among 

cattle, dair: .. - poul tr;,~ industries. 

The feed industry requires 55 - 60 thousand tons of corn per 

month, of which, in most cases, could not be supplied by domestic 

production. Land competition am6ng different industries as well as 

within the agriculture crops, coupled with price instability and 

high·co~petition of corn uses, are the major causes of fluctuating 

corn production and insufficiency in the feed industry. 

In the broiler business, feed accounts for 60 - 70 percent of 

total prodtict ion cost. Eff icienc:_\ ... on feed 

influence cost efficiency in the production system. Feed cost L~ 



"""" ...... ~ ,...... l ... .... .1ua .i...1.1.L ... .. 
h~~
U.l. 0..J..L7 

prices. Sttppl:~- of those components 

monitored and controlled for the purpose 

meast1res been 

fluctuation in feed prices, 

a. Import of corn Khen supply 

b. Control ~i~c bran export 

fish meal 

~-··~~ ~1 '.._ ..:.. 1.l ._ J... CL ...L fact:Jr to 

..--1-..-..l-....:1.;-.. ..... +.:-
;;, \...,0,U .L ..L .J.... .:...~Cl L. ..LV.11 • 

.................................... '"'_ ....... + 
5v~ C:.L.LJ.JUCJ.Lt.-

. . . 
................... "I .......... -.-
lll .J.... 1 l. ..L 1U ..L ~ C. 

~· Promote the use substitute components 

d. Release the import dut:'"'" of feed 

Pre¥iously, market operation has been ~~thori=ed to Bulog (The 

~ational Logistic ft~ g e n c :,.- } , as the 

licenses for soybean, so~'"bean meal, corn, fish meal and other 

stuffs. Since the early 1990's this regulation has gradually been 

released so as to open 111vL c:: opportunities .f'~- ~+-l~~-
J..V.l. U\....11C::J... traders +. ~ 

l.U 

import feed stuffs, with import duty ranges to 35 percent. Howe¥er, 

under special circumstances, Bulog Kith the recommendation of the 

Directorate General of Livestock IDGLS), ~ill import, keep stock 

and market the necessary amount of feed stuffs for stabilizing feed 

prices. 

2.2.3.3. Broiler Price 

Fluctuation of broiler price usually takes place during 

holiday seasons and other specific events I see Table 5). During the 

muslim holiday, price often goes up to twice as the normal price. 



The pattern of price mo~ement, ne~ertheless: ~as b€en identified 

and then anticipated by the government. In Cocperation ~ith Bulog 

and meat producers, the DGLS arranges stock and market operation tc 

Export 

Broiler 

and price· instability. 

........... ~- ....... 1--= ~·._ f:-"V .L L 
+'~~~ 
J.. J.. VJlL Indonesia ~m~11 

~JUQ..J.. .J...) 

primarily due to the high cost cf production and inconsistency of 

production volume. 

Table 9. Export of Poultry Products Indonesia, 1988-1992 {March} 

Items 1988 1989 1990 1991 Destination 

1. DOC/PS 000 1-. ~ -...J ') h 1 c: , ()0 ') ') ') i:: c: 1 01 €:: ')() 0 s n n 1-. l 1 
U..L.J.U :...VJ.• V .1.VU1>.:., o.J;..v.u .L...,-'-. v .:..u.v ..t ' i u ... ' Pakistan, Nep, 

Malaysia, Brunei 
000 !IQ <l' 374.5 274.7 ')')C: ') ,1 (! '7 i::; an ,., 

'-'"' "' v,.iv.:.. ""l:V I . " vu.""-

') DOC/FS 000 bird 474. 6 !=:: 1 (i ') ')·7 '> Singa,~1alay, <. • 1J ..LV 1 V ..... . :.. 
000 T'C <l' ,17 h ') ;:: ,1 c: 1 ,1 () Brunei ,_..., .., "T. IV• oJ V"'ZV• J.. -.:v. ' 

') Eggs/FS 000 piece 1793.5 .1 ')01 ,1 7c:, .f 1 7t::a '} Thai, ~r ............ Franc, ..,, -xuui.-r VJ.• "'7 .J.. I VV• <tJ J..lCl.J' 

270.2 C:'"i"O a 
VlU•V 

1 nn a 
i..Jv1 v 

,.,-,., 1 
:... I._, • i 

Tll- ~ 1 
LU..L..l.7 Saudi J German~' 

I C."o•o"~ I () (\() piece 10,11 ::: 134.0 10()') '7 ()'JO 1 25.2 c· HK, Taiwan, -,: . L...bo::J/ vvv .LU"".t.L• V J...JV\J• . "l.J .J • .1. ....;ln, 
Con sump- 000 TiC <!' 103.1 7.5 , ') c: ') 62.1 I) 1 ~!al J VEA, Saudi ....... "' ..L.:...v. u <.. J. 

ti on 

~ Chicken {) () () ton 1 .1 1 '> 01') ,, 10 1 T~~~~ ..,, vvv l.-:t..L•.:.. .:....J..-..J• -i: .LU• .L tJ GL!!O.U 

~I eat 000 nc C' '>>;A 1 ,1;;0 ') ,, 1 1 ,_..., .., ;_ tJ ""I • J_ ""l:VV • •J ""l:l. • .L 

Source : DGLS, 1992 



_.\s presented in - ... -~-....-..+- ~,.... - h,.-..+.l-. c .-... l:-'v L ,_-'.:> u • '-'' , .,_ ._1 ·v L. 1..:. 
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both for breeding and consumption are exported to Asian, European 

as .\ ~~ 'h 
.. --iJ. au countries, ~hile export of chicken meat hc.13 

done +~ 
'-'-' 

\l+'h~··...,'h 
_,_ ..L L. 1' v \.~ ::. 1J sometirrtes Indonesia -: ........ .,....._ .............. 

J...llli-'VL .._ 
nc ..:i ~ ~ 
L •J U • V • "- • ' 

the cot.in tr: .. -- i:; ne t-e~:porte r. 

government has been pu:ting some efforts on : 

a. Improvement of export facilities and ser\·ices at la~er cast 

b. Promotion of fareig~ investment f cr la.rge scale 

...... Monitor and stabilize prices of feed and doc PS 

Private Sector's 0~1~ o,;..v..LC in Poultry 

2.3.1. Control of Production Factors 

The indt1str~- characterized b ~· j 

........ _.... .................... 1--..; _, __ 
V;:'C".L.:...l.L...LVJ..1 

three types 

operations, namely government enterprise cooperatives 
! 

enterprise. Cooperatives and private enterprise are the most common 

.,,, ·.; .. ~-·.; ! 
.. 

''I ·-_;; 
. ~ - : . : : \ ~ . ; -~- ~ 

.1 

1/ J ~ ~: i. i ! - : / C.,, \ 1 the 

they are not 

titrong enough to compete wt!!: ~hn large holder. Cooperation among 

' t S~tillholder development. As stated 

in the ministerial Decree ~fo. Z, 1 !)90 i; r· i »«1 t,~ c n tc rpr i ses a re 



..{ 
l 
) 

' ' 

' ... 

26 

allowed to operate on bre~ding and production farms using domc~tic 

0r ~oreign capital under the following conditions 

(al. Cooperating ~ith smallholders least 3 years on broiler or ~ 

;tears on la~-er. 

lbl. Under the cooperation, production by the smallholders counts 

a larger part of the ~hole production for at least 3 years . 

Provide assistant on production inputs .. ---1-..; ._.,...,. 
~~ V.J... l\. .J. .115 capital 

1..-1 \ 
\U/ t 

I ~ \ 
l C:: I• 

marketing of smallholder products based 

Provide slaughter house and 

Located in the permitted zones h~- +-1.... ~ 
u,' L.1lC 

_ ....... YY1P ......... ......... , 

VJ..L !11\.(. "-' \..4.0...1.. 

The maximum size of holding for broiler is 15.000 birds, per 

cycle, while that of layer is 10.000, with a standardized treatment 

on environmental control. 

Under such cooperation, the re"\·enues earned by the 

enterprise as the nucleus farm, will largely depend 

productivity and quality of the plasm product. Support in 

~....-....: ... -ro+-
1-'.L .l."' a L..C: 

on 

technology and management will serve a mutual benefit to the 

nucleus as well as the plasm farms. is Khy the 

enterprise plays a great role in poultry industry. 

Control of Marketing Channels 

The private sector is free to control their marketing 

and one of the consequences is an increasing dependency of plasma 



farms ·- ~ \.V the nucleus. This makes sense, as the plasma farms are too 

small to manage a large marketing region. The private enterprise, 

in tl-1is case, is needed to ser,-e as product collector c)f the 

smallholders, as h·ell as supplier for local consumers. This '··ill 

then, de.,-elop a ......... 1 -1~ ......... l 
Ul\.l \..,. l..t.0...L cooperation h"hich also strengtl1en 

control on the production system. 

Broiler processing is also mostly controlled by 

sector both for domestic and export market. Recommended cooperation 

h"i th breeders and farmers, 

gov·ernment. 

• 
2.4. Nucleus Farms 

The nucleus plasm scheme 

lS 

is set up to develop 

the· 

............ +- ........ , 
Ul\.t i... Lt.0...L 

dependency and mutual benefit for both parties which also meant for 

income distribution. The role of private enterprises as nucleus 

farms is very crucial to the quality and productivity of the plasma 

farms. 

I() 



Prcl)lcms and 

TTT 
..L ,J.. .L • 

isst.1es 

ISSUES AND PROBLEMS 

in the de-.: .. -e 101Jment 

could be identified as follows : 

3. 1. Inv'"estm.ent 

of 

Occasionally, Indonesia still need to import parent 

although the country is net exporter. 

needs relatively large capital 

limited e:--:perience l n prcdu.c ing n.,~~ 
l U.!. C Lines 

Vll Breeding Farm 

1.-• .-.T--_,_c,4.'.. c 

{PL). T~ 
J.. ti \ ..:... -;:::; ~-. 

promoting technological ir1 this case, in·v·iting fo:--eign 

enterprise or experts ~ould be the best ~ay to do. Th~ existing 

foreign enterprises could onl~ supply nbout 5 percent of FS needed 

by the industry. 

The government has been trying to encourage the development of 

private breeding forms by buying most of FS produced. The FS are 

distributed as credit to plasm farms which enroll in the nucleus-

plasma scheme. The government credit ho~ever, are channeled through 

the banks, such that only limited farmers have the access. For this 

reason, the plasma could not de"'·:·elop rapidl~~ as it is e:~pected, 

resulting in slow movement of other component business. Involving 

the private sector in developing plasma farms therefore, ~ith 

priv·ate banks, 1 ... ~otil d accelerate the de·v·elopment ot · the 



'• ;.----

Plasma Farm Development 

discussed before, the 

,., () 

the dey·elopment enterprise. On the other hand, 

individual enterprise depends on public funds Khich could be used 

T - ~ 1 1 
,, ..1.. ..L ..1., tend 

The larger enterprise by holding larger 

~---+--1 
LV.llL-.L V.J.... u \ c: .L 

in ... ,-e stment c re di t marl~e t ii1g chanr1e ls. This cotild lend to marl\:et 

liberalism, 

m-...,,+.. 
lllCO. l. • 

es pee ial l ~- ln case rapid demand fer broiler 

~any variables in the business could not be controlled by the 

government. However, thfcugh regulations ntlc le1J.s-pl asrrta scheme 

the go;,,-ernment lS ~- ....... ,. - -! ............... 
; __ J_ .:· J..lJ.5 to er:i.cottrage 

development of smalll1olders. T+ 
..I.. '- is understood that in order 

achieve this goal, improvements need to be made .,..,,... ............ - .............. --\.. v lll .J.. .11 J.. lll .L '- c 

exploitation of large 01::>eration on the smallholders. The 

Presidential Decree no ,., ,., 
.:... '- ' 1990 is one exainple of gov·ernment 

measure related to that issue. 

3.3. Raw material for Feed 

Feed accounts for 60-70 present of tctal production. High 

of feed has been the problems of smallholders, becat1se 

only large enterprises could utilize the economic 

,... - - +...... V.;:) L. 

that 
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the 01:;era t ion~ Rah· material of feed are corn, rice bran, so:v~bean 

meal and fish meal, which are still imported for various reason 

The ct1rrent situation on production and 

const1Inpt ion corn, soybean and fish meals, indicates that 

I n done s L1 "- i 11 st i. 11 face the prob 1 ems o f high cost of feed , at 

least in the next several years. 
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TV. CONCLUDING REMARKS 

1. The role of private sector in the ·de..,·elopment of poultry 

industry depends -0n the economic policy applied in the 

country. The broiler industry is considered as income source 

a:3 ;,·cl] as emplo;:ment opportunities, such that capital 

intens i ·;e ope rat ion (large scale) should not be al lowed to 

compete the labor intensive (smallholder), except for export 

product. The private large companies are allowed to produce 

the high technology inputs such as breeder-stock, feed, 

vaccine and medicines but not in meat production. 

0 
;.... . the private sector control the production and distribution 

production inputs, they are obliged to fulfill the social 

m i '."'> :-> ion t. o :\ :-: :-; i :-> t I.he drvclopmcnt of small farms. The 

government's role will be on the services especially the 

provision of cheap credit to smallholders. 
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MAL,\YSIA 

THE ROLE OF PRIVATE SECTOR IN AGRICULTURE 
DEVELOPMENT:IMPACT ANALYSIS AND POLICY ISSUES 

EXECUTIVE SUMMARY 

The private sector h~s been the ma~n driving force in the 

development of ccmmercial plantation tree crops since the 

nineteenth century. Large scale planting of rubber began i~ 

the early 1900s stimulated by nigh prices of rubber and 

encouraged by the colonial government through liberal 

alienation of suitable land,~for estates and intake of labour 

from South India. The successful cul ti vat ion of rubber for 

export on a large scale laid the foundation of modern 

plan~ation agriculture in Malaysia based on private 

entrepreneurship ~hich has developed th8 skill of plantation 

management, the capability to exploit the state-of-the-art 

technologies and the foresight to switch from one crop to 

another when the situation warrants, In 1990, estates 

accounted for 22 per cent of the total 1.5 million hectares 

under rubber, 47 per cent of the 2.0 million hectares under 

oil palm and 44 per of the 420,000 hectares under cocoa. 

Private 

contributed 

sector investments 

significantly to 

in 

the 

perennial .crops 

developmen.t of 

have 

the 

agricultural sector and the national economy. In 1950, over 

half of the national output, employment and export earnings 

was generated in the agricultural sector. Lately due to the 

industrialisation of the economy, the share of the 

agricultural sector in the economy has shown a declining 

trend. In 1990, agriculture accounted for 18.9 per cent of the 

gross domestic product, ~2 per cent of total exports and just 

under 30 per cent of the total labour force. While the slower 

growth of the agricultural sector relative to the other 
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sectors and as such the further reducti0n in its share can be 

taken as expected over time, the government is concerned over 

its ~apacity and resilience in future. 

Steps are being taken by the government to maintain and 

susta.in the major :i:-ole of the agricultural sector in the 

economy. Investment tax incentives such as pioneer status, 

investment tax allowa~ce, export allowailce, agriculture 

allowance, deduction for capital expenditure on approved 

agricultural projects are designed to promote g~eater private 

sector investments in the agricultural sector. Other tax 

incentives such as inc&nti ves for research and development and 

incentives for training are extended to the agricultural 

sector. Cheap financing facility such as the export credit 

refinancing scheme is provided by the Central 3ank to promote 

the export of agricultural products. 

The policies and programs of the government are able to 

attract substantial private sector investments to the agro

based industries such as the rubber-based industries, the palm 

oil-based industries and the wood-based industries but not so 

to the agricu:!.tural production industries except the poultry 

industry. Several factors hindered the expanded growth of the 

agricultural sector in the 1980s. At the macro level, 

government fiscal policies had attracted more private sector 

investments to the manufacturing sector than to the 

agricultural sector. The present tax incentives for the 

agricultural sector are rathE!.r limited in the coverage of 

eligible producers. At the micro level, rising product ion 

costs in particular due to labour shortages, higher production 

and marketing risk and lower returns in · agricultural 

production activities are important limiting factors to 

private sector investments in the agricultural sector. 

In view of labour shortages in the economy, it is 

recommended that the tax incentives for the agricultural 

sector be restructured to shift the focus from production per 

se to modernisation of the sector. Tax incentives should be 
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used to promote private sector investments in labour-saving 

technologies and technologies which raise land and labour 

productivities and farm efficiepcy~ 

v 



MALAYSIA 

THE ROLE OF PRIVATE SECTOR IN AGRICULTURE 

DEVELOPMENT : IMPACT ANALYSIS AND POLICY ISSUES 

1. INTRODUCTION 

The private sector has been the main driving force in the 

development of commercial plantation tree crops si!1ce the 

nineteenth century. The plantation indus~ry Legan in the m~d

nineteenth century, and involved primarily the growing of 

tapioca, gambler, pepper End coffee for export. Rubber 

attracted the interests of entrepreneurs in the early 1990s 

and its cultivation spread rapidly after 1900 because of high 

rubber prices generated by growing demand, mainly for 

pneumatic tyres and footwear. The colo~ial government 

encouraged the large-scale planting of rubber through liberal 

alienation of suitable land for estates and intake of labour 

from South India. As a result, by 1920 the total area under 

rubber reached 882,700 hectares, and it became the major 

single source of export revenue for the country {l). Since 

then, the planted area of rubber continued to expand rapidly. 

In 1960, rubber accounted for nearly 69 per cent of the 

estimated 2.3 million hectares of land under principal crops 

in Peninsular Malaysia. 

The successful cul ti V3tion of 

large scale laid the foundation 

rubber for export en a 

of modern plantation 

agriculture in Malaysia based on private entrepreneurship 

which has developed the skill of plantation management, the 

capability to exploit the state-of-the-art technologies and 

the foresight to switch from one crop to another when the 

situation warrants. To indicate the dynamism of the private 

sector, the plantations have been able to switch from coffee 
., 

and gambier to rubber and then to - oil palm and lately to 

cocoa. In 1963, estates accounted for 46 per cent of the total 
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of 1.7 million hectares under rubber in Peninsular MaJa~sia. 

By 1990, estates accounted for only 22 per cent of the total 

of 1. 5 million hectares under rubber. The decline is due 

mainly to diversification to other crops like oil palrr. and 

cocoa. In :990, estates accounted for 47 per cent of the 2.0 
; 

million hectares under oil palm, while the organised and 

unorganised smallholders accounted for the balance of 45 and 

8 per cent respectively. Planted area of cocoa on estate 

accounted for 44 per cent of total area of 420,000 hectar8s in 

1990. Malaysia is now a leading producer and exporter of 

natural rubber, palm oil, cocoa and pepper. 

Private 

contributed 

sector investments in 

significantly to the 

perennial crops have 

development of the 

agricultural sector and the national economy. In 1950, ever 

half of national output and employment was generated in the 

agricultural sector. Rubber output was slightly less than a 

third of gross domestic product{GDP). During the 1st and 2nd 

Malaysian Plan periods of 1966 to 1975, private investment in 

perennial crops, in particular oil palm, accounted for 19 per 

cent of the totaJ private investment of 10258 million ringgi t. 

Agricultural growth has improved the livelihoods of the 

majority of the people employed in the sector and has 

contributed substantially to the reduction of poverty. It has 

also been supporting the development of the other sectors, in 

particular manufacturing sector, by providing th~ resources as 

well as the market necessary for their expansion. Most 

important, the sector has been a major earner of foreign 

exchange, 21veraging about 55 per cent of merchandise export 

earnings in the 1960 to 1980 period. This impressive 

contribution has been a major reason why Malaysia has not 

suffered from lenghtly of pronounced balance of payment 

crisises. Hence it can be said that the high economic growth 

achieved in Malaysia u~ to 1980 has been due mainly to the 

impressive growth in agriculture, both directly as well as 

indirectly. 
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Lately due to industrialisation of 

the result of the deliberate ·policies 

the economy partly 

undertaken by the 

government, the share of the agricul tnral -sector in the 

economy has shown a decl~nipg trend. Agriculture, including 

liyestock, forestry and fishing accounted for 40.6 per cent of 

the GDP in 1960 but its contribution shrank progressively to 

32.1 per cent in 1970 to 22.9 per £ent in 1980 and 18.9 per 

cent in 1990. The share of total exports had fallen 

correspondingly dm;ing these three decades from 52 per cent to 

42 · per cent, 30 per cent and 22 per cent. Naturally, the 

proportion of employment in the agricultural sector has also· 

decreased, from vell over one half ~f total labour force to 

about 40 per cent in 1980 and just under 30 per cent in 1990. 

These declining trends are expected to continue in the future 

given the rapid growth of the manufacturing and services 

sectors. In 1987, the manufacturing sector by-passed the 

agricultural sector to assume the leading role in the economy, 

both in term of its contribution to GDP as well as its growt~1. 

While --the- slower growth of the a·gricul tural sector 

relative to other sectors and as such the further reduction in 

its share can be taken as expected over time, the government 

is concern about its capacity and resilience in the future. 

Thia paper will discuss some of the major policies and 

programs undertaken by the government to maintain and sustain 

the major role of agriculture in- the e.conomy within the 

context of industrialisation and privatisation. An effort is 

made to assess the respond of the private sector. to government 

policies and programs in the 1980s. Attempt will be made to 

identify some of the major policy constraints inhibiting 

private sector participation in the agriculturdl sector. The 

concluding remarks include recommendations on policy 

adjustments needed to enhance private sector-led growth in the 

agricultural sector. 
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2. REVIEW OF POLICIES AND PROGRAMS AFFECTING PRIVATE SECTOR 

IN AGRICULTURE 

In the 1980s, the government provided various types of 

incentives to attract private sector investments to the 

manufacturing, agricultural and tourism sectors. Howeve:i:-, 

several factors hindered the expanded growth of agricultural 

output in the.1980s. The agricultural sector was beset with 

problems. both at macro and micro levels. At the macro level, 

government fiscal policies had attracted more private sector 

investments to the manufacturing sector than to the 

agricultural sector. At the micro level, rising production 

costs in. particular due to labour shortages, higher production 

and marketing risk and the relatively lower returns of 

agricultural production activities were importcint limiting 

factors to private sector investments in the agricultural 

sector. 

2.1 Fiscal Policies 

Ta;,::ation is normally considered as a major instrument of 

government to generate revenrle~ However, when tax incentives 

and protective import duties were introduced in 1950s, 

taxation has become a to~l of economic fiscal policies to 

induce a great0:i:- and more rapid . flow of private sector 

investment to promoted industries. Taxation in Malaysia is 

neicher sector neutral nor enterprise neutral. 

2.1.1 Effective Rate of Protection {ERPf 

The effective rates of protection (ERP) calci.;lated for 15 

selected agriculture and non agriculture indust~ies are shown 

in Table 1. In general, the agricultural sector has a lower 

ERP when compared to the manufacturing sector. Heavy industry, 

wood-based industry, rubber products, plastic products, 

textiles and clothing enjoy higher ERP while agricultural 

products such as fisheries, dairy products, livestock, fi:'ui ts, 

V8getables and animal feed enjoy lower rates of protection. 

As the ERP indicates the amount by- which iocal value

added could be increased over and above the value-added of 
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simil~r imported products 

without jeopardising its 

competitiveness in the local 

market, it is therefore also 

indicative of the amount by 

which the price of a locally 

manufactured product could be 

increased in the local market 

over the price of similar 

imports. on· this 

~nderstanding the finding of 

a generally lower ERP tor the 

agricultural sector as 

compared to the manufacturing 

sector means that on an 

inter-industry comparison 

Table 1: ERP For Selected Industries 

fl 
~l'~~~In_d_us_t_ry~~~~-~~~-E_RP_%---ili 
I Ii!, fisheries 0.2 

I 2 Dairy products 2. 7 j) 

3 Veg/fruits 8.5 I! 
4 Livestock 12.0 I 

I 5 Animal fee<J 15.0 I! 
Ii 6 Confectionery 24.0 Ii 

7 Other foods 2.0 ~ 

I 10 
11 
12 
13 
B 

I' 
Other agric. 15.G 11 

,I 
'1'-:xtiles 26.0 ~ 
Clothing 24. 0 I 
Furniture ~2.0 I 
~ubber produ~ts 29.0 1 

Plastic 26.u 
Elec. gachinery 15.C 

basis, the possibility of making a higher return to investment 

lies in the latter. This is a significant factor to note, as 

it implies that the present tariff structure has placed the 

manufacturing sector on the higher scale of economic 

viability, and therefore has created a bias to generally 

encourage the flow of investment and resources towards this 

sector. 

2.1.2 Export Incentives Ufider Customs and Sales Tax 
Acts. :-=··\·~--

2.1.2.1 CUSTOMS ACT, 1967 

Under Section 99 of the Customs Act, drawback of import 
duty and surtax is graPted in respect of all goods that 

are used as a part or an ingredient in the manufacture of 

finished export products . 

. t 

2.1.2.2 SALE;$ TAX ACT, 1972 

Exemption from sales tax on export of taxable goods or 
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drawback of sal€s tax is allowed under the Sales Tax Act, 

1972. The purpose of granting exempt~on and drawback of 

duties and taxes on exports is to provide relief from the 

burden of local taxes and duties, thereby enabling the 

exporters to offer competitive prices. 

2.1.3 Investment Tax Incentives 

One of the major tools used by the government to 

encourage private sector investment in selected industries is 

the provision of tax incentives. The principal legislations 

that govern the granting of tax incentives for promoted 

prodccts/activities 2re the Promotion of Investments Act 1986 

and the Income Tax Act 1967. 

The tax incentives are basically provisions for total or 

partial relief from income tax. Under the existing 

incentives, within the ambit of these legislations, any 

'commercial undertakings' can qualify for the incentives. In 

short, the incentives available to all other industries, are 

generally also available to promoted commercial agricultural 

and agro-based activities. 

2.1.3.1 Promotion Of Investments Act, 1986 {PIA) 

The Promotion of Investments Act 1986 (PIA) was gazetted 

on 15th May 1986 and is deemed to have come into force on 

the 1st January 1986 and shall have effect for the year 

of assessment 1987 and subsequent years of assessment. 

Wl1ere approval in respect of any application, ;..-J:-iether 

made before or after the cornmencemen t of this Act, is 

granted under this Act respectively from a date prior to 

the 1st January 1986, this Act shall have effect from 

such date. 

Under this Act, the Minister of International Trade and 

Industry shall from time to time determine the list of 

promoted activities or promoted products. 

Under Gazette Kotifica t ion No: P. U. (.:\} 391 dated 13th 

6 
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November 198E, all agricul t:".ural production activi t:::.t-s 

except f0r the planting of rubber, oil palm and coco~ut 

have been gazetted as promoted products or promoted 

ac i..:i vi ties. Recently the list of promoted agricultural 

activitiRs was amended and the amended list is shown in 

Appendix 1. 

(!) PIONEER STATUS 
One major incer..tive under the PIA is Pioneer Status. 

Section 5 of the PIA provides for application of Pioneer 

Status. Sub-section {1} of the section states that: 

"Any company or person proposing to register a 

company, being desirous of establishing or 

12articipa ting in a promoted activity or of 

producing a promoted product and intending that a 

factory be constructed, or where the factory is 

already in existence, be occupied in Malaysia for 

that purpose, may wake an application in writing to 

the Minister for Pioneer Status, or for Pioneer 

Status to be given when the proposed company has 

been registered, in relation to that activity or 

product and that factory." 

Once a company has been granted Pioneer Status it shall 

within 6 months of the date of approval or such extended 

pe::Liod as the Minister may allow request for a Pioneer 

C~rtificate. In so doing, the company should indicate 

the date on which the project commences the production of 

the promoted product in marketable quantities and the 

rate of production. This will entitle the company to 

five years of partial tax relief irrespective of the 

level of investment commencing from production day. 

Comoanies will be levied tax of about 10 per cent on 

their ~rofits, by way of a~ abatement of 70 per cent of 

their statutory income for 5 years with the balance of 30 
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pE;r cent of tha;::. s ta tu tory income being taxed at the 

current corporate tax rate. 

Strategic projects of national importance such as those 

with heavy capital investment and high technology which 

can generate extensive linkages and have a significant 

impact on the economy can be considered for 100 per cent 

tax exemption on a case-by-case basis. 

Section 13 of the Act allows for companigs as well as 

agro-based co-operativ~ societies, Area Farmers' 

Associations, Etate Far~ers' Associations, Area 

Fishermen's Associations, State Fishermen's Associations, 

sole proprietorships, partnerships, or 

solely engaged in ag~icul ture to apply 

Status. 

(II) INVESTMENT TAX ALLOWANCE (ITA) 

associatio:r..s 

for Pioneer 

The Investment Tax Allowance (ITA) is an alternative to 

the Pioneer Status and is designed to cater for projects 

which have large capital investment and long gestation 

period. 

ITA is an allowance given to be set off against the 

statutory income. The allo~ance given is 60 per cent of 

qualifying capital expenditure. The qualifying capital 

expenditure must be incurred within 5 years from the date 

of approved of the ITA. The amount of ITA to be abated 

for e~ch assessment year will be limited to a Daximum o~ 

70 per cent of the statutory income. 

When the ITA is given to a company for a year of 

assessment, so much of the statutory income of the 

company for the basis period for that year as is equal to 

the amount of the allowance shall be exempted from tax 

for that year of assessment. 

When income for the year is insufficient to off set the 

allowance which the company is entitled to, then, so much 

of the allowance in question that cannot be given for the 
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year, shall be deemed to be an allowance to be given to 

the company· for the first subsequent year of assessment 

for which there is statutory income from that business, 

lind so on for subsequent years of assessment until the 

company has offset against profits the whole of the 

allowance to which it is entitled. 

To assist agricurtural projects to enjoy greater 

be:;-iefi ts, the Government has broadened the def ini ti on for 

qualifying capital expenditure to include the following: 

(a) the clearing and preparation of land; 

(b) the planting of crops; 

{c} the provision cf irrigation or drainage 

systems; 

{d) the provision of plant and machinery used in 

Malaysia for the purposes of crop cultivation, 

animal farming, aquacult~re, inland or 

deep-· sea fishing and other agricultural or 

pastoral pursuits; 

{e) the construction of access roads including 

bridges; 

{f) the construction or purchase of buildings 

(including those provided for the welfare of 

persons 

persons) 

or other 

or as living accommodation for 

and structural imp!ovements on land 

structures which are used for the 

purposes of crop cultivation, animal farming, 

aquaculture, inland fishing. and other 

agricultural or pastoral pursuits, and 

(g) provided that for the purposes of paragraphs 

{e) and (f) such roads r bridges t buildings r 

structural improvements on land and other 

structures are on land forming part of the 

land used for the purpose of · such crop 

cultivation, animal 

inland fishing and 

9 
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pastoral pursuits. 

As mentioned earlier as in the case of Pioneer Status, 

the definition of companies also includes sole 

proprietorships, partners~1i9s, and relevant associations. 

In view of the time ~ag between start up of the 

agricultural project and processing of the produce, 

integrated agricultural projects are eligible for ITA for 

a~other period of five years for expenditure incurred for 

their manufacturing. 

(IIJ} EXPORT ALLOWANCE 

The incentive is provided under secticn 39 of the 

Promotion of Investments Act 1986. 

The export allowance incentive is avail3ble to: 

(a.) resident agricultural cum exporting ccrnpanies, 

agro-based co-operative societies, 

associations, sole proprietorship, and 

partnerships which are solely engaged in the 

production and export of agricultural produce; 

and 

(b) resident trading cum exporLing companies ~hich 

are engaged in trading and exporting of 

agricultural produce and/or products which are 

manufactured 

Malaysia. 

by local manuf ac-;::urers in 

Trading company refer to company whose primary activity 

is the trade in and exporting of agricultural ~roduce or 

manuf ;.1ctured products which are purchased frorn farm 

producers or manufacturers in Malaysia. 

As the export allowance is intended to be an extension of 

Pioneer Status or ITA, it is not given to companies 

granted Pioneer Certificate, labour utilization relief, 

locational incentives and jnvestment tax credit under the 

repealed Investment Incentive~ Act 1968 or those granted 

Pioneer Status, Pioneer Certificates and Invest~ent Tax 
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Allowance for any promoted activity or promoted product 

under th~ Promotion of Investments Act 1986 until the 

expiration of the said incentives under the respective 

laws. It is also not given to companies which have 

already been given an abatement of income for exports in 

respect of the same product. 

The list of agrft:ul tural produce eligible for export 

allowance will be determined from time to time by the 

Minister of International Trade and Industry and will be 

published by Statutory Order in the Gazette. The current 

list of agricultural produce eligible for export 

allowance is shown in Appendix 2. 

The Export Allowance is 5% ~f the gross income derived 

from export. Gross income is the FOB value of the 

agricultural produce or products manufactured in Malaysia 

that are exported. With effect from the year of 

assessment 1994 for exports beginning from 1.1.1993 the 

rate of export allowance will be reduced to 3 per cent. 

For the year of assessment 1995 for exports beginning 

from 1.1.1994 this incentive will be abolished. 

(IV) ABATEMENT OF INCOME FOR EXPORTS 

The incentive is provided under Section 36 of the 

Promotion of Investments Act 1986. 

The incentive is available to all resident manufacturing 

cum exporting companies. To be eligible for the 

incentives, manufacturing companies must either export 

directly or through an agent (one to whom the title of 

the goods do not pass) products which are manufactured by 

them in Malaysia. Companies which sell their 

manufactured products to an intermediary selling agent, 
including a trading company or another manufacturing 

company, which subsequently export the products, will not 

qualify for the abatement. 

The abatement is not given to manufacturing compa~ies 
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granted Pioneer Certifica~e, labour utilization relief, 

locational incentives and investment tax credit under the 

repealed Investment Incentives Act 1968 or those granted 

Pioneer Status, Pioneer Certificates and Investffient Tax 

Allei:w.ance_fpr any promoted activity or promoted procuct 

under the Prom6tion of Investments Act 19e6 until the 

expiration of the said incentives under the respective 

laws. 

The abatement of statutory income is based on a rate of 

abatement which is equivalent to 50% of export sales as 

bears total sales, or exp~essed in the following formula: 

Export Sales x 50% = Rate of Abatement 

Total Sales 

Total sales is the aggregate of export sales and domestic 

sales. Export sales is taken 2t FOB value whilst the 

domestic sale is per audited account. The abatement of 

statutory income is arrived at by multiplying the 

statutory income by the rate of abatement. 

With effect from the year of ass2s3ment 1994 for exports 

beginning from 1.1.1993, the rate of abatement of income 

for export will be reduced as calculated below:-

Rate of abatement ~J92ort Sales X 25% 

Total Sales 

For the year of asses~men~ 1995 for exports beginning 

from 1.1.1994 this incentive will be abolished. 

(V} DEDUCTION FOR PROMOTIO~-T OF EXPORTS 

The incentive is provided under section 41 of the 

Promotion of Investments Act 1986. 

The incentive is avaj lable to all resident manufacturing, 

trading and agricultural companies in respect of approved 
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outgoings Rnd expenses which are incurred primarily and 

principally for the purpose of seeking opportunities, or 

in creating or increasing a demand for the export of 

goods or agricultural produce produced in Malaysia. 

Pioneer companies are also eligible for the deduction 

except that no deduction will be made during the tax 

relief period. The deductions i~stead, will be 

accumulated and allowed against ~he adjusted income of 

the post-pioneer business immediately after the end of 

the tax relief period. 

Companies approved by the Minister of International .Trade 

and Industry are also allowed double deductions iri 

respect of certain expenses incurred for participation in 

approved international trade fairs held in Malaysia. 

2.1.3.2 INCOME TAX ACT 1967 (AUENDED 1986) 

The Income Tax Act provides several incentives for· 

agricultural activities and agro-based industries. Some 

of the incentives in this Act relevant to the 

agricultural sector are: 

(I) AGRICULTURE ALLOWANCE 

Under the Agriculture Allowance, certain capital 

expenditure incurred in agricultural activities will be 

eligible for deduction as fellows: 

(a) expenditure incurred on the 

preparation of land, planting 

construction of roacis for 

clearing 

of crops 

purposes 

and 

and 

of 

agriculture is eligible for a yearly allowance 

of 50% of the expenditure incurred; 

(b} expenditure incurred on construction of a 

building for the welfare of persons or living 

accommodation for a person can be written off 

'at a rate of 20% per annum; and 

(c) expenditure incurred on the construction of 
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2ny othe::::- buildin-;r us2C:: for the purposes of 

working the farm can be written off over a 

period of 10 years, that is at the rate of 10% 

per annum. 

(II} DEDUCTION FOR CAPITAL EXPENDITURE 

ON APPROVED AGRICULTURAL PROJECTS 

In 1989, the Governrn-:?nt introduced 2nother incentive 

called 'Capital Expenditure On Approved Agricutlural 

~rejects' under schedule 4A of the !ncome Tax Act 1967 to 

allow a person carrying on an approved agricultural 

project to elect so that tte qualifying capital 

expenditure incurred by him in respect of that project is 

deducted from his aggregate income, including income from 

other sources. Where he so elects, he will not be 

entitled to any capital allowance or agricultural 

allowance on that same capital expenditure. The 

qualifying capi t;_:i_l expenditure eligible for deduction for 

purposes of this incentive are as follo~s: 

(a) the clearing and preparation of land; 

(b) the planting {but not replanting} of a crop 

relating to an approved agricultural project; 

(c) the construction on a farm of a road or 

bridge; 

(d) the construction on a farm of a building used 

for the purposes of an approved agricultural 

project ~hich is carried out on that farm or 

the construction en that farm of building 

provided for the ~elfare and accommodation of 

persons employed in that project and which, if 

that project ceased to be carried out, is 

likely to be of little or no value to any 

person except in connection ~ith the ~orking 

of another farm; and 

(e) the construction of a pond or the installation 
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of an irrigation or drainage system which is 

used for the purposes of an approved 

agricultural project. 

Approved agricultural project means an ~gricultural 

project approved by the Minister of Finance. Only 

qualifying capital expenditure incurred within a specific 

time frame and in respect of c:. farm -cultivating and 

utilising o. specified minimum hectarage for each approved 

project as stipulated by the Minister of Finance will 

qualify (Refer Appendix 3). The incentive is available 

f-.:om year o;: assessJT!ent 1989. This incentive is not 

given to companies granted Pioneer Certificate, labour 

utilization relief, locational incentives and inveatment 

tax credit under the repealed Investmant Incentives Act 

1968 or those granted Pioneer Status, Pioneer 

Certificates and Investment Tax Allowance for any 

promoted acti ·.Ti ty er promoted product under the Promotion 

of Investments Act 1986 until the expiration of the said 

incentives under the respective laws. 

Where there is insufficient aggregate income for the 

qualifying farm, expendi tu.ce to be deducted from the 

unabsorbed expenditure will be carried forward to 

subsequent years of assessment. 

(III) REINVESTMENT ALLOWANCE 

This incentive is only available to manufacturing 

projects including agricultural processing ~nd integrated 

agricultural project. The incentive was introduced in 

1979. Existing companies engaged in expansion of 

production capacity, modernisation of production 

facilities and diversification into related products are 

eligible to apply for the incentive. The ~ate o~ 

reinvestment allowance is 40 per cent on capital 
· l 

expenditure of plant, machinery and industrial building 

incurred by large companies and 50 per cent tor capital 
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2xpenditure incurred hy !"Mall scale companies (companies 

with shareholders' fund of $500,000 and below). It is 

deductible from adjusted income. This incentive is 

available to companies until 31.12.1995. 

(IV} INCENTIVES FOR RESEARCH AND DEVELOPMENT 

The _following incentives are available to encourage R&D 

in ind us try: , 

(a) Expenses oi a revenue nature incurred by a 

person on scientific research related to his 

busicess and directly undertaken by him or on 

his behalf is eligible for a single deduction. 

Revenue expenditure incurred for research 

approved by the Minister of Finance is 

eligible for double deduction. 

(b} Industrial Building Allowance in the form of 

an ini t:i. al allowance cf lO?a and an annual 

allowance of 2% is available for building used 

for purposes of approved research 

notwithstanding that the research is not 

related to that business. 

(c) Plant and machinery used for purposes of 

approved research are eligible for capital 

allo~ances, notwithstanding that the research 

is net related to that business. 

(d} Double deduction for cash contribution made to 

approved research institutions. 

(o) Double deduction for revenue exp€nditure 

iricurred for the use of facilities and 

services of 3pproved research companies or 

institutions. 

(f) R&D companies apr;roved by the Minister of 

Finance are given the following incentives: 

{i) a tax holiday fo~ a period of 5 years; 

(ii} tax exempt dividends; and 

-i,.. 
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(iii) carry for~ard of accumulated losses 

sustained during the tax relief period to 

the post-tax relief period. 

These incentives is also extended to ne~ technology-based 

firms. 

(V) JNCENTIVE FOR TRAININQ 

Training expenses billed by approved training 
ins~itutlons will be eligible for double deductions. 

(VI) INDUSTRIAL BClLDING ALLOWANCE 

Approved buildings used as warehouses and as bulk storage 
installations used for storing good3 for export are 
eligible for the Industrial Building Allowance consisting 
of an initial allowance of 10% and an annual allowance of 

2%. 

(VII) DOUBLE DEDUCTION FOR EXPORT 

CREDIT INSURANCE PREMIUM 

To encourage exporters to penetrate into non-traditional 
markets r premium payments on export credit insurance r 

insured with a company approved by the Ministry of 
Finance, are eligible for double deductions. This is 
with effect from year of asessment 1986. 

2.2. EXPORT CREDIT REFINANCING 

SCHEME OF BANK NEGARA {ECR) 

The Export. Credit Refinancing Scheme (ECR) was started as 
early as 1977 and it was desjgned specifically to meet 
the needs of exporters for finance. Bank Negara operates 
two types of refinancing facilities. 

(a) Post-Shipment Refinancing (introduced in 
January 1977) to enable exporters to obtain 

immediate funds upon shipment of eligible 
goods which are sold on credit terms; and 
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(b) Pre-shipment ~efinanci~g {introduced in March 

1979) to provide working capital to exporters 

and/or manufacturers for the production of 

eligible goods for exports. 

Coverage of goods under the scheme for both facilities is 

determined by a negative list. Any product not included 

in the list is eligible for refinancing. Almost all 

agricultural ~roducts are not included in the negative 

list. 

·The main features of the ECR scheme are given in Appendix 

4. 

3. THE PRIVATE SECTOR IN AGRICULTURE DEVEliOPMENT : 

ROLE AND IMPACT ANALYSIS 

As regards tax incentives, the manufacturing sector 

enjoys the follo¥ing incentives which are not extended to the 

agricultural sector. 

(i) The Abatement of Adjusted Income. For export-based 

manufacturing companies, the Abatement of Adjusted 

Income is very attractive (maximum 50% for a 

co~pany which export 100% of its products~ whereas 

for export-based agricultural production companies, 

the Export Allowance i-s only 5% of FOR value of 

export sales. 

(ii) Existing manufact~ring companies engaged in 

expansion of production capacity, modernisation of 

production facilities and diversification into 

rslated products are eligible to apply for the 

reinve:-ar:ment allowance. This incentive is given in 

the form of an allowance of 40% of the capital 

expenditure 

building. 

In general, the 

manufacturing sector. 

on plant, machinery and factory 

present tax incentives 'fa\our,' the 

The preferential tax treatment of the 

rnanuf acturiHg sector means that the tax b'-lrden . of the 
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manufacturing sector is reduced relative to that of the 
agricu:tural ~Actor. The manufacturing sector's welfare, as 
measured by the change in economic surplus, may be increased 

if its tax burden is reduced and the aggregate sectoral supply 
curve shifts outward. For the manufacturing industries 
relative to other industries, we expect that because of the 

_implied decreased ~ost cf investment, the amount of capital 

available to the sector will be incre_ased relative to other 

sectors.of the economy. In the longer ~erm, the preferential 

tax treatment of the rnanuf acturing sector may n~duce the 

incentive for investment in agriculture, ultimately shifting 

the agricultural sector supply curve inward. 

We still do not know to what extent the various 

investment incentives affect the flow of investment ringgit 
into various sectors of the economy. Investors respond to 

many factors in their investmant decisions. The only 
indication of the respond of private sector investors to 

investment incentives is the number of project approval issued 

by the Malaysian Industrial Development Authority (MIDA) as 

shown in Table 2. 

The figures in Table 2 indicate that the favourable 
investment climate, liberal foreign investment policies, 

attractive tax incentives and higher effective rates of 
protection have positive impacts on investment flow into the 
manufacturing sector. The growth in investment in the 

manufacturing sP.ctor accelerated significantly during thE 

Fifth Malaysia Plan period with proposed capital investment in 
approved manufactur{ng projects expanding by more than five 
fold. Manufacturing output expanded significantly during the 
Fifth Plan period. Valued·added in the sector registered a 
remarkable rate of growth of 13.9% per ar.num ( 5 ) . With this 
rapid expansion, the sector's share in GDP rose from 19.7% in 
1985 to 27% in 1990 surpassing that of the agricultural sector 
since 1987. 

While private sector investors responded positively in 
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the manufacturing sector, :.his was not so in tl;e agricul-=.ure 

sector. The private sector proposed capital investment in 

agricultural production projects approved with tax incentives 

increased from $70 million in ~986 to $440 mi~lion in 1988 but 

declined to $110 million in 1990. The significant increase in 

proposed capital ~nvestment in 1936 could be due to factors 

such as the lack of investment opportunities in other sectors 

of the economy during recession and the ~rovision of land at 

low premium by State Governments in 1986, 1987 and 1988. The 

total.proposed capital in~estrnent in agricultural produc~ion 

projects is only 1.66% of total proposed capital investment i~ 

manufacturing projects during the Fifth Plan period. Cne may 

conclude from the figures that given th8 preferential tax 

treatment in the manufacturing sector, the aqricul tural sector 

has become a less attractive sector to private sector 

investors. 

TABLR 2: PROJECTS APPROVED BY '!'HE MALAYSIH JllDUSTRIAL DEVELOP!IEIT !U'filORITY (1986-1990) 

F ! !!~r.ufacturing Sec to: ~~(rel Pr11rluctior 
I: -1 

~ rl Propc.oe: Capi:~~ ?roposed Capital 
ff Year !lo. } .. v-:.Et:rE:r..: t•' Investll!en t ii .1 .... . ---

~ 
f' : : : ~ i (:~. lS billio::i Ii 

1986 281 ; '· :f 0.07 "" 11 
j, 

198 7 239 : -: ·: 0 .11 ii w 

H 
Ii 
'I 1988 712 ~. J -- 0. ~ 4 f. ., 
I! 

ff 1989 784 
, .. ,., 

it.24 .i. (.. .. (. ·-
~ 
~ 1990 906 t.: . .:. .. 0.1U .. t 

--· ,_~~--.:::=:;' ______ ; ___ --- - ~-...._..it 

r~.~.ili 
~;;:nufact~ring Sector: inc1udes fovG ;:-c~Bssir,;. beverag?s. ;:.:~ o:l ;:r(::.~::, n:bb;:r w:ducts <:r:'. ;;e;::;d 

l:~ricui n:ral 
Production Sector : includes integra:e~ agric~:tural pro:;::? :~~ ex~1~~~~ ~~bber, oil palR a~~ c~~o~~~ 

culcivatio~, an~ ~oJ3 ;:~::ssing 

Ever though the inves~ment climate of :he agricultural 

sector is compar~tively un~avourat:8, certain industries in 

the sector and the agro-b.::sed 
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i'1dus try, the rubber products indu~ try, t:he pc: :::.rn oil produc-::.s 

industry and· timber indus~ry have s!1own significant g.::-o;.:th as 

a result of substantial private sector investments in these 

industries. 

3.l Growth Of The Poultry Industry 

The poultry industry in Peninsular Malaysia has evolved 
" backyard tndustry to a highly frou1 an insignificanr. 

.o· 

indnstrialised one today. Significant.· structural change has 

occured irt the 'last 5 years. 

During t~e niPeteep twenties and thirties, poultry 

rearing '°~as mainly confined to small backyard operations. The 

local kampong fowl was widely reared for self-consumption with 

an occassional supply beir.g available for sale. It was 

reported just before the Second World War, the poultry 

industr::i: was esst!ntially a backyard one. with the country 

importing over 55 million eggs and 1 million live poultry 

annually to meet the country's requirement. 

In the 1940s and 19 50s disease prevention and 

therapeutics was introduced by the Department of Veterinary 

Services especially in the control of Ranikhet {or Newcastle) 

diseases. Free vaccinations were carried out and by early 

1950s with the control of the Ranikhet disease, large farms 

began to be established. The trend towards commercial 

production was initiated. Better strains of poultry were 

imported and by the lat9 fifties several la!:"ge commercial 

farms were established and specialisation of poultry farms 

began to take place. 

To induce further growth of the industry, import tariff 

was introduced in 1961 and the Animal Rules was implemented by 

the Department of Veterinary Services in 1962. The ~rotective 

measures effectively help to build up the poultry industry. 

The first of the commercial feed mills was estarlished in the 
I 

early sixties and was producing balanced rations for poultry 

and pigs and thus contributing further to the development of 
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t:-ie industr:y. 

The Government introduced investment incentives in 1985 

L.o promote greater industrialisation of the industry. An 

aggressive campaign was carried out by the Ministry of 

_;l...gricul ture to p:comote integrated poultry enterprises and 

contract farming system during the recession years of 1986 to 

1988. With the encouragement provided by the Government, the 

first grandparent stock farm was established in 1989 by a 

foreign investor followed by another farm by a local investor 

in 19~0. Five modern poultry processing plants w~th a totaJ 

processing capacity of about 100, 000 birds per day were 

established during the last 6 years and a 'further processing' 

plant was established in 1991. The total approved private 

sector capita1 investment in the poultry industry between 1987 

to 1990 was 105 million ringgit. 

With the help of TABLE 3: POUL'iRY KEAT Hi PEIIHSU1AR !!ALHSI! 

Government 

poultry 

through a 

policies, 

industry 

the 

passed 

period of steady 

expansion in the sixties and 

seventies and an accelerated 

expansion iP- the eighties. 

Poultry meat production 

increased from 21 r 300 tonnes 

ir:i 1960 to 314, 000 tonnes in 

1990 (Tahls ~ \ 
.5 .1 ; an increase of 

1, 37 4% over the 30 years 

pe:tiO<i"l. Wh:i. li:~ the expansion of 

poultry meat production was 

1lRon·vcmr11u no•l<!iJY.pmro"' S"' t' I .. \ .i •}1' I_. ft~·"-.!. J l il 0L1 : -

{I OOOTONNE} ( 'OOOT)l-ili~) SUPFlCIB!iCY ~ 
i; 195G 21. 3 23.C 0) It 
c.M" o.c ·J ~ l\ ~5 ~ g l 1Gj ~.1. !,.i 

100 ~ ::1 c1n 51. 0 ~!. D I'.·' ... 
10(j !! . 1 C'1; S3.0 9:.r: ~ - • I J !J ;: . c'" 114. 5 l;; . 2 

1~~ 11 

~ l.: eu 
~ 1 ~?. ~ 2?.1. 4 21Z.?. \ .... .1..:..t .. 
~]936 248.B 23L l l 06 .; 
fin? 271.2 - 242.B .. l Ii 

, 1 : w 

h CRB 301. 0 253.0 '""I i .!. '; 1, I' - ...... ' 

l 2 5 ~ ~ 19 b~ 326. 7 2 ~ l . Ci 

; 1990 3H.O 6H.tl 1H~ 
=*"N·· 

SOU?.CE: DVS,i951. 

steady from !960 to 1980 with an average addition cf about 

23, 300 tonnes every 5 years, the eighties registered an 

addition of about 200,000 tcnnes. Egg production showed 

similar growth pattern. Production of eggs increased by 2,160% 

from 20~ million eggs in 1960 to.4,700 million eggs in 1990 

(Tab.le 1.i) • Th<S expansion of egg production was steady in the 
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sixties and seventies acding o.n extra 2, 10 3 mi 11 io:1 eggs over 

the 20 years period \.:hereas in the sigh ties the additional 

production was 2,389 million eggs. 

Total consumption of 'nBLE ~: EGG~ IH P!Sllil!SOL!R MALAYSIA 

poultry meat and eggs followed 

closely the growth trends of 

production given the import 
Ii YEhR 
II 

I 
l 
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restriction of poultry 58 .1 t 1960 2J8 ; =. t' 
...... 1 ... 

products. Exportable surpl~s 

appeared in the mid 1980s. In 
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mainly to Singapore. 
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TABLE 5:POotTRY IR 
PEIIISULAR KALAYSIA 

'

YEAR j PER CAPITJ, : 
t CONSUMPTION . 

i 

I MEAT EGGS 
t KG NOS 

196u i 3.4 od 
~1965 I 5.2 107 ! 
;19?0 i 6.91 i27 

9.3 190 I 
210 I 

,1986 I 1'i. 6 l 2~3 

· 1 S87 I 17.9 252 
· 19se I i8.2 243 I 

1989 I 18.3 24S 
11990 i H.8 292 
SOURCE: DVS, 1991 

Poultry 

h a 

meat 

s 

increasingly 

0 

SOiJRCE: 

4700 ~267 110.2 ' 
DVS,1991 

become a cheaper source of protein in 

comparison to beef, mutton and pork (Figure 

1). Retail prices of poultry products, 

corrected for inflation, have declined since 

1970 {Figure 2 and 3). This together with the 

effect of higher income have encouraged the 

rapid gro\..'th in per capita consumption of 

pou.l try meat and eggs over the last three 

decades. Estimated per capita consumption of 

poultry meat increased by 453% from 3.4 kg in 

1960 to 18.8 kg in 1990) and per capita 

consumption 

of eggs increased by 387% from 60 eggs in 

1960 to 292 eggs in 1990 (Table 5). 

The above growth trend in production and the declining 

trend in real prices could easily be taken as evidence that 

the priva~e sector is efficient and has the capacity to meet 

future domestic demands. These trends suggest that growth in 
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Figure 1 Ratio Of Retail Prices Of Livestock Meat . ..::..9ainst Broiler Chicken 
'.1980 = 100) 
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Source Ministry Of Agriculture. 1992 

Figure 2: Retai1 & Reat Prices Of Broiler Chicken 
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productivity has neen rno::::-e than able to compensate for ~he 

rapid gro~th in demand. 

3.2 Growth of the Rubber-based ~ndustries 

The progress of rubber-based industries has so far been 

encouraging. This is due to the obvious advantage of being tne 

leading producer cf n3tural rubber as well as the effect of 

Government incentives. 

In 1981 there here 240 establ::.shments in the rubber 

products ind us try, comprising 1 7 tyre and tube makers, 26 

latex product processors and 19 footwear makers. Others 

specialised in industrial and commercial goods such ai hoses 

and belting. Employment ~as provided for nearly 31,000 

workers. 69,000 tonnes of rubber ~ere used and value-added of 

the industry amounted to ~99 million ringgit. 

In 1989 tl1ere were 305 establishments in the rubber 

products industry. Of these, 237 were in prod~ction with 140 

being latex goods manufacturers, mostly making gl0ves (Table 

6). Domestic u~ilisat:ion in 1989 totalled 150,970 tonnes and 

value-added of the industry amo~nted to 1331 million ringgit. 

Total export of rubber products amounted to 1280 million 

ringgit. Employment was provided for nearly 53,000 workers. 

TABLE 6: RUBBER PRODUCTS IKDUSTRY 
Ii Product NO. o: l'.c. Rubber Rubber 

tt 
II ~n 

~ I :iv. -i! Sector Es t.;blish!!Eii t F:oduct1on Consumption- Consu~ption-I! 

Ii 
( ~ ~89 i (198~) ':'onnes (1989) ':'onnes (19901 ~ 

Tyres 5 29,049 32,400 I ,, 

l Latex goods 205 140 78,814 99,200 
r. 
Ii 

Genera} 55 ~ i; 25,806 3e,soo r: .J.J 

I 11 rubber gocdE 
I; I' 

I' i~dustrial 23 ~2 10,944 12,200 t~ 
Ii 
!i rubber good:: 

root11e2:- 17 l? 5' 357 6,700 

T0tal 3 0 ~· ... "I.-: 150,970 1f l, 000 t..:.•i 

Source: Malaysian ~ubber Researct A~d Develc~~e~t Eoar~. 1~5~ a~d Ministry Of ~r1~ary Industry, 1992. 
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The :ralaysian rubber-based ir.dustriss are expected to 

continue to grow in the future. With tbe coming into 

production of four new latex thread plants and one sizeable 

tyre factory, rubber usage by che indus"t.ries are expected to 

reach 240,000 tonnes in 1992 ~hich is near to the figure of 

300,000 tonnes targeted under the Industrial Master Plan for 

the year 2000. 

3.3 Growth of the Palm Oil-based Induatries 

·With the growth in palm oil refining and processing aft.ar 

1974, a shift in the export structure of palm oil has occurred 

(Table 7}. Today, refined palm oil products acccunt for about 

99 per cent pf total palm oil exports from the country. To 

promote further development of the industry, only 

oleochemicals and their derivatives, margarine, va:'.1aspa ti, 

shortening and other manufactured fat products are designated 

as priol'.'ity products which are eligible for tax incentives. 

In 1989. there \·:ere fi va oleochernical plants with a total 

capacity of approximately 283, 000 tonnes palm oil intake a 

year for the production of fatty acid, methyl est.ers and 

glycerine. Recently another 2 oleochemical plants came into 

operation with a total capacity of' 106, 200 tonnes of palm 

kernel oil · intake p'er annum for the production of fatty 

alcohol. Unde:c the Industrial Master Pl"an, the production 

target set for the oleochemical sector is 750, 000 tonnes 

intake in 1995 to produce downstream products. Most of these 

oleochemical plants are undertaken -.,.;i th multinational 

interests. With the progressive development of the 

ol-eochemical industry, Malaysia is now recognised as a gr_<?wing 

t.:?:1tre for the production and supply of oleochemical products. 
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TA!.lLE 7: E~PORT OF PALM OIL HD PJ..LM OIL PRODUCTS 
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I I , i I ' " l I ~ ~:~~~ l 200 69 I 735 i 203 I 963 256 1052 251 
I I ! 

I ! j I I Cake I ' I I 

I I 
i ' Total 2750 2982 5809 I 3937 I 5858 4rn5 6030 5460 I I 

Export r 
i f : I I i 

So~rce: Departffient of Stat1st:cs ano Palff 011 Reg1strat1on and L1cens1ng Authority,1991. 

3.4 Growth of the Wood-Based Industries 

The wood-based industries are poised for rapid rates of 

growth due to ~he tremendous respond from the private sector 

to invest in the industry (Table 8) . The private sector 

proposed capita] investment in approved wood, ·wood products, 

furniture and fixtures projects for the period 1985 to 1990 

amounted to 4681 million ringgit, the highest among the agro

based industries. 

The forestry and timber sector provides employment 

opportunities to about 177,000 people in 1989. Employment is 

made up of 72,000 in logging, 51,000 in sawmilling, 23,000 in 

plywood/veener and 31,000 in moulding and other timber 
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processing mills. 

TABLE 8 : PRIVATE SECTOR PROPOSED CAPITAL IJVESTMEKT IN AGRO-BASED INDUSTRIES {i985 -i990} 

I 
I ,, 

Industry Proposec :a~ital Investment ($ Mill.ion) 1: 

" I: 
I i i " 1985 10"' rn: i988 1989 1990 Total jl 

I, 
,oo I ! I, 

I I I .. 
Food Manufacturing 579 1263 ses 969 496 I 571 4467 t. 

I 
! )! 

Beverages & Tobacco 29 11 5 I 26 9 i 39 119 t 
l " I 1; 

Leather & Leather 1 - - I - 21 l 33 55 ' i I ~ Products I 
i I 

I ij ! 
liocd & Wood ··~ I 47 ~-- f 44S 1567 t 1732 4i89 ll 1 LI; I I' 

Products 

I I 
I 

l 
I ! i 

! I i Furniture & "1 7 I 94 177 I H9 492 CJ ; l 
i ! i Fixtures 

Rubber Products 96 160 335 1533 557 139 

Source : Malaysian Industrial Development Authority, 1991. 

The phased extension of the current ban on the export of 

sawlogs from Peninsular Malaysia to cover the states of Sabah 

and Sarawak will ensure the availability of the necessary raw 

material (i.e. some 27 million cu. meter of logs) for further 

downstream processing into sawncimber dnd other higher value

added products, especially in Sabah and Sarawak. To promote 

further development of the rattan and wood-based industries in 

Sabah and Sarawak, the goverrn:ient is providing additional 

incentives for the manufacture of rattan and wood-based 

products (excluding sawn timber and veneer} in Satah and 

Sarawak. The additional tax incentives are:-

!ncent~ves under PIA are extended to manufacturers 

~ho produce for the domestic market; 

ful 1 exemption of il:port duty is given for raw 

materials/components used in the manufacture of all 

rattan and wooden-based products for the domestic 

marJ.;;et; 

Double deductions on freight ci1arges for 
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manufacturers who exp0rt rattan ~nd ~ood-based 

products. 

The exports of wood and wood-based products have 

increased rapidly during the 1980 to 1990 period (Table 9), 

reflective of the success of the government effort to promote 

private sector investments in the industry and exports of the 

products. The current thrust is on the conversion of 

rubberwood and other suj_ table timber species to..-ards furniture 

manufacture, where Malaysia_pow bas the comparative advantage. 
,;• 

TABLE 9: EXPOR'i'S OF MAJOR 'l'I!f!IER P~ODUcTS AID YTIRNITUP.E ('000 cu.1etrel ($ lillion) 

Year Saw logs Sa11r.tinber 

Vol. 

1980 l 15,08€ 

1988 2~, 571 

\ 19s9 n,110 

I 1990 2G,:i1& 

! Value! Vol. I 
2,611 I 3,135 I 
4,011 I L102 I 

I I ! 

I 

4,357 I 5,135 I 
4,C34 i 5,283 l 

Value 

1,211 

1,878 

2,944 

3, 070 

Source: Hinistry of Primary Industries, 1991. 

4. ISSUES AND PROBLEM 

Vol. 

439 

818 

915 

1,017 

\'al ue 

281 

f.62 
i 

719 

S62 

Veneer 

Vcl. Value I 
120 38 I 

i 
118 I 
1!6 . 

;~2 I 

I 

210 I 
24s I 

I 
332 I 

4. 1 PIONEER STATUS AND I'rA INCENTIVES 

FOR THE AGRICULTURAL SECTOR 

Moulding 

Value 

212 

410 

519 

487 

I 1: 

j Wood1:n & ~ 
Rattan i 

Furniture ~ 

The Pioneer Status and ITA incentives provided under the 

PIA 1986 are meant for new investors. The law states that any 

company being desirous of producing a promoted product may 

make an application for the incentive. Therefore existing 

agricultural producers producing pro,rnoted products are not 

eligible for the incentive unless th'=! producers want to 

diversity into new promoted products. For examp,le if Farmer 

A is producing papaya, he is not eligible to app~y for the 

incentive for papaya cultivation. However he is eligible to 
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apply for the insentive for sheep far~ing s~ other promoted 

activities if he is desirous of venturing into sheep farming 

or other promoted activities. Therefore producers who want to 

expand their existing promoted activities are not eligible for 

the incentive. 

Other limitations of Pioneer Status and ITA incentive for 

agricultural __ producers are: 

(i} Agricultural projects can be multi-phases, 

multi-crops with different gestation periods. It 

is often di ff icul t to define 'desirous' in such 

situation. 

(ii} Whan two activities, one promoted and the other 

non-promoted, are carried out on the same piece of 

land at the same time, it· is often difficult and 

complicated to prepare separate accounts for each 

ar::ti vi ty. In such si tua ti on, the possibilities 

exist for tax evasion if tax incentive is given to 

the promoted activity which is intercropped with a 

non-promot~d activity. So far no tax incentive has 

been given to promoted acti~ity which is 

intercropped with a non- promoted activity. 

(iii) Incoi:nes in agriculture are of ten highly variable 

due to the biological risk of p~oduction and the 

1110.rketing risk. Therefore the :-equirements that 

capital allowances and business losses have to be 

utilis.0d during 

Pioneer status 

the pioneer period have m;si.de 

incentive less attractive 

agricultural producer. 

the 

to 

(iv} It is difficult to state the 'Production Day' for 

agricultural projects because project yields are 

highly variable. At present '·Production Day' is 

defined as 'date of first sale' or 'date t..•hen 



production reaches 50>o of stabilised yield'. ThE: 

'ctate of first sale' is very e~sy to determine bu~ 

if prod~cers choose this date then the tax benefits 

may be substantially reduced. 

4.2 INTEGkATED AGRICULTURAL 

PROJECTS UNDER THE PIA 1986 

In line with the strategies recommended in the Industrial 

Master Plan, 15 integr~ted agricultural activities are 

promoted under the PI.A 1986. "Integrated agricultural 

activity" as defin8d under the PIA 1986 is 'an activity which 

comprises the production of agricultural produce and the 

manufacturing of such produce and includes any activity which 

is related and incidental to such activity'. According to 

this definition, an agricultural project can only be 

considered as an 'integrated agricultural project' if the 

~roject sources 100% of raw materials internally. (That is 

the manufacturing, acti vi'ty must obtain all the agricultural 

produce internally) . Since agricultural production yields are 

highly variable, this is a very difficult condition to comply 

with. Furthermore such definition and ccndi ti on will not 

promote 'contract farming' in Malaysia. 

4.3 COMPANIES WHICH ARE NOT 

ELIGIBLE FOR EXPORT ALLOWANCE 

The export allowance is available to: 

{a} resident agricultural cum exporting companies 

which are solely engaged in the production and 

export of agricultural produce; and 

(b) resident trading cum exporting companies whose 

primary activity is the trade in and 

exporting of agricultural produce or 

manufactured products which are purchased from 

farm producers or manufacturers in Malaysia. 
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The' above conditions exclude coinpani2s whose prima:-y 

activity is the simple processing (that is cleaning, sorting, 

dressing, grading, packing, chilling/ freezing, storing) and 

exporting of agricultural produce from enjoying the incentive. 

For example, frozen seafood companies are not eligible for 

this incentive even thcugb the exported products are eligible 

for the incentive. 

5. RECOMMENDATIONS AND CONCLUSION 

·The aggregate impacts on agriculture of the ERE' and 

investment incentives are difficult to ascertain. 

Agricultural producers resp6nd to many -factors in their 

investment and production decisions and their responses often 
involve significant tiree lags. Substantial future research 

will be required to assess the distributional impacts of ERP 

and investment incentives on the agricultural sector versus 

Lhe rest of t~e economy. 

While there is a lack of research works in Malaysia on 

the impacts of tax incentives, a brief survey of tax 

literature can provide some insights into the role of tax 

incentives in promoting investments in agriculture. In the 

United States, research findings confirm the critical role 

played by tax incentives such as Investment Tax_ Credit {ITC) 

and c.cceler2ted depreciation aJ lowance in the rapid 

mechanisation of the farming sector that occwrred in the 1960s 

and 1970s {4). The ITC provided the greatest stimulus to net 

investment in agricultural equipment from 1956 to 1978. The 

net inv~stment in agricultural equipment h2d improved farm 

efficiency and encouraged substitution of capital for labo~r 

(4). Davenport, Boehlje ~nd Martin (3) in their study on the 

effects of tax policy on Ameri~an agriculture prior to 1981, 

concluded: "Generally, tax ::-iolicy has led to upward pressure 

en farmland prices, larger farm sizes, incentives for farm 

incorporation, altered management practices, and incr~ased use 
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Appendix 1 

LIST OF PROMOTED AGRICULTURAL/AGRO-BASED ACTIVITIES 
AND PROMOTED PRODUCTS 

Industries Products/Activities 

1. Agricultural Production {1) Cultivatior, of tea 

; 

II. Integrated Agriculture 

(2) Cultivation of fruits 

(3) Cultivation of 
vegetables, tubers or 
roots 

{~) Cultivat:ion of rice and 
maize 

(5) Cultivation of herbs or 
spices 

( 6) C:ul ti va ti on of essential 
oil crops 

(7) Production of planting 
materials 

( 8} Cul ti va ti on of crops for 
animal feed 

(9) Floriculture 

(10) Sericulture 

(11} Livestock farming, 
excluding rearing of 
chicken and _pigs 

(12) Spawning, 
culturing 
products 

breeding or 
of aquatic 

(13) Off-shore fishing 

(1) Cultivation 
process i ·, g of tea 
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Cultivation 
processing of herbs 
spices 

and 
and 

(3} Cultivation and 
processing of crops fur 
animal feed 

III. Processing of Agricultural Produce 

(1) Cocoa products 

( 2) Coconut products 
copra and crude 
oil 

(3} Fruits 

except 
coconut 

(4) Vegetables, tubers or 
roots 

(5) Cereal products 

(6} Starch products 

(7) Essential oils 

(8) Livestock and livestock 
products 

(9) Aquatic products 

(10) Agricultural ~astes and 
by-products 

(11) Aquaculture ~eed 

IV Forestry and Forestry Products 

(1) Cultivation of ti.mber, 
bamboo and ra<-LaD 

{2} RattaLl products 

(3) Bamboo products 

V Manufacture of Rubber Products. 
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(1 

{ 2 I 

E a :r- '::. h :- o v e r 
industrial, 

vPhic1e, 
c.ircraft and 

agri ::::l: ::_ t ural r 

commE::::-cial 
motorcycle, 
solid c:yres 

Retreading 
tyres 

o: aircraft 

(3) Moulded rubber products 

(4} Latex dipped ~roducts 

( 5 L Extruded''. rubbe:- products 

(6] Ge~er2l rubbe~ goods 

(7} Foam Rubber products 

(8) Rubberisec fabrics 

{ 9 \ 

( 10) 

Inflatable 
products 

Conveyor 
transmission 
V-·type belts 
rubber belting 

rubber 

tel ts, 
belts, 

and other 

{11) R u b b e r - b a s e d 
(elastomeric) specialty 
coatir:g 

(12) Epoxidized natural rubber 

(13) Thermop-lastic 
rubber 

natural 

VI Manufacture of Palm and Oil, Palm Kernel Oil and Coconut 
Oil Products and their Derivatives 

V ~anufactLre of Chemicals 

{l} Oleochemicals and their 
derivc.tives 

( 2) 

{ ~ ' 
J_ j 
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Margarine, 
shortening 

vanaspati, 
and other 

manufactured fat 
products. 

Chemical derivatives 



~btained from 0rganic and 
inorganic sources 

(2} Plant extracts for 
phamaceutical, perfumery, 
cosmetics and food 
industries. 

{3) Basic manufacture of 
pharmaceutica:::. 

( 4) ,Basic manufacture of 
pesticicles 

(5) High fructose syrup 

VI Manufacture of Wood and Wood Products 

VI! Manufacture of Pulp 
Faper and Paperbo2rd 

(1) Ply;wod, :I: ancy 
pref ihished and 
plywood 

plywood, 
printed 

(2) Building and insulating 
boards, all types 

(3) Timber mouldings 

(4) Builders' carpentry and 
joinery 

(5) Kooden household articles 

( 6) h·ooden furniture parts 
and colllponents 

(1) Pulp 

( 2) ~\ewsprin t 

( 3) Printing and writing 
paper 

( 4) Security pape:-

( 5) Household and sanita.ry 
-;:Japer 

( 6) ::..inerboards 

( 7} ;·r:ift liners· 
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t8} FJu'c.ing medium 

(9) Sack krafts 

XI Manufacture of Textile and Textile Products 

VII Miscellaneous 

(1) Natural and :nan-made 
fibre, excluding 
polyester stable fibre 

{2) Continous filament y~rn 
of natural and man-made 
fibres 

( 3) Yarns of 
natural 
L.br9s 

disconti.nous, 
and man-made 

(4} Woven fabrics of yarns of 
discontinuous fibres 

(5) woven fabrics of 
continous filament yarns 

(6) Dyed or printed knitted 
fabrics 

(7) Cord fabrics 

(8) Knitwears 

(1) Furniture 

{2) Toys 

( 3) Sports goods and 2quipmen t 

(4) Leather and .leather 
produc'ts 
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_;;.ppendix 2 

LIST OF AGRICULTURAL PRODUCE ELIGIBLE 
FOR THE 5% EXPORT ALLOWANCE 

( 1} 
Items 

(i) Live animals 

{ii) Meat and edible 
meat offals 

(iii)Fish, crustaceans 
and molluscs 

(iv) Milk and cream 

(v) Bird's egg 
and egg yolk 

(vi) Naturcl honey 

(vii)Edible products 
of animal origin-

(viii)Vegetables 

(ix) Edible fruit 
and nuts 

(x) Coffee 

{xi) Tea 

(xii) Spices 

(xiii)Ground-nuts 

(xiv)Cocoa beans 

(2} 
Harmonized System 

Code (;I. S} 

01.01 to 01.05- and 0106.00 100 

02.01 to 02.10 

03.01 to 03.07 

04.01 

0407.JO; 04.08 

0409.00 000 

0410.00 

06.01 to 06.o-; 
07.01 to 07.14 

08.01 to 0804.10 000 

09. OJ. 

09.02 

09.04;09.06 to 09.10 

12.02 

1801. 00 000 
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Appendix 3 

DEDUCTION FOR CAPITAL EXPENDITURE 
ON APPROVED AGRICULTURAL PROJECTS 

Project 

Aquaculture (Prawn} 

Crops 

- papay:3 

- bananas 

- passion fruit 

- star frui-c 

- guava 

- mangos teen 

Floriculture 

Time f rarne 
(year) 

2 

1 

1 

1 

2 

2 

7 

2 

Minimum Hectarage 

40 

40 

40 

40 

8 

8 

8 

8 

(Plants, bulbs, tubers and roots with or without 
flowerbuds, of the kind specified in chapter 6 of the 
Customs Duties Order 1998, which are suitable for 
planting or ornamental use, excluding 
a) mushroom sprawn; 
b} budded or seedling rubber stumps; 

and 
c) rubber budwood) 

'' 
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_;;)pendix .J 
( B:\l\1 Guideline) 

EXPORT CREDIT REFINANCING SCHEME (ECR) 

Objective of the Export Credit Refinancing (ECR) SchemG 
and types of facilities available 

The main objeccive of the ECR Credit facilities is to promote 
the export of manufactured goods and agricultural products 
that have significant value-added and utilise local indigenous 
resources, via the provision of ready access to credit 
facilities, prior to or upon shipment of these products. For 
the pre-shipment facility an additional objective is to 
promote greater domestic linkages in export oriented 
industries. Two types . of facilities are available to 
exporters namely: 

(i) the pre-shipment ECR facility; and 

(ii) the post-shipment ECR facility 

PRE-SHIPMENT ECR FACILITY 

There are two alternative methods of obtaining financing by 
the final exporter under the pre-shipment ECR facility: 

(a) Order based method 

Under this method ECR financing is granted against 
evidence of an export order which may be a. purchase 
order, sales contract, or a telex order. In the cas2 cf 
teJ ex orders, these must be subsequently supported by 
either a sales contract or a purchase order from the 
overseas buyer. ECR financing may also be gr an tl'Zd to 
indirect exporters (suppliers to exporters} against an 
ECR domestic letter of credit (ECR DLC) issued by 
exporters. 

(b) Certificate of Performance (CP) Method 

Under this method, a Cert if ica tes of Performance ( CP) 
issued by Bank Negara at the recommendation of a 
commercial bank will be the basis for pre-shipment 
financing instead of an export order or such evid(rnc:e 



required under th~ 1.)rder-based 1aetbod. This syst'}m is 
available only to final exporters who have exported at 
least $3 million of eligible goods in the preceeding 
twelve months and a one year track record. 

For agricultural exports {livestock, fish, prawns, 
fruits, vegetables and flowers) the eligibility criteria 
for a CP is a minimum exports of $1 million and a one 
year track record . 

. ; direct exporter may utilise either the order-based 
method or a Certificate of Performance I,Uethod at any one 
~ime. 

Availabilitv and coverage 

.~vailabil i ty o:: i:he pre-shjpment loan sh al 1 b~ through tne 
issuance of an ECR DLC at the requ~st of: 

(a) the exporter to the first stage indirect exporter. 

(b) the first stage indirect exporter to his supplier, namely 
the second stage indirect exporter. 

The pre-shipment ECR facility shall be disbursed through 4 
types of loans, namely: 

(a) Value added loan (VAL) 

(b) Domestic input loan (DIL) 

(c) Foreign input loan (FIL) 

(d} Domestic output loan (DOL) 

Products which meet the following criteria will be eligible 
for access to the pre-shipment ECR facility. 

(a) products not included in the negative list 

{b) products with a domestic value added of a least 20% 

Value Added = Ot - It x 100 
Ot 

where, Ot 
It 

Ex-Factory price of product 
Value of raw materials used in production 

(c) products which use a minimum of 30% of local ra~ 

materials. 

These criteria shall be implemented flexibl:::·, taking into 

43 



account special circumstances. 

The above criteria do not apply to goods supplied b~ indirect 
exporters. 

The 20% value added and 30% domestic resource content criteria 
for access to the ECR scheme do not also apply for primary 
products such as rubber products, vegetable oil products, 
cocoa products and agri~ultural food produ~ts. 

Financing is not automatic. Companies wishing acc8SS tq the 
facility will hve to apply to comme~cial bants, which will vet 
qpplications to ensure the criteria for eligibility are 
observed at all times. Applications will also be subject to 
normal vetting procedures and security requirements of 
commercial banks. 

Period of financing 

Maximum pe~iod of financing is up to four months. 

Ir..t~rest rate 

Currently.the interest rate is 6% per annum. 

Amount of financina 

Under the order-based method financing is up to 80% of the 
value of the export order or sales con~ract or ECR DLC. 

Under ~he Certjficate of Perfo~mance method financing is 70% 
of the value of eligible exports of the expcrte!:' for the 
preceding 12 months. 

Minimum amount for financing is Si0,000 and the consolidation 
of export orders of sales contract or ECR DLC to meet the 
minimum amount eligible for financing is not allo~ed. 

POST-SHIPMENT ECR FACILITY 

The post-shipment ECR facility is available to exporters who 
export eligible goods on credit or usance terms to enable them 
to compete more effL~tively in the overseas markets.. Under 
the post-shipment ECR facility, exporters can obtain jmmediate 
funds at reasonable rate of interest from Bank ~egara though 
the commercial banks upon presentation of relevant docurnen~s 
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after shipment of goods. 

Coverage 

The products which meet the following criteria will be 
eligible for access to the post-shipment ECR facility: 

(a) products not incl~ded in the negative list 

(b} prcducts with a domestic value added of at least 
.20% 

(c) produ~ts w~ich use a minimu~ of 30% of local raw 
materials. 

These criteri2 sha11 be implemented flexibly, taking into 
account special circumstancea. 

Where a product satisfied either criteria (b) or (c) above, 
commercial banks shall, on behalf of the exporter, forward the 
application form to BNM for special consideration for access 
to the ECR facility. 

The 20% valu~ add~d and 30% domestic resource content criteria 
do not apply for primary products such as rubber products, 
vegetable oil products, cocoa products and agricultural food 
products. 

Period of Financing 

The rnaximu~ period of financing is six (6i months or for the 
period of credit extended to the foreign buyer, whichever is 
shorter. Subject to a maximum period not exceeding six (6) 
months, the standard enroute periods may be included in the 
usance of substitution bills fo~ post-shipment ECR (where the 
maturity of the credit period extended is determined with 
reference to the sighting of documents by the foreign buyer) 
to allow for the receipt of the export bill proceeds. 

Irtterest rate 

Currently the interest rate is 6%. 

Amount of financing 

The amount of ECR financing ~ill be u~ to 100% of the value of 
the export bill, rounded down~ards to the nearest thousand 
ringgit. 
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Minimum amount for financing is $10,000 and the consolidation 
of export orders to meet the minimum amount eligible for 
financing is not allowed. 
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THE ROLE OF THE PRIVATE SECTOR IN THE DEVELOPMENT 
OF THE POULTRY (BROILER) INDUSTRY IN MALAYSIA: 

IMPACT ANALYSIS AND POLICV: ISSUES 

1. l.NTRODUCTION 

1.1 As a su:b-sct of the nation's food policy, the objectives of liv6stock 

production in Malaysi& include ensuring availibility of meat, safeguarding 

consumer interests and also as a strategy to promote rural employment 

8.nd improve farm income. This import-substituting strategy has seen the 

. remarkable performance of the poultry industrY vis-a-vis the struggling 

ruminant ones. 

1.2 The poultry industry in Malaysia is one of the most outstanding national 

enterprises which has developed through close interaction between the 

private sector and the Government. Over a span of 30 years it has made 

soectacular progress and considerable expansion to emerge as a multi

million Ringgit enterprise. The industry has shown its ability to produce 

poultry meat and eggs at reasonable prices and in quantities that 

exceeds the domestic demand. As such, it did not only contribute to the 

country's economy but also to the well being and good health of the 

country's population. 

1 .3 This paper attempts to analyse the impact of the role of private 

sector and the policy intervention of the government in the growth 

and development of the poultry (broiler) industry. Current issues 

surrounding domestic broiler production, marketing and 

processing are also highlighted. 



2. BACKGROUND 

2.1 The poultry industry in Malaysia has come a long way. Substantial 

investment by the private sectors coupled with pragmatic government 

policies have enabled the industry to gro'N continuously in the past year<:> 

to overtake all other farm-based industries of the ecor:10my in terms of 

value. Today, it represents an investment of more than M$1.5 billion 

(US$0.6 billion), contributes about 60 per cent to the total meat 

production and provides gainful employment to some 67,000 people. 

2.2 In 1990, production of chicken and d!.lck meat from various internal 

sources amounted to some 348,500 metric tonnes (Figure 1) while egg 

is produced at the rate of 13.8 million per day or about 5 billion per year 

(Rgure 2). The production of commercial broiler day-old chicks within 

the same period is estimated at 207 million birds (Figure 3). 

FIG.1 POULTRY MEAT SUPPLY & DEMAND 
Peninsular Malaysia 1981 - 1990 
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FIG.2 POULTRY EGGS SUPPLY & DEMAND 
Peninsular Malaysia 1981 - 1990 
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FIG3. BROILER CIDCKS PRODUCnON 
Peninsular Malaysia 1990-1992 
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2.3 The combined value of the above output is estimated a: fv1S1 ,830 rn;llion 

(US$732 miilfon) or 64 per cent of th8 ~otal output v2:ue of livestock 

production (Figure 4). The poultry industry contributed 2.3% to the GDP 

and 28% to the total output value of farm food product in ths country. 

FIG.4 V Al.UE OF LIVESTOCK PRODUCTION 
Peninsular MaJaysla 1990 

1990 = $2,852 million (ex-farm) 

J----r~~~~~!'it $29 n(l.0%) 

$875m 
(30.7%) 

$118m 
(4.1%) 

l·Padtry 

0Ptri 

I S&ef 
laJ.sen 

Source : DVS 1991 

2.4 !3eninsular Malaysia has been self-sufficient in pouttry meats and eggs 

since the late 1960s and became a net exporter of these products in the 

early of 1980s. Currently, about 17 per cent of the meat and 23 per cent 

of the eggs produced in excess of local dernand are exported (mainly to 

Singapore) and worth a foreign exchange of M$230.84 million (US$86 

miHion). 
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3. BROILER CHICKEN INDUSTRY 

3.1 The broiler chicken sector in Peninsular Malaysia has a monthly 

prdduction capacity of 17 million birds. The potential annual production 

of over 180 million birds rendered the country self-sufficient in chicken 

meat. The main source of the output were from the commercial farm 

units which, according to the latest statistics, numbered around 4,900. 

3.2 With regards to size, 93.5% of these farrr:s had less than 10,000 birds, 

5.2% had between 10,000 to 50,000 birds and 1.3% had more than 

50,000 birds. large-scaled operation~ (including a few integrators), 

though small in number, accounted for almost 55% of the total output 

and they are found mostly 0!1 the West-coast of Peninsular Maiaysia. 

3.3 Compared with other livestock meats, Chici<en meat has several 

advantages and mutually reinforcing features. Besides being the 

cheapest meat available i!1 the market, there are no social or religious 

taboos attached to the chicken meat. These factors explained why the 

meat accounted for over 60% of the tota! meat consumed in the country. 

3.4 The traditional system of live bird marketing in the country is a chain 

involving farmer ~middlemen-retailer-consumer (Figure 5). The middlemen 

earned a commission by catching, transporting and wholesaling the 

birds to retailers. There are about 55 of them, 6 of whom are the 'big

time' wholesalers who are often accused of collusion as they have a 

major overiding influence on ex-farm pricing over the whole of Peninsular 

Malaysia. The retailers, whose number around 650, earned a margin 

from selling live birds as well as dressed chickens to the end-users. 
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FIG. 5 TRADITIONAL BROILER MARKET STRUCTURE 
Peninsular Malaysia 1990 
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3.5 As far as the share of the market is concerned, about 65% of the meat 
is consumed in the ·Hainan Chicken Rice' stalls, restaurants and fast

food chains. Only 30% is taken up by the households and the remaining 

5% is eaten in hotels and other institutions. In all, Malaysians consume 

about 20 kilogrammes of chickeil every year - making them the second 

laigest consumer of the meat in the ASEAN region. 

3.6 Lately, Malaysian broiler industry is moving into ·another stage of 

development - the vertical and horizontal integration. Producers are 

striving for operational Bfficiencies and exploiting economies of scale in 

order to minimize producticn costs. Hygienically processed poultry 

products are sold directly through owned outlets to consumers at more 

competitive prices. Adequate facilities for the down-strt;}afTl ,processing 

of high quality products are being installed to meet the stringent 

requirements of importing countries. 
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4. POLICY AND PROGRAMMEREvlEW 

4.1 The broiler chicken sector is a very good example of how an industr1 

can benefit from government protsction without exploiting the consumer. 

Although importation of chicken meat is disallowed, the price of the meat 

has remained stable and competitive. In many other industries, as soon 

as government protsction is introduced, the price of the goods produced 

increased and eventually the consumer is made to bear the cost. 

4.2 Vlfrth regards to the development of the broiler chicken industry in 

Malaysia, the functions and activities of the Government are geared 

towards providing technical services together with regulatory, 

supervisory, administrative and other appropriate measures to stimulate 

production, encourage downstream processing and facilitate marketing 

of the birds and its products. 

4.3 The formulation of strategies and development programmes for the 

broiler chicken industry are guided by Government policies such as the 

New Economic Policy {NEP) and the National Agricultural Policy (NAP}. 

The Animals Ordinance 1953 and other Acts or Regulations thus 

established, provide the necessary authority to the Department of 

Veterinary Services (OVS) with respect to animal disease eradication, 

improvement of health and prodL1ction status as well as matters related 

to veterinary public health. 

4.3 Essentially, what the Government would like to have is an industry where 

every participant receive a fair share for their efforts without excessive 

costs to the final consumer. Hence, the creation of an open market that 

practice healthy competition and prevent excessive exploitation by any 
. . 

sector. Some- Llegree of protection is given to preclude dumping from 

external sources so as to create a sufficiently large market to induce 

further investment into the industry. 

7 
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4.4 Among the many roles played by the Government, the followings are of 

immediate concerr. to the broiler chicken industry: 

4.4.1 Creation of a Captive Domestic Market 

This has been largely achieved through a series of import 

controls and duties, and backed up by aggressive anti

Silluggling efforts. Fo!" example, a 5% surtax on import of 

live birds and a MS1 .32/kg dressed weight on ··dead 

fowls'. 

4.4.2 Promotion of Investments 

In an attempt to attract more private sector participation in 

the field of food production and proces~ing activitie2, the 

government has in recent years introduced a number of 

fiscal and monetary incentives. 

The principle legislations that governed the granting of incentives 

for agricultural activities (where livestock farming and processing 

are listed as promoted ,. activities) are the Promotion of 

Investments Act 1986 (PIA} ar.d the lncomo Tax Act, 1967 (!TA}. 

In the PIA, incentives such as Pioneer Status, Investment Tax 

Allowance, Agricultural Allowance and Export Credit Refinancing 

are available for companies engaging in exports of processed 

chicken, chtcken parts and products. 

4.4.3 Reduction in Production Cost 

The Government has contributed in many ways to promote 

a competitive domestic broiler chicken industry. This 

s· 
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enconipassed Basic as well as Applied Research activities 

aim at quantum reduction in cost of production through 

cheaper feeds, reduced mortality, new breeds and 

improved husbandry practicas. The Malaysian Agricultural 

Research and Development lns:itute (MARDI) and 

Agriculture University of Malaysia are among those 

institutions actively involved in these activities. 

4.4.4 Reduction in Marketing Cost 

The Federal Agricultural Marketing Authority (FAMA) has 

introduced a new set-up of marketing institution called 

'Pasar Tani' or ··Farmers' Market which provide 

opportunities to farmers .to market their farm produce 

direct ~o the consumers. Under this set-up, the farmers 

receive fair arid remunerative prices while the consume.rs 

are assured of supply of quality produces at reasonable 

prices. 

4.4.5 Market Intelligence and Coordination 

One cf the means considered to prevent gluts in the 

market and reduce the incidence of wild price fluctuations 

is to coordinate demand and supply via · mandatory 

regulations and imposition of production quotas. Although 

highly desirable, this role is not feasible at present due to 

several complications and the extremely high cost of 

effective enforcement. Furthermore, farmers are likely to 

lobby against outside inteferenc.::. 
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HowevH, close governn-::1t-private sector ties has enabled 

the DVS to carry out anr _al comprehensive surveys on al! 

chicken parent stock far:-.s and hatcheries in the country. 

This periodical exercise ~as enabled the DVS to forecast 

the trends in day-9ld brc:ler chicken output as far as 18 

months in advance. Such information is very much 

welcomed by the industry and has helped them in planning 

their production and marKeting stratflgy. 

4.4.6 Food Safety and Public Health Issues 

In it's overall pf an of qua!::Y assurance of animal products, 

the Government has introduced laws which requires the 

slaughter of poultry to be approved by the DVS and 

originate from reqistered sl2ughtered houses. The public 

is also being made aware of the benefits of hygienic and 

supervised s~ghter of poultry. This measure also helps 

curb environmenta! pollt.::ion, solve sanitation problems, 

allows for proper syste:n of grading, inspection and 

label!ing. 

4.4. 7 Research on Poultry Diseases 

Recognising the econorn::: importance of the industry, the 

Government has, together with assistance from the Japan 

International Co-operat:o1 Agency (~HCA), set-up a poultry 

disease research centre called the 'Asean Poultry Disease 

Research and Trai11ing Centre. The centre is set-up 

through grant ar . .:;i techn?::al cooperation from JlCA experts 

and volunteers. 
. . 



4.5 The roles of the Government are not compreher.sive but sufficient to 

reflect the importance that it attaches to the broiler industry. in such a 

}ree market economy, ,the Government can pro"ide facilities and in 

certain instances even pave the way for changes but the bottom line is 

that the ·main thrust in solving the problems that besets the broilar 

· industry has to come from within. 

5. THE PRIVATE SECTOR IN BROILER l:NDUSTRY: 
. ROLE AND ;IMPACT ASSESSMENT 

5.1 in the context of .. · Ma:aysian broiler chicken indu3try, the roles and 

assessment of the respective participants are discussed as follows: 

a) Farmers 

b) WhoiGsalers 
and Retailers 

c) Breeder Farms/ 
Hatcheries/ 
Feedrniliers/ 
PharmaceuticcJ 
Companies 

d) Corporatised 
Farming Operators 

5 .2 The Producers 

Producers 

Traders 

Input 
Sectors 

integrators 

5.2.1 The most outstanding achievement of Malaysian broiler producers 

is that over the last thirty years, they have managed to reduce the 

cost of production. This has been made possible through rapid 

technological advances in terms of producing chicks requiring 

shorter time to reach marketable weight (i.e. from 70 days in the 

i 1 



1960s to 42 days in the 1990s) and ir.creascd feed conversion 

ratio or FCR (from 2.5 in the 1970s to 1.9 in 1990). In addition, 

th9 adoption of improved husbanda;-y practices involving 

sanitation, and disease prevention have resulted in fewer farm 

failures. 

5.2.2 The structural growth of the broiler chicken industry in Malaysia 

has been characterised by a marked ciecline in the number of 

small-scale producers and a concomitant enlargement in the size 

of the survivors' farms to exploit economies of sca~e. 

5.2.3 VJith farm units becoming increasingly larger and o;:ierational 

efficiencies improving through auiomation, the industry has 

managed to keep the price of chicken meat from rising with the 

escalating increase in co~t of living. Today, it is the cheapest 

source of meat in the market and is accessible to all str::ita of 

Malaysian society. Rgure 6 indicates that, while price of beef has 

increased over the last two decades, the real price of chicken 

meat has actually decreased. 

5.2.4 With increasingly shorter production lag, the response ~ime of 

producers towards increasing production is rapld and tiw impact 

is wide ranging in the event of a glut. 

5. 2.5 In an attempt to safeguard the interests and promote tne ,,.;e!tare 

of !ocal producers, a broiler committee has been formed under 

the Federation of Livestock Farmer Associations of Malaysia 

(FLFAM), the main function of which is to lia3e with the 

Government and statutory research, commercial and other 

organisations with:n and cutside the country . 

. 12 
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FIG. 6 RETAIL ANO REAL PRICES OF MEATS 
Peninsular Malaysia 1970-1990 
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5.3.1 Unlike the egg industry, the poultry meat industry continues to 

depend on intermediaries to market the bulk of its produce. This 

is illustrated in Figure 7 which shows the bridging role of 

collectors and wholesalers in the traditional broiler marketing 

chain. 

5.3.2 The midclemen are amoilg the first to establish the poultry 

business in this country and they have contributed to the success 

of the industry often by financing farmers in the early days. 

However, as founder members, the middlemen formed the 

inherent strength in the wholesaling system and weild tremendous 

clout in price fixing. Out of the 250 wholesalers and middlemen 

in the Peninsular, only three per cent have a say in the price. 

This small group dictates the price of broilers for the whole 

country. 
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FtG. 7 BRIDGING HOLE OF TRADERS IN BROILER MARKETING 
Peninsular Malaysia 1990 
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5.3.3 ln an effort to please all r,Jarties, a joint brofler pricing 

committee has been initiated by the producers and traders. 

This committee is chaired by the Directer General of the 

DVS and comprised of representatives from the FLFAM, 

integrators and the Poultry Wholesalers Association. The 
n 

main fuction of this committee is to fix the ex-farm price of ,. 
poultry piouitry on a weekly basis to prevent unfair under-

cutting of prices. 

5.4 The Breeder Farms 

5.4.1 Breeder farms in this case refer to broiler parent stock 

farms that produce commercial day-old chicks which are 

supplied to farms for up-keep and subsequent sale. 

14 
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5.4.2 In 1990, there were about 100 commclrcial breeder farms 

and hatcheries in Peninsular Malaysia producing some 200 

million broiler chicks per year. Since importation of 

commercial broiler chicks and hatching eggs are 

· somewhat restricted in this country, tile output of the:: 

breeder farms determines the size of the broiler and the 

animal feed industries. 

5.4.3 Many of the large breeder farms, however, do not just play 

the passive 1 ole of produciilg and S811ing of day-old chicks. 

They even provide techr.ica! and veterinary services to their 

customers. Broiler management know-how is imparted to 

the broiler grow-outs through visits by their veterinarians 

and technical personnel. 

5.4.4 In 1986, after 1 O months of broiler ex-farm prices dipping 

below the cost of production, the breeder farms instituted 

a nation-wide 'supply management' exercise by removing 

some 3 million broiler chicks from th9 market. As a result, 

the ex-farm prices of broilers went-up and this brought 

relief to the broiler farming community. 

5 .5 The Feedmillers 

5.5.1 In 1990, there were 38 commercial feedmills operating in 

the country producing some 2.6 million tonnes of feeds 

worth about M$1,500 million. The feeds produced are 

mainly for the poultry and swine industries. In the case of 

broiler industry, feed cost constitute between 75 to 80 per 

cent of the total cost of production. 

15 



5.5.2 The feedmil!ers support the; growth of :1e broiler industry 

in Malaysi3 by exmnding large amount :.: cred!t to farmers. 

The traditional modus operandi of the ::: ..Jsiness is that the 

feedmiller supplies the broiler feed on credit. For some 

feedmillers which have their own breedir..g farms, the credit 

extended includes a package deal involving supply of day

old chicKs, feed, veterinary produc-..s and se1vices. 

Payments are settled when farmers sel' their birds. fhus, 

the feedmillers act more or less like bankers for the 

farmers. 

5.5.3 The above arrangement works out fine if prices are 

attractive. Howeve:-, when prices fall beeause of a glut, the 

farmers' failure to make prompt payment csuses debts to 

pile up. The massive debts impose a severe strain on the 

feedmillers' resources. As a consequence of bearing these 

massive bad debts, many feedmillers themselves venture 

into downstream activities. Many start their own breeding 

farms, hatcher!es and broiler grow-out operations. 

5.6 The Integrators 

5.6.1 The move towards integration in Malays 3n broiler industry 

is inevitable as it is the result of the practices of the 

present marketing agencies which are exo!oiting farmers in 

a variety of ways. One of ths me-::..~ benefits of an 

integrated broiler operations is reducing the overwhelming 

control of the middlAmen in the tr2 ::itiona! marketing 

system. 
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5.6.2 Tl1e application of broiler integration in Peninsuiar Malaysia 

is spearheaded by the entry of corporate companies such 

as those in the feedmillin,g business, breeding and 

hatch6ry establishmer.ts, fast-food and food processing 

enterprises. They either set-uiJ new breeding farms and 

poultry processing plants or acquire existing ones. These 

companies possess bath the management and financial 

resources to bring about improvement and accelerate 

expansion of the industry. 

5.6.3 Currently, there are five companies in Malaysia which have 

started pouitry integration, mostly in the downstream 
.. 

activities .• However, only thre.e-so far have gone into a full 

integration. in a ·fully integrated broile:r operation, 

feedmilling, breeding, production, processing, distribution 

and ret8iling of the end products are under unified 

management control. The objective is to create the 

greatest efficiencies possible by coordinating the economic 

activities involving production and marketing. 

5.6.4 The rationale behind the corporate decision to go for a full 

integration is clear, to the feedmillers - it ensures the 

recovary of credits extended to the indust0', and to the 

fast-food chains - it guarantees supplies of uniform live 

birds to their processing plants and quality products to 

their restaurant outlets as well as export markets. 

5.6.5 At production level, contract farming is the most prevalent 

form of integration. Rgvre 8 illustrates the modus operandi 
. ' 

of this scheme whereby farmers are supplied by the 

integrator with c.;hicks, feeds and a host of other necessary 

inputs on credits. In return, the contract growers have to 

17 ..... 
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sell their birds to the integrator at guar73nteed prices 

allowing them a reasonable profit. Here, most management 

decisions are traded for an element of security. 

FIG.8 BROILER CONTRACT FARMING SCHEME 
Peninsular Malaysia 1990 
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In an integrated operation, marketing fs in the hands of the 

integrator while farmers are assured of a reasonable return 

and not subjected to the vagaries of price fluctuations. 

Poultry products are sold by the integrated producers or 

processors directly to retailers and finally to consumers at 

more competitive prices. 
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6. ISSUES AND PROBLEMS 

6 .1 Lack of Cooperation 

6.1.1 The system of fre-e enterprise in the broiler industry is not 

without faults. Competition and self-interest among the 

large number of poultry producers is so intense that they 

are not willing tc cooperate when it comes to planning 

production and 7.arketing on an industry basi3. This 

competition m~.;ifests itself year after year in the 

production anel ;::-ice statistics where the industry goes 

through periodical busts and booms. RgtJ.re 9 depicts the 

cyclical nature o~ ex-farm price of broiler 1n the country. 

The most recent glut in the market is so severe that the 

industry is forecasted to lose more than M$100 million. 
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6.1.2 The Gove:-nment has tried to regulate and stRbilise the industry 

through the proposed Poultl",' Developme.1t Board. The proposai 

was shelved because the private sectors lobbied strongly against 

outside interference. Since self-regulation is not possible because 

of individualistic priorities and government control is not 

welcomed, broiler producers will continue to 'kill' each other and 

only the fittest will survive. 

6.2 Government Assistance 

6.2.1 The private sector has always blamed the Government for not 

doing enc·ugh to help the poultry industriy to grow and compete 

effectively ii l the ~xport market. However, the Govemment is 

.· against any form of direct subsidy because past experiences have 

shown that such aids would not be condudve to productivity in 

the long run. 

6.2 Corporate Integration 

6.2.1 The entry of 'big boys' in broHer production has met witi1 

considerable resistance. Small and medium-.sizt:d producers are 

apprehensive of takeovers and afraid of being squeezed out of 

business. Competition represented by 'outside' capital is regarded 

as a threat to tl1eir livelihood. 

6.2.2 Corporate integration increased its share of broiler production 

from a mere 11% in 1986 to almost 55% in 1990. This ra:;id 

development have been aided by the image of broiler contract 

farming as an attractive enterprise during the period cf wor!d-wide 
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1986-87 recession becnuse most agricultural activities 

yielded bare or negative returns. But, as the economy 

revives, some farmers question whether contract farming 
I 

is a sound investment. They consider these arrangements 

as the moans for the corporate integrators to exploit their 

resources and skills preparatory to commltting substantial 

resources needed to invest directly in farm production. 

6.2.3 Figure 10 shows the distribution of fixed assets in an integrated 

broiler operation with· company-owned farms. As broiler grow-out 

operations cor.iprise c:.bout 58% of the total cost of capita! 

investment, the contract growing arrangement becomes 

necessary to rsduce t:ie heavy financial commitments of the 

integrator. 

~~~~~~~~~~~~~~~~~~~~~~~~~, 

FIG.10 DISTRIBUTION OF FIXED ASSETS 
IN AN INTEGRATED BROILER OPERATION 
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6.3 Consumer Tastes and Preferences 

6.3.1 Consumer tastes and preferences are major factc.rs influencing 

consumption habbits. Other factors incl~de knowledge of 

hygiene, quality, nutritional values, effect on health and fitness, 

products and prices. 

6.3.2 Despite the proliferation of supermarket chain stores throughout 

tha coun~ry. the traditional practice of buying live chickens and 

getting the birds slaughtered and dressed in the wet market is still 

very much prnvalent. Such traditional method of handling of 

products does not contribute to improving consumer demand. 

6.4 Reliance on Imported Feed Ingredients 

6.4.1 Consistent with the rapid development of the broiler industry, the 

importation of raw feed ingredients such as maize and soyabean 

has increased tremendously over the last thirty years. Over 75% 

of the total amount of feed grains imported is used in poultry feed 

production. 

6.4.2 !n view of the rnpid development and expansion of the poultry, 

swine and aqu~cutture industries in ASEAN countries, it is likely 

that cheap grains may not be forthcoming. Industry sources 

indicate that at the present rate of growth of the economy, this 

region may not have surplus maize for export from year 1995 

onwards. In such an event, Malaysia would have to source for 

the more expensive maize from other distant countries. 
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6.4.3 The dominance of maize as a source of energy in poultry rations 

r11eans that it will become an increasingly important factor in 

influencir.g poultry product prices in this country. Hence, the 

industry's competitiveness and the prices the consurr.er will h~w J 

to pay for poultry products in the future will be influenced by the 

movements of price of maize in the international feed grains 

market. 

6.5 Export Markets 

6.5.1 Presently, exports are most!y directed at the Singapore 

market because of close proximity. Migh production costs 

precludes export to other countries at the moment. 

6.5.2 The Singapore market is a free market. It's door is always open 

to any country which could compete and offer similar products at 

relatively cheaper prices. Malaysia will continue to compete for 

a greater share of the expanding Singapore market. 

6.6 Resource Allocation and Comp9tition 

6.6.1 As Malaysia pushes ahead towards industrialisation, more and 

more resources are being allocated to the manufacturing and 

services sector. Prices of factor inputs such as land, labour, 

capital, management and entrepreneurial leadership will be 

determined by the demand of these fast growing sectors. The 

broiler chicken industry, therefore, will find itself increasingly·· 

difficult to compete for the country's limited resources. 
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6. 7 Environm&ntal Issues 

6. 7 .1 Intensification of broiler chicken production has created 

environmental (air and water) pollutions and flies problems in the 

surrounding areas. Likewise, indiscriminate discharge cf 

wastewaters from broiler processing plants into waterways has 

caused serious problems. Farmers and processors are reluctant 

to incorporate waste management into their existing oparations 

because pollution control measures do net pay for it3elf and it will 

certainly add to the cost of production. 

6.8 Smuggling of Birds 

6.8.1 Smuggling of birds into and out of the country contir.ues 

to be a problem, especially wnen there is glut or when 

prices in the domestic market is attractive. 

7. RECOMPAENDATIONS 

7.1 As a "survival strategy" in the 1990s, the broiler chicken industry must 

move towards a higher level of corporatisation. Fully integrated 

production system will enable the industry to expand at a much faster 

rate and maintain it's competitive edge while at the same time meet the 

objectives of both the corporate integrators and farmers. The exclusion 

of the middlemen from the system, however, is the consequence rather 

than the obieci1ve of integration efforts in the broiler industry. 
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7.2 At" the farm level, the quest for h!gher production efficiency must be 

continued. For example, the feed conversion rate (FCR) can be rurther 

improved via direct selection in breeding, mortality rate be reduced by 

invention of new and more effective poultry vaccines using heat resistant 

viruses and the overall farm management made simpler through better 

housing, automation and modern equipments. 

7.3 Since the rate of increment in domestic consumption of chicken meat is 

expected to slow down (as it is already approaching near saturation 

point), wide exploitation of new products must be undertaken in order 

to boost and promote further the consumption of :hi~ meat !n the 

country. For the broiler industry to fiourish in downstream activities, 

technology development must go hand in hand with the product 

development. A strong market research unit should also be establi3hed 

to analyse and understand the market demand. This is because the 

changing life style in developing countries such as Malaysia has greatly 

affected the type of food that people eat and the way it is prepared. 

7.4 The growing number of fast-food outlets and restaurants in this country 

has created a wider market outlet for poultry producers and encouraged 

more downstream activities for product diversification. However, the 

private sector cannot rely on the Government alone to carry out the 

appropriate research in the product development and marketing. They 

should work together hand in hand and in some cases provide funds to 

initiate the higher institutions to carry out research in these areas. 

7 .5 Another aspect of marketing that needs to be given equal emphasis is 

the social and behavioural changes of the public. Consumer 

organisations tend to become more concern and critical nowadays 

about the food they eat. As the consuming public is getting more health 

and quality concious, it is imperative that producers and processors do 

pay heed to such publicity and undertake preventive measures to 
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minimise possible salmonella contamination. The levels of inclusion of 

'grov.fth promoters' in broiler fgeds rT.ust also be cnecked and mor.itored 

frequently so as not to endanger the health of potential consumers. 

7 .6 In anticipation of increased broiler chicken production, appreciate 

surplus of the meat would also bring a serious problem unless export 

market is available. Hence, probe for greater export opportunities to 

countries iike Japan, Hong Kong and the Middle-east must be expedited. 

The resources for such undertakings are unlimited and this include the 

possibility of Asean joint venture in export promotion of poultry products. 

7.7 The quest for cheap raw feed ingredients will continue to be the greatest 

challenge to the broi!er industry in the 1990s. Since commercial 

produi::;tion of maize in Malaysia ~as not been proven to be a viable 

business venture and utirisation of locally availa~le feedstuffs are 

somewhat restricted, the ·industry will have to· continue to rely on 

imported feed grains. 1-iowever, dependent on a particular source ot 

supply will be a liability to the industry. Hence, the industry must 

deve!op the ability and capability to source from any place in the world 

for similar products at comparable price and quality. Equally, the 

Government policy to encourage private sector's involvement and 

investment in maize production in the country is a move in the right 

direction towards securing continous supply of feed ingredients for the 

livestock industry. 

7.8 Having recognise the environmental problems caused ~y large scale 

operations of broiler chicken production and processing in this country, 

the Government must require that the industry incorporate waste 

management practices in their operations. Farms and processing plants 

must be required to construct and operate waste treatment facilities ~o 

treat wastewaters to meet the specified effluent quality standards before 

discharging them into public waterways. 
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8. COHCLUSl.ONS 

8.1 An increasing efficiency of the Malaysian broiler chicken industry in 

consistently supplying the nation's animal protein at modest prices 

coupled with increasing per capita consumption are indices of a 

successful industry. However, recent and potential developments for 

enhanced farm productivity, disease eradication and the need for 

consistent product quality and custcmer assurance of good production 

practice are the order of the day as the industry forge into the 1990's. 

8.2 Prospeets and opportunities for investments in the Malaysian poultry 

business are very encouraging and promising but the changing 

economic scenario and liberalization cf trade :n the 1990's will present 

even gr~ater challenges and pressure the industry towards efficient 

response and fore~planning. 

Thank you. 
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~xECUTIVE SUHHARY 

1. Agriculture has assumed an important role in the Philippine 

economy it being the principal activity of almos~ 70% of the 

Filipinos. Agriculture today is responsible for 45.2% of 

eMployme~t in the Philippines with over 10 million people em-

ployed .in agricultural activities. Th<:; Gross \r-1'.llue Added fG"v-iV in 

agricultural crops has reached 56.24% in 1990, comparatively 

higher than T.hat of livestock, poultry and fishery. The link 

between ex.pansi.an and agricultural .growth i?t t.he Philippines is 

weak compared ~c other countries in Asia because of ~he very 

minimal goverrunent incentives in terms of support services which 

made rural enterprises unattractive to private investors. Despite 

goverrunent's effort to eliminate biases against agriculture, the 

agricultural sector remained starved of private capital invest-

ments. Considering that the attractiveness of agriculture de-

pends largely on the amount of economic incentives{ in terms of 

economic policies and public spending) provided by the govern-

ment, it is therefore essential for government to correct policy 

impediments. 

2. The Department of Agriculture presently focuses its attention 

on the following commodities which are considered as forerunners 

because of their export receipts : rice, corn, coconut, sugar, 

livestock & pouitry, fisheries and aquaculture, tobacco, fiber, 

frui~s & vegetabies, ornamenr.als. The Department of Agriculture 

l.Vill maintain ir.s suppor'f -:if rhe aforementioned ccrrrmodities 
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provided -that -the country hes comparative. advantages in produc i.ng 

them. Su~h support from DA will have the effect of augmenting 

income of Filipinos ar.d will enable -the coun-try -to attain self

suxzic iency in bas i.c food requi:remen-ts. 

3. The latest, data from -the SEJcuri ties an,d Ex.change Corrunis ion 

shows that agricuitu:re:s share from -the total private investments 

was oniy 12.58% compared to -that of non-agricu'.,tural sector which 

i.s 87 .42%. 

4. On "the area of poiicies and program reviewf the following 

were those which affected the priva-te sector's invoZvemnen-t in 

Agribusiness: Fer-tiii.zer Subsidies, Price Policies, Trade Poli

cies, Taxation Policies, Land Refonn Policy and the Agricultural 

Credit. Policy. There were other policies however which were 

looked ai; as biased against agriculture. Among these are -the 

Trade Policies, Taxation Policy, Macroeconomic and Exchange rate 

Policies, Transport Policies, Govern:men-t Expendi"tures and Nation-

al Pricing. These biases "have hampered -the -to-tal development of 

~agricultural growth. 

5. To cure such biases, the following are recoTTOnended: 1) 

lowering of tarrif rates on industrial products; 2jadditionaZ 

agricultural . <:x.ctivities and suppor't services in the Investment 

Priority Plan of BOI; 3) base VAT for processed agricultural 

products on value added ins-tead of its total value; 4) reduction 
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of government ·expenditures on programs and projects which do not 

benefit majority of the population and progranming of peso deval-

uation; 5jeliminate monopoiy in transpor~ation business; 6) in-

crease government expenditure for agriculture and rural sector; 

7)i~crease govern.~ent fees for the use of naturai resources and 

imposition of perw..ities for ~nvironmenta!.. pollu:tion; 

6. The roZ.e of the private sector today is merely compiemen-

tary. while it is the government that sets policies conducive 

for its continued participation in cgricuiturai development, 

still. t.he i-::i.eai.. situ.ation is that where there is less interven-

f.ion by t.he government. In surn, the privat;e sector is Likely to 

succeed more in agribusiness if the government mere7..y acts as 

fascilitat;or and provides incentives to 7notivat;e the former to 

.::mgage actively in cgricultu:raZ. activities. 

: 
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I. IN~~..ODUCTION. 

The Philippine economy in the nineties has continu.ed -to be 

prima;---ily dependent on agriculture. It assumed an important role 

in both low income and semi-ind~strialized countri~s, being the 

main economic activit;y for a large portion(a"lmost 70%) of the 

Philippine popuZ.ace. 

ligricuI-ture, as of l$78 contributed 28. 02% to the Gross 

Natior..al Product (GNP) but roughly decreased -iri l990 with only 

23~28% However, the Services sector contributed the highes"t of 

34.42 and 43 ~ 79% in l976 and 1990 respectively (Table lj. 

.ligricul. i:ure, including fisheries and forestry accounts for 

J.i4 of the Gross Domestic Product {GDF) arui generates more than 

60% of the total foreign exchange earning from raw and processed 

agricultural exports. It was also noted that -the Gross Value 

Added (GI/A) in agrtcuiturai crops was at a high of 56.24% in iB90 

compared to i;he 8.4% of Livestock 9 10.5% for Poultry and 19.57;; 

for Fishery. To the present, two-thirds of the rural population's 

livelihood is primarily dependent.on agriculture, fisheries and 

f@restry and the former being responsible for one-third of all 

the goods and.services produced by the economy in the Philippines 

(Table 2). 

As of i990, agriculture stili accounted.for 45.2% of employ-

ment in the Philippines (Table 3j , with over 10 mil Zion people 

employed in agricultural activities and earns 36% or the coun-

try' s r.-::taZ export income. If the prod>J.ct ivi ty of such a Z.arge 

\ r,' . .r 
•\ <. 
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segment of the working population stagnates, tha~ in itself acts 

as a drag on growth. ~lthough agriculture only accounted for one 

quarter of GDP in value added terms, such activity in the service 

and small scale manufacT.uring S8ctor is in turn dependent on the 

performance of agriculture. 
• 

Most Filipino farmers are small cultivators. Between l$71 

and Z.980, the average size of fanns decreased from 3.6 to 2.8 

h9ct.ares. About 97% of all farms occupy nearly half of the 

parcels below five hectares (l980 Census of Agriculture Nat:z 

Statisticsj. However, most Filipino farmers do not own the land 

-they cultivate - 55% are cwner-operators, 34% are -tenants, 6% ar·e 

leaseholders, and 4% hold ce~tificate of land transfer rswruna.ry 

of l989 Phil. Ji...qricultural Extension Study). But nozwithstanding 

the large outpu~ of farmers to the economy, majority of them 

remained poor due to their productton of less valued raw crops. 

However, undar the Comprehensive Agrarian Reform Program, 

farmer-tenants in due "time will become owner-managers of their 

own land and will eventually make decision of their own. 

The link be-tween expansion and agricultural growth in the 

Philippines is weak compared to other countries in Asia because 

the very minimal goverrunent incentives in t.he form of support 

services and .. infrast1~uctures made rurai enterprises unattractive 

to private inves"tors. "Inspite of -the new government's effort. -to 

remove biases against agricui-ture, -the agri.cuiturai sector re-

mained s-tarved of private capital investments. This lack of 

I .··• -"l 
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invest.ments has prevon-ted the sector :ir-:::im providing enough Jobs 

for the rural popuiati.on and from increastng the nwnber of work

ing hours for the underemployed. It. has been observed that t.he 

past. economic policies did not promot.e ±he count.ry's comparat.ive 

advantage in agricui ture bu,t instead favored the other sectors of 

the econonzy like the mining industry. As a result, less inves.t-

ments. we1d to agricultural activitiet. in the rural areas while 

more inves-tments fiow.ed prenu.turely into import- dependent enter·

pri-ses which naedea more capital. and clustered in urban centers. 

Such had the effect of curtailing greater agricultural prospects 

which shouid not be -the case consideri.ng -the contribution of the 

agricuiture sector to the growth of the other sectors. 

Since 1985, the Philippines has bean experiencing wor.~e 

economic arul financial crisis. Drought in the Philippines brought 

a.bout significant decreas8s in corn and coconut product.ion. The 

devastating effects of strong typhoons and the eruption of Mt. 

Pinatubo likewise affected production in other major crops. 

whatever bright deveiopment in agriculture could have been at

tained continued to be hampered by these damaging calamit.ies. 

The attractiveness of agriculture to private investors 

depends large'ly on the amount of economic incentives the govern

ment provides thru economic policies and public spending. That 

private invest.ors continue to shy away from agricuit.ure indicat.es 

clearly that economic policies and government spending still 

remain biased against the sect.or. 

. . 
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It is therefore imperative that the government correct this 

pol ic;y impediments ir.. order to improve -the economic well -being of 

-the rna.jority of our popu'Lat ion who be"Zong to the agriculture 

s2ctor, 

l
n 
'ii 
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II. SIGNIF::CJJ.NCE OF THE STc.JDY 

une of the strategies that. has been adopted by many coun-

tries is -the incr(;;asing participation of privat;e sector in the 

process of economic d<3velopment. The desire for the approach is 

tiie ~m.pirical observations that t:he privrzt.e sP-ctor is inherently 

" more· efficientr thus ca,n bring abou-t a faster rate of economic 
~ 

- '!t· 
growth than the pubZ.ic sector-7..ed deveiopmen..t initiative. Greater 

par-ticipation of pri;vats sector is aiso being encouraged -to free 

the government; from action responstbili-ttes and obitgations 

thereby enabiing it to concentrate its effor-ts and resources to 

the prov is ion of support infrastruc-ture a;~.,d o-c:.her re iated serv-

ices. 

Policies regarding the increasing roie of private sector in 

agricuitural production and agro-industry endeavors have been 

pursued by mos-t of the member countrie"s of ASEii.N~ The poiicies 

extend 'from the ac'tual proviston of incentives and subsidtes to 

private entrepreneurs to the creation of an environment that is 

conducive to private investment. In general.~ · the ASEAN has 

at-tained a great degree of success in promoting private invest-

men-ts in agricultural. product;ion, processing and marketing activ-

ities thru attractive poiicy measures but because of vari.ed 

social economic and poiiticai consideratio~s the preferred areas 

of investment differ in ex:tent. and· scope. 

There is very minimal. attempt to monitor thtJ extent and 

ZeveZ. of pri.var,e sector i..nvoZ.vement in apri..business cfrn.J8lopmenr.. 
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He~ce, poiicies and progrcm formuiations inciuding policy adju5t-

ments that wil.l maxi.71izc the contribution of -che private sector 

to the agricuitural sectors' deveiopment have not fuily material.,-

ized. 

It is fo1~ these reasons that this study has be2n conducted# 

The study will cover prospective issues on goverrunent poiicies 

and p~o9ra:ms tha.i affect private sector inv~stment and cume up 

with res~l ts that wi ii enabie the two sectors (priva."te & pubi icj 

to w~rk hand in hand and finally give rise ~o policies and pro-

grams that wi 1. l 1ttract; pri.vate sector in'Jestments in agribus i-

ness# 



-Page 7-

III. OBJECT1vES OF THE STUDY 

1. To review and anaZ.yze "the role and impac"t of private 

sector involveme~t in agribusi~ess particularly with regard to 

-the grow-th and development of the a.gricultU-ral sector as is 

relates to "the country's national economy; 

2. To present existing government pciiicies towards &rec.ter 

participation.of privaT.e sectors in agribusiness; 

;3. To reexamine the goverrunent ir..cent ive structures tha.:t 

have an inclination on private sector participation in agribusi-

ness; and 

4. To draw up reconmendations on some policy adjustments 

needed by the government to promote extensive participation and 

inves"tmeni; in agribusiness. 

J. v·. SCOF E AND LIHIT"liTIONS 

The si;udy covers an extensive review of agricultural 

policies affecting the private sector's ability to engage in 

agribusiness ac"tivities that will enhance no~ only the agricul-

tural sector but the whole economy as well. However~ this study 
. _, 

hinges on seco.,...,dary data due to l imi.ted access to private sector 

data. 

·. 
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V. rXJVER.NrfENT - PRIVATE SECTOR AGRIBUSINESS HATRIX 

1. Department of Agriculture Priority Corrunodities 

In terms of priority attention, the Philippine agricuZture 

remai.n.s concentrated on a few primary commodities which have 

tra.di~ionally provided the food reqi:,irements and accour.ted for a 

major portion of the export earnings of th& country, to wit: 

A. R.ice 

•. "'·~· 
B. Corn 

c. Coconut 

D. Sugar 

E. Livestock and Poultry 

F~ Fisheries and aquaculture 

G. Tobacco 

H. Fiber 

I. Fruits and Vegetabies 

J. Ornamentals 

Combined, rice, corn, coconut and sugar accounted for 32% of 

the 1990 agricultural GVA; the livestock and poultry sectors and 

fisheries sector accounted for 23% and 18%, respectively. 

Attending to the development of these sectors would actually 

address the needs of t.he populace. 

The Department of Agri.cui ture (DlV wil I cont i.nue to support 

increased productivity in these ma.Jar comnodi.ties, provided the 

country has comparative advantages in producing these and that 
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such pr-oduction dnes not endanger the resource base. This sup

port will not onZy enhance the income and well-being of the 

majority of The population, but will also enable the country to 

attain self--sufficiency in basic food requiremen"ts. It will also 

help tmprove the baiance of trade by increasing export earnings 

and minimizing importation of primary commodities. 

The DA will also pfomote di·ver-sification of viabie alterna

tive crops, livestock and aquatic products in order to broaden 

the opportunities of rurai folks to increase their incomes and to 

reduce their vulnerability -to volatiie markets. Diversification 

will also be promoted to improve t;he country's food security, 

increase export earnings and reduce imports thru i;TlPort repiace

ments. 

2. Contribution of the Private Sector to the Economy 

Due to limited access to private sector files, available 

data on private capital investments as well as the top 20 agri

cultural firms compiled by the Securities and. Exchange Conunission 

(SJJCj were chosen to determine t;he extent of privat.e sector con

t;ribution to agribusiness. 
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Prom 1981 to 19R8, investment in agricLliture accounted for 

16% of the total paid-up capital investment of newly registered 
-~ ((I 

domest;ic s"tcck corporations arui partnerships (Table 4j. The 

bigger s."iuzre of these i~vestments went to the other sectors of 

the economy such as manu.fa.cr.uring, mining and quarryi.ng. As of 

87.42% of the total priva~e investments went ~o non-agri-

cul"tu.--al seer.ors wiiiie on.ly 12.58% flowed into agribusiness. 

_ifiso, based on the F0okisn Times list of leading entities, a 

i;o"tal. of .129 '1gribusiness firms made it to "the. elite - group of 

1,000 leadin..q corporations in l989. limong the top agribusiness 

finns are San Higuel Corporation, Coca-col~ and Nestle Philip-

pines, which added bilLions of funds to the national coffers in 

forms of income trzx.es. 

The top 20 agribusiness firms are the following: 

J.. San Higuei Corporation 

2. Nestle' Philippines 

-::; .... Generai Milling Corporat.ion 

4. Atlas Consolidated Mining and Development Corp. 

5. Republic Flour Mills 

Benguet Corporation 

7 > Pu.refoocis t"".:orporar:. i.cn. 

B. Del Non~e Philippi~GS 

Pa.per I?-:..dusir .. i es :..:c:-40~?.)c.1raI: ion 

~Q. Dole PhiZippinss 

Vic:torias MiZZin,q ::__-:;;pcny 



-Pc..ge 11-

12. Vitarich Corporation 

13. Narsman and Company# Inc. 

14. Granexport Manufacturing, Inc. 

15. Lega.spi ull Company 

.16 • · t:fugar Fh i 'l ipp ines 

17 ~ ltN Con.sun.ii Corporation 

18. Ayaia Corporation 

19. Lu Do and Lu Yu Corporation 

20~ 307-Z.-lbee Food Co1·poration 

These firrns we1"e categorized based on stockholders' equity, 

marke-t, operaticn.s and number of product lines to determi.ne their 

invesi;ment capacity and po~entiais to engage in agribusiness and 

other reiated activities. 

~\, \ 
"'\, ·~\ \{) 

\ .· 
\. 

·. 
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Record shows ihat r,he [ocus of "the iop 20 agribusiness 

corpora"tions is gqared towards livestock and poultry, coconut, 

corn, coffee, cacao, fruits and vegetables, wheat, flour and 

prawns. (TabI.e 5). 

In 199u. the top 2u agri-business corporations generated a 

gross revenue of P 74.$78 bilI.ion and net profit before ?.;ax of 

7.405 billion {9.87 % return on revenue) as against r:.he top 1,000 

corporations' total gross revenue of P 636.009 billion and net 

profit befora "tax of P 5$. 063 bii l iorz. ($. 25% return on revenue). 

In effect, the top 20 agribusiness corporations contributed 

11.75% and 12.53% of total gross revenue and net income, 

tively. 

re spec-

In -the past, the gO"vernment have impiemented polici.es and 

strategies affecting some of the co7TOTlodLties engaged by "the 

private sec-tors such as livestock and poulr:.ry, corn and coconut 

but every little attention was directed towards the rest. 

Rice being the maJor staple food of 90% of the Philippine 

population had been given primary importance by -the gouerrunent. 

• The rice industry con-tributes abou-t 15. 3% -to "the gross value 

added in agriculture and 4.7% of the gross domestic product. 

Abou"t 28% of arable lands are planted to rice and 63% of "the 

farmer's popula"tion depends on the crop for livelihood. Ex.pan-

sion Ln palay and corn production have been cri"tical for t.he 

welfare of the mass of the rural population, as they are the main 

source of income for the majority of small farmers. 
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While all-out support is given to both rice and corn, the 

government likewise supports non-tradition.al agri-fishery 

products with export potential. These include cutflower, aquacui-

ture (prawns, carrJgeenanj~ tropical fruit~ sp-:..ces, and fiber~ 

While initiaL efforts for t~e deveiopment of tnese products are 

purely p·rivate sector-ini-tiat'ed, the Department of .Agriculture 

st:ilL provid.3s the nccessa;~y support particular.Ly in deveiopmen-

taI aspec-ts where risks are considerabiy high~ 

These efforts c.f i:,he D.apartment :;f Agri.cui ~ure are premised 

on the convic-tion tha-t the na-tion~s s-tabilt-ty and progress, at 

this stage, can only proceed from a strong and vibrant agr~cul-

tural productivity. Higher farm incomes can hope to hasten 

industrializution. Stronger purchasing power in the rurGl areas 

expands i:,he market for industrial goods and services, creates· 

more off-farm employment opportunities to absorb excess Labor in 

agriculture, and generate greater rural savings to finance in-

vesi:,ments in industry. 

Recent:, government and private sector collaborations include 

i;he LEAD Program (Livelihood Enhancement for Agricult;ural Devel-

opmentj where farmer-cooperatives are provided agribusiness 

livelthood projects with assured markets through contract growing 

arrangements with the privat;e sector and management support. 

Government facilitates for easier access to low interest loans 

and funds for investment feasibility studies. 
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Another program is the Cattle Financing Program where the 

government provides a relatively low interest loan payable over a 

15-year amortization pe1~iod. Target beneficiary here are the 

s~.all and mediwn-scale conunercial ranchers. In both programs, the 

government provides a guaranr;ee mechanism to cover risk of de-

fault in fGvor ~f the lending institution. In effect, the avail-

ability of low cost credit for agribusiness projects is effected. 

In addition, as part of its agenda to r61nt.::ive biases in. the 

attain~ent of totar agribusiness development, the new administra-

tion sets the p.hu.se for privatisation of government propelled 

activities, in li.ne with the governments poiicy to leave to the 

private sectors activitiss which it can do better and efficient-

ly. The DepartmGnt of Agriculture has been privatizing many of 

its subsidiaries and functions. Some of those being dispensed of 

are the Food-Terminal Inc .• the refineries of the National Sugar 

Refineries Corporation, the Phiiippine Cotton Corporation, the 

dairy facilities of the Philippine Dairy Corporation, and the 

B'4reau of Animal Industry's vaccine laboratories. In midit ion to 

this, some.of the National Food Authority's warehouses and Phil-

ippine Fisheries Development Authority's ice and cold storage 

facilities have been leased to the private sector. 
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VI. POLICY AND P?.:.)GS.Ai'i RJ:SVI J:SW 

The foLZowir.g are important poLi~ies which affects pr:vate 

sector involvement in agribusiness, in general; 

1. FERTILIZER SUBSIDIES 

This subsidy has heipAd th'2 cost-push infi-::r.tion.ar-y pressure 

on food prices. Here, t.he Rice Action Program l'lul.P) i','C'..S t-.:p i, e -

men-ted by the government where a two-tier price system for f~rti-

lizers was estaiJZished, ch.cr.rging a higher p~ice to comr.~-ciaZ 

crop growers in order ~o subsidize the lower cost of fertilizers 

charged to rice growers. RAP allows the Regional and Provi~cial 

Officials to formulate, design and impi,ement fertilizer su.~sidy 

schemes which would be more suitable to the needs and capaJ;il i--

ties of their respective regior.s and provinces. In 1991, a 3otai 

of 691,019 farmers have par-ticipat;ed in tha progrcun cov€ring 

51,490 hectares. About 1.32 miilion bags of fertiiizer ~ere 

distributed and average yield attained was 89.63 cavans per 

hectare. 

The Corn Production Enhancement Program (CP:JP) was lik€wise 

impiemented by the government. I-t is designed -to provide ferti-
.. 
iizer and seeds, increase credit avaiiabili-ty, enhances acce=s to 

post harves-t facilities, and improve marketing thru the US€ of 

Na-tional Food Authority (NFJi.j facili"ties and the faciLitatior. of 

contract growing arrangements. In 1991, total area pianted ~nder 

CPEP was 125 1 870 hectares. A totaL of 89,611 farmers rec~ivec 
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221, 34:1:3 bags o[ fertilizer. Average yield \.'.1as 2. 75 i1I' 

per hectare. 

2. PRICE POLICIES 

The im.?'Josition cf retail cei"Ling prices on rice, corn, feeds 

and other basic staples is effected to prevent further price 

in.creases .brought about by severe suppiy shortages. This policy 

=avored ~he consumers a~ are deemed biased against the farmer 

produ,cer. In the case of rice t cons1.uner pri,ce con"trol as tax 

imposition on farmers to subsidize low conswner pri:;es. The same 

has crea-ted discontem;ment "to r·ice farmers who were receiving 

prices lower than ·chat prevailing iu. the world market. The sup-

port price of pa lay was mair.:tained at P 6. 00 per kilo. However, 

the National Food lluthor"ity {NF.ii.) can only absorb less than .10% 

of to-tal production due to limited funds. 

Corn production, however, has enjoyed subsidies from the 

goverrunent and as such, corn producers have been re~eiving more 

than the existing world prices. Support price o~ corn remained 

3. TR.ii.DE POLICIES 

Trade policies regarding i;ariffs have shown si;rong bias 

against the agricultural sector. While the industrial sector 

enjoyed an average tariff rate of 22.5%, primary agricuiture on 

rhe other hand received an average of only 2%. In effect, there 
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i.s n.o protect ion given to local proa.ucers of primary agricui turai 

products. 

4. Tfi_J{jiTION POLICIES 

Taxation policy is centered on the Value Added Tax system 

(VAT). One of its key features ex.empts the producers of major 

agricul~urai products in their originai form from paying VAT. 

7he VAT is based on the invctce mer.hod whereby each seZZer pays 

10% cf his sales, less 10% of the cost of his intermediate in-

puts. When applied to agriculture, the invoi~e method virtually 

raises the tax rate on processed agricultural products by making 

agricuZtural processor pay an effective sales tax instead of the 

This has ied many agricultural processors to request help 

from the Department of Agriculture for a VAT exemption. 

5. LB.ND REFORH POLICY 

RA 6657 otherwise known as the Comprel>.ensive Agrarian Reform 

Program {CARP) was pursued with i;he end in view of distr-ibuting 

icrui to the landless farmers -to effect incr,eased income and land 

productivity. It also assures fanners easy access to credit 

corisidering that land ownership is a mandatory requirement 

before loans are granted by financial institutions. Aiso includ-

ed in the program is the intensified modernization scheme which 

will form compact farms and reset~lement areas. This in turn 

will result to better management, farm innovations and broader 

benefi"ts to the economies of scaLe. The establishinent of cooper-

ative farms promotes coiiective and individual, entrepre"ieurship 
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and consequently lend to the expansion of livelihood program. 

The total area o~:- lands distrib~ted by the Department of 

Agrarian Rgform (Dli.RJ and the Department of Environment and 

Natural Resources (DENR) in 1991 totaled 357,919 hectares bene-

fiting 201,777 farmer beneficiarie~. For the same period? 267 1 160 

hectares were placed under leasehold benefiting 170~904 farmer 

beneficiaries. 

6 J JJ.GRICULTCT1'RL CREDIT POLICY 

Credit is a necessary instrwnent; to both rural and a.gricul,~ 

tur~l dgvelopment. li.gricuitural credit includes the financing of 

production on farm and off farm facilities~ operating capital for 

processing,'. transporting and marketing. The pursuit of economic 

activities in the rural areas will be facilitated by the in-

creased availability of credit for small farmers and fishers. 

Loan releases of government credit programs for small farmers and 

1-:-ishermen in .199.1 exceeded P 2·.o billion. However, these prog~am 

loans represent merely 0.3% of the total loans granted o the 

~agricul~ural sector by the banking system amoun~ing to P 600 

bill.ion. 

i 

;.I' 
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A. TRADE POLICIES 

Since iB8.1, the governmerit has be~n. i.mpieme!:t i..ng an 

import Ziberalizu.tion and tariff reform program which aimed at 

liberalizing the country's trade pro-tection. However, -the pro-

grain failed to correct the unequal protection w.hich favor~ed the 

industrial sector in the past. Under such program, the industri-

al sector currently en.ioys an average tariff rate of 17.02% while 

primary agriculture enjoys a mere 1.58% a~ procos8ed agriculture 

1.17%. An example of this one-sided ~rade protection policy LS 

the iiberaliza~ion of tha. importation of apples, orangss, and 

grapes which are now flooding the markets. On the other hand, 

the irrq>ortation of vessels and spareparts as weil as industrial 

freezers is stiil being restricted by the ~oard of Investments 

(BOij. Yet these industriai products that are not produced in 

-the co1 .. mtry are necessary for the transport and pos-t-harvest 

handling of agricultural produce. Local producers are now disad-

vantaged since aside from direc-tly competing with imported 

fruits, they ita.ve to bear the burden of high -transport costs and 

product losses due to spoilage. In addition, the high cost of 

packaging and canning mat.erials also hampers the growth of the 

Agri.bus iness processing sect.ors. 
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B. TAXATION POLICY 

The VAT system is based on an invoice method whereby 

each seller pays a l0% tax on his sales, less 10% of the cost of 

his intennediate inputs. It exempts producers of agricultural 

products in their original fonn. when applied to agriculture, 

this method raises the tux rate on processed agriculturai 

products by ma.kin.g the agri.cul tural processor pay an effective 

sales· t;ax ir..stead of VAT. 

C. ifACROECONOMIC AND isxCHANGE R.li.TE POLICIES 

For year~, the government iut.s had a fiscal d~ficit 

which means it has 8een sp9nding more than the revenues i~ col-

lect;s. In any economy, a fiscai deficit implies a trade deficit, 

meaning, the count;ryrs earnings f~om exports are less than its 

expenditures on imports. our country:s economic managers choose 

to firiance these deficits with borrowings here and abroad rather 

than by i;icreasing our exports. These borrowings overvalue the 

peso. An overvalued peso perializes all exportable goods in the 

country by making them more expensive and therefore, less compet-

itive in the world market. Since agricultura~ produc~s are the 

principal exports of the country, producers and e~porters of the 

agricultural products are the hardest hit. 

D. TRANSPORT POLICIES 

1. The one-port-one operator policy of the Philippine ports 

Authority {PPA) has created cargohandit'ng monopolies i.n ·public 
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poits which lead to gross inefficiencies and high costs in ship

ping agricultural goods. 

In sho~t distances, handling costs in public ports 

easily exceed the freight rates. In the Cebu-Dumaguete run, for 

example, which covers 70 nautical. mil.es, handling costs for rice 

and corn e~GHed 'th<J fre i$ht rate by 40%. Moreover, handl i.ng 

¢.os:ts in pri'Jl'l:te p;orts where there is nu mon.opdly are only about 

li4 'of "those i.n pwbl ic ·ports. 

2. BuI restric-tions on the importations o:f vessels, spare 

parts and 0ontainers have slowed down the expansion of the domes

tic inter-isl.and fleet thci:t is needed to meet the growing demand 

for shipping services. 

3. Th.e Maritime Industry Authority (HAR.INiJ.) po1.icy o[ allow

ing no more than one or two shipping lines in each route re

stricts competition and increases the cost of shipping services. 

E. GOVERNfiENT JS&ENDITURE 

Governr.lent spending on agriculture and the rural sector 

has been inadeqz~a:te and less proportiona"te to agricultures share 

in the Gross Domes-tic Product (GDP). Public or government spend

ing for agriculture averaged only 10% of the total estimated 

expenditures from l980 to l989. The ratio of the share of agri-

culture in the total public expenditures to the contribution of 

agriculture to the GDP averaged only 50% for the period. This 

implies that in the l980's, for every 100 pesos contributed by 
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the sectnr to the ecor.o:ny, onl..y 10 pesos went back to it "..n the 

form of governrnent spending. 

F. NATIONAL RESOURCE PRICING 

The underprici~g of natural resourcPs encourages indis-

criminate exploitation and jeopardize the sustainability of 

agricui.tural productivity and rural deveZopment. The iow fees 

charged for the use of ti.mber~ mineral, and other resources en-

courage. indiscriminate exploi:tat ion of these resources. 

The consequences of these biases against agricult;ure 

can be observed in five essen~ial aspects of rzgriculturai produc-

tion: 

1. Lower investments in agricuitural concerns; 

·-
2. High post-harvest losses resulting mainly from a poor 

post 'harvest system; 

3. Poor prospects for agricultural activity; 

4. Less competitive agricultural markets; 

5. Food supply problem. 

2. LACK OF STANDlllWS 

The lack of uniformity in weight measurement is prevalent in 

raw agricuituraI products. Host of the Fiiipinos are stiII 

accustomed -to sei i i.ng "by tumpok", "by balde" or "by 'piece". The 
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ideal of course is the use of internationally accepted units of 

standard measurement in terms of kilos or net kilos. 

. . 
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VIII. REC;)HHENDiiTIONS 

First and foremost, the identified biases n.gainst agri-

culture must be correctdd, to wit; 

1. To remove hann:iui effects of trade policies on agricuiture, 

~ome refurms must be ir.iplemented: 

·a. ~·he tarrif rates on industrial products used as inputs 

shoul~ be Zowered. 

b. To attract more private inves-z:;ment:s into agricuiture, 

more agricultural activities and support services shouid be 

included in the Inves"tment Priorities Plan of the Board of 

Inves·tmen-ts. 

In sum, the government should lower ~he tariff rates on 

industrial produ~ts used as inputs in agriculture. The Depart-

ment of ligricuiture is spocificaLly recommending the reduction of· 

tariff ra-tes for industrial products that are important inputs to 

agriculture such as; prawn feeds and feed ingredients, livestock 

vaccines, livestci<;k and poultry medicines, pesticides, fishing 

gear and agricultural machinery. 

2. To make t;he VAT s:ysi;em equit;able for bot;h industry and agri-

culture under t:.he t:.axat:.ion policy, the Vli.T for processed agricul-

tural produci;s must be based on -the value added instead of t;he 

'to-tal value . ' 

3. Under 'the macroeconomic and ex.change ra'te policies, 'to de 
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crease "the budget deficit, government shor..t.ld cont1.nue ;·educing 

its expenditurss on programs and projects which do not benefit 

the majority of the popuiation. To lessen "the trade deficits and 

increase competi "ti.ven,ess of the country's ex.ports, a peso devalu-

ation m:.LSt be programmed. Goverronent should also continue im-

proving··tax collection. 

4. To remedy problems under transport policies, shipping and 

port services must be open to all firms who wish to provide such 

services. The Depart;..'11.en-t of Agriculture and priva:te shippers 

mus"t also be i;ic!.,uded in the PPA Board so "that t.heir· in-terests 

can be adequa-tely represented in formulating por"t managemen~ 

policies. 

5. To improve the envirorunent for increased productivity and 

incomes in the rural areas, government must; increase spending for 

agriculture and the rural sec-tor. 

The governm.ent. mus"t specifically increase the share of 

infras"truct.ure investment in agriculture. These resources should 

be used to build, primarily, barangay roads, bridges, highways, 

ports, and fish landings, and secoruia.rily, s"torage faciiities. 

The low fees charged for the use of timber, mineral, and 

other resources encourage indiscriminate exploitation of these 

resources. in order therefore to promote Judicious resource use, 

the. ·a is a need to incr-ea.se these government. fees* Al.so,, . penal-

ties should be imposed on persons or enti~ies "that pollute envi-
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ronmen~ai resources traditionaliy regarded as free, such as air 

and water. so that these are net polluted freely and indiscrimi-

nateiy. 

7. If the leek of standards refer to that of quality~ the 

Deparr:;:;-,ont of Agriculture in collaboration with the Bureau of 

Frodti..cr. Standards of the DTI shouid sit down an~ be able to 

determine the different s~andards required of each product mar-

ir..et. Su.ch standard should coTJ.f orm to wha:t the comnon market 

requires. 
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IX. CONCLUSION 

Agricuiture in the pas~ has achieved modest accomplishments 

compared to other sectors. However, the role of the private 

sector group in the development cf agricuiture can.not be overem-

phasized. For cne, their role is mereiy complement.ary. Whereas 

the governrn..ent s&ts the pol. ic ies con.:C:.ucive for the cont in.ued 

priva:te :;ector parti.cipation in the deveiopment process~ stiiI 

t'ie ideai situat.ion i!? one where "there is l3ss direct governm.er.,t 

intervention arui al 7-ow "the wheel of development i'ests in the 

hands of the priuate sector. As such, the goverrunent must merely 

act as a faciiitator with accompa.71.ying incent:ves to motivate the 

private sector to actively engage in agribusines3. Here, the role 

of the two septors can be described as forward and backward 

integra-tion. The backward linkage will be provided by the gov-

ernment a~d Lhe forward Zink.age by the private sector. The 

government mus~ support the private sectcr=s efforts to concen-

trate on a few selected high-vaiue products such as prawns, 

cutflowers 1 coffee, cacao, tuna, ramie 1 spices and fruits where 

the country strive for leadership in specific foreign markets. 

In addition, to enhance the growth of agriculture through 

agribusiness development, the government and the private sector 

must work hand in hand to establish a Policy environment condu-

cive to increase agricultural production and profii;ability. The 

implementation of programs that wili support the development of 

the fuil productive potentials of small farmers should be has 
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tened as w£i.l a.s the deiive~y o.f support ser1.)ices to them. .ii.Isa, 

the effective implementation of policies and measures to ensure 

the sustainable development of agricultural resource base should 

be further promoted. 

In sum, there is a need for the private sector to act as the 

prime mover in agrib:isiness deve lopmen·.t. As "the various irnpi.e-

menta~ion szandard of the government takes effect, agricui..tural 

perfcr:r~e will become ir..creasing-ly depertdent or.. "th.a capability 

of the private sector. Success of liberalization is premised on 

the expectation that a competit=ive pri"·a-te sector wiil perform 

more e:fii.cient;ly than a mon.opolistic public sector. For - this, 

the ac~ive support of farmer groups, traders, processors, bank-

.ers, non-goverrunent organizations is needed to join han.ds with 

"the go:vernment in unleashing the vast potential of agriculture 

to contribute to our cou~try:s growth and stabili~y. 
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th11E or m:"-·ANY 
'.STOCKHOLOCR'S: 

mu; rr r;iRKET 

I 
I· 

OP£RATIONS 
PRODUCT 

LINE 
GROSS 
REVENUE 
(P'OOO) 

NET PROFIT 
: BEFORE TAX 
I, 
I (P'OOO) 
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_, ~~~ M!S~EL CORPORATION 

2. NE3iLE' PHILIPPINES 

3. GENEHAL MILLING CORf., 

., 
f 

I 

.\ 

I 
I 

I 
I. 

4. ~ TLAS Frnrru ZERS CORP. ,: 

I 

•· 

11,302 ?i 

114M 11 

332 M 

~DDIE5ti: garkel 
:s~ar1 = B~-901 
;Expjrt: beet 

:Locall)': 
: Exporter: 

I 
I 

I . , 

' I 'I I 
-Beer is delivered via 
integrated land & sea· 
tr.;nsport 

-Poultry cperition cover 
al J ph<.se\i of . btisini!ss 
frc~ breedin~, grcwing 
and ;1roc:?ssing nf 
broilers 

-Manufacturer, wholesaler 
e~porter l distributor 
of uairy products 

-Soy a-based product . · 
~ -Infaat foods 

I 
I 

I 
I 

-Noodles & seasoning 

: -Manut act'urer 1 i111.porter 
&·distributor of feftilizer 
& agricultural & industrial 
che:nicais 

-Engaged in integrated 
· prawn, culture ·project 

:Beer 
:Dairy products 
:Poultry & Livestoct ' 

:Feeds 
: Packaging 
:Prawn feet'.is 
:Prawn 

;coffee mills tea 
:coffee crea~er ~hoco: 

drink 

:soya-based prodJct 
'.Infant deletics 
:Noodles & Seasonin~ .. 

I 

:Flour, ~i1~~ p6~ltry: 
: & hogs, instant 
:coffe~, snack foods ~ 

:s~ybean 

:Fertiliier ·. · 
:AgriculturPI & ., 
:Industrial chemicals: 

?6~J31,76S 

7, ~·16, 630 

3,178).23 

5,021,487 

I 

·' 

. ·' .. 

I 
/, 

. I 
I 

I 
I 

3,J6\((7 

8471931 

1°98,980 

329, 688 . 

. . 
---------------~----------------~----- ·--~-----------~----------------··-~--------·-~-------------~------~~-----------------------------------"-. . 
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: 9'TOCKH01.DER' 5: OPERATIDUS 
NAME OF COMPAtf( : ·EQUITY MRl:ET 

., 
I 

I 

· 'PRODUCT Ll NES 
I ., 

GROSS 
REVENUE 
(?'(l00) 

·: NEI PROFI1 
; BEFORE TAX 

(P' 000) 

==========~====~==============================~==:============~========~===========:==~==~====~==~=========~=====~=====~==============~======~= 

5. SE 0 UBLIC FLOUR HILLS 

· 6. BENGUET CORPORATION 

7. C•LJREFOODS CORPORATION . 

8. DEL MONTE 

9. PAPER INDUSTRIES 

704 M 

:. 2,087.6 M ., 
I 

I 
I 

I 
I ,. 
I 

I 
I 
I. 

I 

I 
I ,. 
I 

I 

.•' 

I 
I 

891 M 

1,457.7 

11351.9 M 

· : !«,porter: wheat from: 
·: Aust'.alia, Canada 
: and US 

-Grocery DivisiJn 
-Agri Division 
-Flour Divis~on 

'.Flour 
: F'oL11 try & ~;heat 
: products 
: Ccnsumer pro due ts 

3J51~.,3JB I 

'· I 

:Export cop~er tc Benguet Go!j Operations :Mining-gald, si:ver,: 4,('2~,69'.1 ' 
·: Nissho- !w.ii 

American Cor~. · 
und~ · a 3·yr. 

: mtract 

:E>:porter 
I . , 

' -Oi2on Copper Operations ' copper ;;nd -:hrct.e 
-Masi~loc Chr~mite Operali0'.i'. 
-Paracale Gold Dp&rations 

..:Manufacturer of canned met1t :Foultry 1 meat, 
products, "fresh processed . : ·lanned fish 1 fruit: 
meats, canned fish, fruits : a~d vegelable! 1 

and vegetables : flour 

-Exporter v1 ";ankies' canned: 
tuna - US, "Three di~m9nds" 
& "Geisha" t~nhed tuna 
-Ellrope 

-Manufacturer: growing & 
& c'anniny r::f _pineapple 
a11d to1Ba.to 

'F'ineapple kiwi 
' Orange juice 

lo~ato meal sauce ' 

. :Locetly, the company: -Pr~cessorlproducer o~ pulp 
': supplies 90% of : . and paper products, timber 

:Pulp ~ p"per i.e. 
n~hspri 0 t, ~raft 

I 
I 

I 

newsprint market : . products and finished 
ane 69X Jf the : lum~er prod~cts 
l:rutt p.iper 
1t1~11.~1 

I ,, 

'·container board, 
corrugating ~edlvt 

~~chan1cal paper, 
ltl111l111:i11 dtrPdt•~ 1. 

paper : 
:Timber p·odults i.e.: 

1095, lumber (qDIRD' 
' fini~hEd lurn~er 
' pro~ucts, plywood 

(type 1 & 2~LIP to 
~ ft r. I 0 ft) I 

2,84!,45~· ' 

2,4:'11982 

i,112,315 I 

. . . . 

~ttl :. j 419 

4(17,947 

lSi,42(1 

26~~:95 

62, a::. 

·-------------------------------------~----·-----···------------------· -----------~----------------------------------------------------------
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;STOCKHOLDER'S: 
NAME OF COMPANY EOU!TY. MARXET. 

'I 
I 

OPEkATIONS : PRODUDT LINES 
GROSS 

REVENUE 
(P'OOOJ 

::NET PROFIT 
: BEFORE TAX 

· P'OOOJ 
===~===========~===============::::;:;::;========~=~~=~===;::;::;;::======~==~===~~r========::;::==~=======~===~:==~===============~=========~= 

:o. DOLE PHILIPPINES 

ll. )ICTORIAS ~'LLING CO. 

--· '/lTAREH 

I 
I 

131, 7 

1 38 

. &72 M 

I 
I 

;i;atiur« .. l ~ Inter· :. ·OperatPs with 4 .divisions · :Major grower/ev.por"· :· 2,640,478 ' 

, . 

1:idiun~l to US., ' n~mely: pineapplJ, ~tanfilco: ler ~. pror.essor of : 
,ltipa;; 1 Hongkong, ; tropi fresh, seafood ; pineapple & bananai: 
:~'n9ipo1·e;. lt~ly, : : tur.a e:{port~rs; 

ilic!dl,e East, So,. th:· -Dist'r.ibutor: Ace Food:; C0rp.: manufactures bo:les 
Kcre: 0): Peeples'. : and t'.J1isf:I; F'h!.ls., Inc. ' & car.s tor'Ho·lts:: 
R2p0~'.ic of Chi~a 

I 
, I 

-Manufacturer of r'aw ar:d 
refined. suqar 

'.Raw refined sugar· 
Brand narn.e: "VMC" 

-Nor.~suga! operations include: 
ffianufacture· of subjects 

I 

·' 

foundri &.machineshcp 
pro~ucts; fib~rglass 

reinforced plastic pipe5 and:· 
tanks, sugar milling 
equipmen~ and farm .machinery: 
subject" canned food pro!Jucts! 
en~ineering services, I ·, 

"Victorias" 

: · hospital an<! medical 
service;, educational, 
shipp'ir1g, managemer1t 
con!::ul taricy & tec~nica! 

.services and prd]ect suth as: 
free far& plactat~on, swine · 
aq•1acul ture, cattle au' 
organic fertilizer 

. : Poultry & hogs 
:Animal feeds 

., 
' 

:1 

'' 

3,184,964 

'I 
I 

2, 146, 764 : 
I 
I 

: Aqua.culture feeds 
:P~oceised meats 

I I 
. ". '1 

j·. 

:~~t&rinary products :· 

1\)4, !!J8 

12:,166 

60,C36 
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:sTOCl:HOLDER'S: : : • GRoss • NET ·rRo>~' 
t-i~ME er COMPANY EQUITY ' MARKET : OPERATIONS ; PrWDUCT LINES : REVENUE 8EFOHE T~X 

: . : :· : : ( p' 000) : (P' (1 1".~) 
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•I 

1 ~. MARSHAtJ 

" 

14·, GRANEY.PORT MFG. CORP. 

1~ .. LEGASPI OIL COMPANY, me: 

l6. SUG~R PH!LJPPIN~S,. INC. 

1'. DM CONSUN! l '' 

,· 
I 

I 
I 

I 
I 

I 

'I, 
I 

' I 

120.7 M 

429.5 

642 M 

.8 M 

153.5 ~ 

:Import: m~rc~aodise : -Wholesal~ J ~istribulor 
from us;· Germany I :. of Pharmaceutical produc~s! 

: Italy,'·swi.tzeriand: and.vet'. products, focd .. 
·' Hcl land & : ~ food presl?rvatives and 

Australia thn.. : produci.s 
Letters of Credit : ·Importer I.distributor of· 

'. 
I' 

:Ph,rmaceutical prod-: 
ducts like ethical' : 
d'rugs, i>QrD and vet: 
orodurts, food and : 
w6od preservatives : 
and chemic~ls, hos-: 
pita! equipment & : 
non-crude coconut : :Export! trude· coco 

oil & coco by
produds · 

: . ~DS?ital equip~e~t 
-Ka&ufacturer, e~po~ter, 
distributor ··:~ii and coconut by-: 

I .. 
I 
I . . 

:Int~rnatlonally : -Coconut£ from local 
: sald to US, Russia{ · SL'ppJ'iers u.sed to import 
: China, Japan f spare parts'fro~ US 
:south Korea : -parts are the most 

I ,. 

: 1 i:ita 1: Coca-col a. 
Bottling Company 

: Forei;in: .Am sugar 
. : C:irp. (USA) 

Farman Inte~

r\a tional Corp. 
(IJSA} 

I 

i1n~ortar.t items in the 
order iist of subject pe~ 
compan-1 source 

t ' •• ,: 

1: -G~n~ral contarctbr- roads, 
buildipgs, ~nd other 
inf rastrudure· 

: products 
" I 

I 
I 

., 
I 

.I .. 

•· 

., 
'1 

:Housing, mining, ar·: 
:riistre, stevec!oring, ~ 

:ste!:'l barge:,. tug
:tc:ats & fis:,i.ng 
:v!!SSl?]S 

--•··---~------··---------~-~-----~---------~-·~--··-·---~-~-----*---~--~------r-•••~----··-- ···--------·-----· ------· •-h•• 

1,327,905 : 

1,470,775 

1,7:-1,895 

8)1,60(i 

., 
I 

'I 

691,816 I 

32,243 

52,007 

57,926 

1,429 

26 J 487 
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rl!iM[ CF CO~PANY 

: STOCKHOLDER' s·; 
rnun.Y Mt,RXET . OPrRAT IONS i'~~Ot'~~CT L Itlt.'2 

GROS~- : ~ET PRDFIT 
REVENUE : Dl~~RE TA~ 

( P' (·00) i p .. )(l(l ~. 
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18. A'rAl.A CORPORWON 

11. ~U 00 & LUYM CORP. 

20. JOLLIBEE FaOD.CORf. ' I .,. 

.. 
I 

4,551 M ·:Ne· d~ti available 

141 M· 

I 

'· 
I 

:Local: Metro Manila 

' .I 

. : Pampanga, Dagllpan,: 
· Lfaguio; L·'.guna 

I 

-Hording Co. of the Ayal~ 
Group o' Companies 
mnnitoriRg its investfue~ts 
ard allo:ating'.res0Jrr2s 
among its inter-industry 
suhsidiaries 

:Real er.tdte 
:E~r·ort trde:· 
'Banana 
:Mari~c 

: 3r1,- .:r.p 
'.Plast:: f~br:~: 

-Fxn's mainly as a strat 0 gic'.S~oes 

pJ:ning body con~entrating 

nn the identificdtion of 
Gew business opportuG•ti05 

-Manufacturer, exporter of 
rnconut oil & corn starll1 

~Manufacturer 120%) 
-Wholesaler (21X) 
-Retailer (55i.) 
-S11rvi ces ( 4i.) 

:coconut 011, corn 
:•tarch, Braid na1es:: 
'Capito1 1 Farola, 
'.Anch0r 0 igeon 

:Jollib~e. ~roducts 
:Ha•burge~, hotdog 1 

: fried chicken, 
; spaghetti 1 pa l.;~ok, 
:frenrh friss, 5Jfi

:daES; bulk ch1cten 1 ' 

:colrslaw 1 k!l)' 
:twirls, ~ango pie, 
; sottdrinks 

1. 3.11.l, 4C4 I 

1,15:,,115 I 

363,918 

··-· - .•• ·- ··- - - - ·- ... --- -- -•4 -------""'·-----..:-- .. -- - ---- - --~-- ... -- ...... -·- -- __ .:,. ___ --- ---·· _,., _______ --- _ ... - - .. - ....... - -- - - ...... ----- -- ~· .... -- -- • - - - -- - -- --.- - - -
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4,423 

7~·. 267 
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11 
IMPACT ANALYSIS AND POLICY I3SUES 

by 

AUDIE l.:. UGALINO 

ii A case study report submitted to the A.SEAN A.gricuituraI 
Development Planning Center in Bangkok1 Thailand on July 
1982 . 
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EXECUTfi..·: SUHMARY 

The · poui try industry has becc:-:-.e one of the most progress ivE.. 

sec-tors of the PhiLippine agric 1i.>'curai economy. During the 1984-

1985 recession pericd, the pc~. =-:ry and Z iv€stC'._-:k 3ub-see:tcr::: 

ccn.,tribut.3d grea-tiy i.n .the Gcono-r../ 1 s recovery process. ·:"he 1"Jross 

Value Added for swtne and pouZ~ry grew at an average of 3.6% and 

8.4%, respec-tiveiy~ for the 1980-1990 period. Even as r;he maJnr 

rwninants (cattie and carabao) pcpuZation deciined fo1 the 1985-

1990 period, hogs and chicken population demonstrated strong 

growth rate of 2~0% and respectively. The pouZtry 

subsector have ti'J,e highest degree of commerciaiization at 30% of 

·inve,ntories being heid by commercia.l farms. The shi,ft r."rom 

smailholders and· subsidi.ary to i-ntensi.ve . cornmerciai operations 

resuZ. "ted to the rapid fJ,rowth .-:;:f "the poui try ind:.i.st1·y_ in ths 

Phi Z. ippines. 

The important policies cri.ticaI :::o the pouitry subsector are (1) 

t1·ade poiicies particularly tar:ffs -to agricul.tural imports and 

the Import Libera I izat _ion Pro gr .:.m, ( 2) · incen"t i.ve and taxat i-on 

policies such as the Investment Priorities Plan which prov-ides 

incent. ives and tax exemptions for specific agricuI-turaZ 

ac-t iv ii; ies, (3) exchange rcte poiicy wherein the peso 

overvaiuat ion makes· the feed- Z ives"tock export .I ess competitive in 

the world market, and· ( 4) re:: 2arch expendi "ture po 7. i.cy whert' 

government needs to increase it~ budI;et for R & D. 
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The pri.vat{> sector is the maJoi piayer in the pou.l. try industry. 

Ac.c-<.xrding to est:mat2s cf the Bureau of Animal Industry, the 

poultry and swine sectors use three-fourths of the totol corn 

i. :::s cpe:·at icn. 

As such, the pou.ltry and swi,ne sectors provide tr1:e ~mpetus for 

the growth of t;,he riece and corn industries and other related 

indust.r ies as we Z. l. · The big i.ntegrators in the pov.I --cry industry · 

introduced technologicai advarices i.n the poultry industry. These 

tntegrators I ikew·fse i.ntrodu~ed aru:j. popu.Z.arized intAgrat ion cf 

pr::>duction and marketing operatic.ms in tl,,e poultry business 

which led.to better efficiency. The big integrat.or also served 

as models and provided a challenge to cooperatives to venture 

into s imi.iar i.nt.egrated -Poul try ope rat ions. . They i.ntroduced 

branding and brandadvertisement for their· pouZtry products. 

The biggest contribution of the poultry i..ndustry is the 

provision -of employm.ent to thousands of peopl~ directly and 

indi.rectly involved in. i.ts operation; 

Inspite of the good performance of the poultry i·ndnstry and its 

positive contribution to the economy, it is faced with various 

prob I ems and issues such as ·( 1 j tight suppiy and high cost of 

ha.c;ic animal. f-eed .i.ngredients, (2j scarci.ty o.f credit and high 

tnterest rates, (3) prevalence of diseases and poor nutritton, 

(4) power cn .. s7..s, (5) Zack of breeding ani.m .... '1Is; (6) problems 1.n .. ·. 
i.n.du~s:.ri.(zf [.Jeci.ce_* c1n..d (7) dtsorg(J..n.i.zed n2ari-;.,etirig syst021n.4" 
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:· 6) mar kt. t intervention po Ii.cy pan:. icuiar'iy on grain import.ct i.cn. 

Both the pubiic and private sectc: inst1.t11,tions respon.sibI8 for 

the "deveiopment of the pouitry industry need tc cooperate, 

coordinate and compl.iment each other. They must put their acts 

together hannoniousiy for a much better pouitry industry whL.ch 

can greatly co-:1:trt:Jut;e to the Philippine economy. 

fn:acu9/devrian 

. -~ 

.· 
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The agricu"!,tural sector of the Philippi.nes still plays a 

dominant role in the economy even a.~ we are in the decade 

of "the ninetees, Agri.cul"ture is sti7,1., the main economic 

activi"ty fer a large segment of the population accounting 

for 85% of r;;mpio:yment or 10 mill ion people i.n 19;30, The 

ag1·iculture sector which c0ntributes around 27% to Gross 

Domestic ''Produqt ·was a strong factor in the recovery of the 

Ph.ii ippine Bconon-.y from its negat iv6 G.v-P grcwth . ;~a-tes in 

1984 and 1985. The 7,1,.vestock subsector 1 particuiar"ly hogs 

and pou,itry, contributed grea"tiy on the r~covery process due 

to the relativeiy high income eiasticities of iives~ock 

consiimptton. .!is such, ·during -the 1985-1888 period when 'the 

economy began to r:ecover, per capitG. -:"eal . income grew at an 

average of 3.4% while to-tai consumption of livestock 

accelerated at 7% per year, from the combined effects of 

income and population growth. {Refer to table 1) 

The Philippine livestock industry, which includes 

poultry, hogs, cattle and carabaos, contributes an 

.average of 20% to the gross value added ( GV"A) in 

. · agricuiture. Totai G'vA for Iivestock and poultry in 

the Philippines has been growing at an average of 5.6% 

and 8.4 %, respectively for the period 1980-1890. 

(Refer to Table 2) Domestic meat suppiy comes primarily 

from hogs and poultryc aggregately contributing around 
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80% of total meat supply. 

Poultry and hogs exhibi.ted modest gains o±· i. .1 percent 

and 0.6 perc&nt, respectiveiy for the period 1970-1990. 

The recession years of 1980-1885 negatively 2ffected 

the growt~ of the livestock po~ulation with chtcken 

population having a low positive growth rate of 0.16 

percent compared to the negative growth rates for 

cattle (-1.2%j and hog (-1.3%j populatlon. As ·the 

economy recovered in 1885-1990, the ma.Jor ·ruminants 

popuiation {cattle ari,d carabaoj declined while hogs and 

chicken demonstrated strong growth rates of 2.0% and 

6.4%, ·respectively. (Refer to Table 3j 

The Philippines is relatively suffi.cient in poul-:ry 

meat 9 po1~k and eggs with minimal i,11portation of porks 

(mostly pork belly, trimmings, Liver and shoulder for 

meat processin.gj at a yearly average of only 2.6 

thousand ~etric tons for the 1988-.1990 period. 

Meanwhile, the average annual beef ·imports is 6.4 

thousand metric tons for the same period. {Refer to 

Tab7..e 4j. 

The Philippines is however heavily dependent on 

imports for breeding animals, par"t icuiariy G-.,~a"t Grand 

Parent (GGP), Grand Paren-c (GP) and Parent S"tock (PS) 
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:!'or poui.try and pu.re bred pigs. Between 1987 to 198·9 1 

the Phi.lippines imported a totai cf 8,230 head of hogs, 

3.A million day old chicken and 19.4 million hatching 

eggs. .It also imported 57,593 heads of feed.er cattle 

from 1987-1990. · 

Livestock producT.ion in the cour~tr:y is predominantly 

smaZlholder types and back.yard in operation, averaging 

85% of total operation in 1990. 

The swine and poultry subsector have the highest degree 

of commercialization .at 15% c.nd · 30.%, respectively, 

of inventories in 1989 boi,ng held by commercial farms. 

(Refer to Table 5). The commercial hog and poultry 

farms are integrated types of production, with the 

small.er farms mixing their own feeds while -the ;,arger 

farms having their own hreeding and hatchery 

operations, manufac-tures cOITUnerci.al feeds for sale and 

for their own use, and engage in commercial meat 

processing. 

The widely accepted farmer contract growing for broiler 

production is an example of integrated production 

system among -the large poultry integrators. This 

contractual arrangement revolves around -the sharing of 

costs and risks in the production process. The farmer 

contractor provides t"ixed capital (Z.and, buildihg and 
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equLpment) and Iabor whil.e the i.ntegrator provides the 

chicken and feeds . 

Integrators . control· 60%. of commercial broi ier 

operation. Integration of prod~c~ion and post-

production operatirms has been a considgrabie advantage 

to these conunerc ial broi Zer ~roducer·s. The rapid growth 

of the poultry industry in the Philipp_ines (as well as 

in the·Assoctation of Southeast Asian Na-tions} over the 

last 20 years has been the resuit. of t.he graduai shift 

from smallholders and subsidiary -;'.;o in-tensive 

commercial operation.s characteri.zed by·tne·u.se of high 

verf ormance breeds of chicken which are 1i,sual ly 

imported·· and the direct transfer of technolo,gy in 

pou:z. try product ion from developed countries. 

Government policies directly and indirectly affect the 

growth of t.he l ivestcck sector and t.he pou1. try subsector. 

Some of the-more important policies critical to·the poultry 

sUbsector are as fol ~.ows: 

The Philippines still.·requires import tariffs to inputs . .. 
to agricultural production such as tariffs on :feed 

ingredients a:nd mixed feeds. This has a negative 

effect on "the domes-tic prcducr.ion and expansion of the 
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I i.vestock industry, ana to the poul.r;ry su.bsf..ctor n 

particular, since I~8eds comprise a suostant ial porr,. n 

of costs i.n commercial livestock production. 

Output prote9-t iCin takes the form of fixed irr_port tariff 

rates imposed on corn, live animals-, meat products 

and prepu.rai;ion. eggs u:nd ca.it·y. This car;, be c:o1is£dereci 

as output subsidies beca?l.Se they tend to subsidize 

in.effic ien-t production ihrough dom2stic price 

protection. 

The Import Liberalization Program (lLPj has paved-the 

way for the Iiberaiization of chicken meat imports. An 

inf lu:x: of chicken from· countries readily 

subsidize their exports couid provide unfair 

competition which could undermine the viabiiity . of 

local chicken producers. In "this· regard, the 

Department of Agriculture shall continue to enforce 

phyto-sanitary restrictions i"'7, ail "livestock and meat 

imports. 

·st· present, the governm.ent is thinking of granting a 

tariff protection rate of 50% for the poultry industry.. 

It is either a 60% tariff .rate on imported poultry 

products while retaining a· J..0% tariff on imported 

inputs or a 50% "tariff. rate 'for poultry imports to be 

matched by a 0 tariff on irnported ingredients. Poul try ·. 
producers prefers a 60% tariff of poultry imports with 
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u tariff on raw materiai inputs. 

~he gcvernment has embarked on a production-pro~otion 

policy to encourage more investment on pouitry 

product ion. The production of poultry and ~breeders, 

feed i.ngr.edicnts and pouitry feeds and the processing· 

thereof were included in the 1988 Investment. Priorities· 

Plan. Firms duiy registered and·approved by -the Board 

cf .Investments are granted t.he -t;(L""(; . exempt ions f.or. the 

import. of capita.i equipments, breeding stoc.ks and 
.. -

genetic materiai. 

Tax credits al.so ex.tended · to ciomestic 

manufacturers of traditional, · poul'try processing 

equipment a5·· weli as to- the traditional processors 

themselves. 

The Phiiippine Peso has been overvaiued over a long 

pertod of time and its immediate direct impact is .on 

agricuiturai tradeabies. The peso overvaiuation makes 

the .feed-livestock export production less competitive 

.in -the world mark-et. 

Invt.'.:rtment in poultry research amounted from P77, 803 in 

1862 to Pi.3 Miilion in 1987, for a yearly growth of 
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16%. In a sr.udy cori.J.ucted by PCAP..RD, it was ,·eveal ed 

that for every peso invested by the government in 

research on poultry, Pl. 05. up to P5. 26 'TlaY be g"1.ined. 

The book showed that in1Jestment in pouZ try research 

gives hi.gher returns than corn, sugarc:zne and mange, 

for every peso tn·ve::::ted. Research is co;iducted :noinl,y 

t0 improve pcultry productivity. 

There is a need for b&tter coo1dination bBtween the 

government and private sector groups on research and 

development in poultry. Government sho"i..Lld increase its 

budget for R & D while the private sect.or, partic.uiarly 

the integrators should pu~ researches into use in 

their respective operatior4.S. 

IlI- Uiii PfiU..Witt1J ~ :iJiii 1liiiiii! Paill£:illiX # J/N#ijJ1{ii.Miii. II IMJlur.:sil.JJfaf: ffiiliiiii,Z 
Mfl!ICJ JiJl!iPM:il' ~][" 

The poultry and livestock industry provides the impetus 

for the growth of the corn and other grains industry. In 

particular, according t.o the est.imates of the Bureau of 

Animal Industry it buys three-fourths of ihe total corn 

production and al i of rice bran by-products. In 1989, this 

sector consumed P5 billion worth of domestic corn supplied 

by 1.3 miiiion farmers. This sector aiso purchases 

s i.gnifican.t r-onnage of raw materit1Z '.:: from other industri.<?s 

~ c1r:.n.1 .... u .. "2 Z ly .. ' -..! !.. 
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pouI "try i_ndustry c.onr:.ri bu-;:;es r:o -c.he viability. oi; these 

industribs. Every peso spent by the poultry and livestock 

tndustry translates to more money to thC:l.lSCLnd of 

agricultural workers on the corn. rice bran, copra meu.i. 

fish meal and oth::.r ~ruiustries. 

The poultry generates employmen~ through various means1 The 

feed miil, broiler and yeilow cor~ fanns employ considerable 

number of people involved in dressing, processing, col ii. 

storage, markBting and ve-cerinary and extension. 

Integra~or firms employ a vast nwnber of human resources. 

The contrac-c growers raise "the chickA. in their own ·poultry 

houses with their own equiµnent, labor, and management. The 

indepeneent growers also require labor as · they ·are 

responsi.bie for i:,he growir..g and the m:-.ri::.eting of the birds. 

There are no accurate data on industry employment but some 

ex.a:mples might depict the employment impact of tTf,e industry. 

A broiler farm empioys-people on·a 5,000 broiler heads per 

pe.,,.son proportion.· B;y getting the reported·popui<:Ition of 69 

mil lion heads in 1990, 'thi3 i,s equivaient · to employing 

~round 14,000 persons already. This is jus~ the people 

direct;l:y involved in produ.ct;ion. It; does riot; consider t;he 

employment generated by th-e broiler industry by purchasing . -. 
from other industries. 

BEST AVAILABLE COPY 
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It was oniy from 1876 onwards chcn; the commercial p.·.:;c;,..cers 

gained importance in terms o.f ~ol lect ive outpur;. Wir.h the 

introductiJn of improved foreign breeds, technoZogicai 

advances in year.round hatchery as well as brooding, ana 

bet;ter knowledge of nu"tri-tion and management, the 7-ndustry 

flourished as· ex.empl ~fied by the grow'th an-:i deve,Zopm,s:·,:t of 

the · commercial finns better k:iown as inteI;;ra.tors. The six 

b°igge:;'t poultry integrators and their daily capacity are (1) 

San Hig1..1.ei Corporation {120 9 000 birds) (2) Republic Flour 

Hi'f,ls (25,000 birds) (3) General Hilling Corporation (25,000 

birds) (4) Pure.f'oods Corporation {25,000 bir·dsj {5) Vitarich 

Corpora.tion (25,000 birds) (6) Universal Robina Corporatton 

('has 'no process in.g f ac i l i tJl j • 

Vertical integrators in· broiler production are domincted by 

the integrators which did not o~ly introduce different 

strains· of chicken but also vertically integrated the 

product;ion ·and marketing aspects of poult.ry. The 

ini;egra"tors became very efficient and as a· result, more 

small independen~ growers who had to buy their feeds and 

chicks suddenly becGJ'.lle con"trac"t grOWf?,rS of these 

integra"tors. Contract growing has growers as a vital 

production tool that has xacilitated the expansion of the 

pouit.ry indust.ry. To date, contract growing is the 

b.igges"t source of chicken meai;, accounting for 70% of 

commercial broiler chicken produced nationwide. Contract 

growers supply 70% of broiier while commercial farms 
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(independenr growers) maKc up ~he 30% balanc~. A'v' era_ge 

farming is about 3.5 hectares for contract growers, 

averaging a fiock of 20,000 heads and employing 7 

workers/farm directLy. There are 1,500 contract growers 

employing a total of 10,500 workers. Independent . growers 

have en average f7,ock of 500 birds which provide Iive(ihood 

to some 42,GOO growers. 

However, integrators employ the contract growing schewe 

only· with large scale (!Ontrac"t growers, who can afford to 

put up faciiities to raise a minimU[Jl of 10,000 to 20,000 

birds. As such, smai 7, and mediwn s::!al.e fanners, dne to 

their scant resources, are not abie to raise pouitry in this 

;nagn i -t ude • This created a big social probiem among the 

country's smail-scale farmers whose markets are being taken 

up by the Iivestock giants. These farmers cann~t afford to· 

lose 1;heJr markets because the industT"ial and service 

sectors do not have the capacity to absorb the Labor 

sptiiover of the agricuiture sector. And this can create a 

maJ01~ prob I em s ir..ce we shcmid ccins ider the fr:ct that i-:; i.s 

stiii the backyard sector which comprises m::.Jori.ty (l(J%j cf 

the pour try industry with the commer::: i.a I. growers sha.r ing 

onLy 20% of the industry. There is therefore c need for 

integra-tors to deaI with farmer coopera-t ive groups who a;-e 

capabl.e of putting up the required :Faci.Zr.ies [er con-tract: 

. · growing . This situation be·came a chctl.l.er;,ge to ot'fier 
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stages of prcauc~~cn for broilers. Thi.s coo_,)erative, 

although very lir.iit.ed in number were ab7..t:. to put up 

process i.ng 'plant, feedmi i l plant, breedingigrowingiha"tch9ry 

operation and develop their own marke~ing outZets. 11s a 

resuit 1 they were able ~o co~.pete with big integratars which 

integrate all aspects of business. Examples of poultry 

projects owned and operated by small and mediwn scale 

producers ar£ the Rizal Poultry and Livestock .Raisers 

· Asso~iaticn of Snn Hareo, Rizal and ·the Bulacan Poultry 

Raisers Association·of Guiguin~o, Bulacan. 

Traditionally, poultry products were cor..sidered r2latively 

homogenous and undifferentiated products at both the furm 

and retail levels. Today, -the big in-teffra-tors shifted to 

branding and brand ads in selling their processed broilers. 

The different brand names of ths major integrators are: 

"Magnolia" for SNC, ''SwiftsiBlue for RFM, 

"Pu.refoods" for Purefoods Corpora-tion, "Cooks" for Vitarich 

Corporatton, •:Home Pride:• for General 1'fil ling Corpora-t ion. 

URC has no b; 1 and for their broiler .:is most. of their products 

are sold t;o exclusive re~ailers. Branding tries 

condition the minas of consumers towards brand loyalty. 

The pouit;ry industry is becoming more scient;ific in terms of 

adopting technology. HaJor producers brought into the 

country grandparent s-tock, ha-tching eggs, modern processing 

facilities and technological expert,ise from source 
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cc:.!ntri8s. This modern -tech:wiogy enables integrators to 

expand operat ioa which wi 7.. 7. favoi' tiie increased interest of 

peop7,e in the countryside in going into con-tract growing 

wi-th· int:.egrators. Wit.h modern technology: providi.'ng 

assurance .of goodproductivi.ty, we cdn expect modest·growth 

for the poultry i,ndi..,;.stry over -the years. 

1. Tiieia ~1Ls.t ezorfJlli. Iii~ ecsit of ~w Jb11:ie;ul JE~ 
I~filllflits 

Poultry. feeds represent 64% of 'the direc't· cost 'to 

produce a ki ~o of I.-ive ch.icken. These feeds are : made 

mostl.y from impor~ed feed ingrediants· Like soybean, 

fishmeal,· meat and bone in.ear •. and other feed additiyes. 

Importe_d· feed.ingr~dients are imposed with 10% tariff 

desptte t,;ie fact that world prices of such commodities 

are· incessa.ntiy vciati.1..e. 

Corn shortages are due to drough-t, high prdduction 

cost, hiBh ·transpor:tat; ion cost,· Low market price; Lack· 

of .credi.t t;o-.farmers. for inpuj;s and iack· of modern 

;grain drying and s"torage facil·it;ies. The seasonal i:ty 

~ of corn supplies adds "t:o storage and hari.dl ing :costs 'for 

feedinil._iers and· in-tegra-tor since -they would only have 

one b.rief period to buy t.heir s-tocks for ·-th_e whole year 

and st;ore t;hese · from · f c·::r · -to · six . mon-ths. Mo.st 

integrators prefer importation of cheaper and better 
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quality corn, yst the iMportaticn of corn is ':1.pparentl.y 

.being discourag~d by the government-to protect local 

·farmers. 

The abovementioned fee.d .si·:tua-ti"on ·has. ,· rasu7. -ted · -to 
.. 

higher cost o.f feedS .. which ti.treci;ly. incr~ases .. . - .. 
poul"try 

~nice. 5mall poultry producers are much affected since 

they ·b_uy their feed requirements from integrat:ors wh.ich 

manufacture cormzercial ·fe.eds. 

Consi,deriJ:l,g t;ha.t i;he _production of-poultry 'a_re· capital 

·in~ensive undertakings, T.he financing needed for. the 

purdha.Se . of stock feeds r and capital invesiment;s have ' 

·been minimal over t.he last few·years. Loans granted. 

to ·livestock and_pouitry"production has amounted to 

,_ cnly 12.8%_· of the total. loans granted to agr.icuiture 
' 

over the last five years. (Rei"er to Tabie. 6j. Horeouer, 

. the 5. 6% annual growth ·in the volu.m.e o:f-- loans 9ranted 

·to "the swine and -poultry industries from 1985 t:o 1989 

has nut _kept pace with the growth of thes_e sectors. 

The · cost .of mcney given as loan. to poultry and 

I. ivestock_ ra~:sers is very high at 18..,-25% from 

commercial. banks. This is so because the reserve 

·requirement on deposit,s (time and savingsj at 

commercial _banks is very high at 25%. Consequent Ly, 
". 

the banks have to charge higher rai;_es as they are only 

-1~~' ! ' 

!/ 
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ab"i..e r:o v;..Se 7f;;-~ of c;.;posi.r.s for lG-:-"..ding. 

governments cont ini,i,ed borrowing from 'the domestic 

sector, ineZuding financing· institu'tions, at. very high 

ra"tes (17-18/{,), using T-Bil Is, is encouraging lending 

iristitut;ions to charge high interes-t ,·ates and shy 

away from involvement in agricuZtu~az credit. 

There has been· no susfatn~d h~alth and disease 

prevention program for the swine and pouI"i;ry industry 

due to "the 1. imited !Jovernment budget for this. activi.ty 

and the inadequacy of government extension serv~ces ·to 

· · sma.7. 7.ho "lder·s due to tr..e 7.ack cf compe"tent tavhnicians 

in the fie id. The cost of v~ccines have also increased .. 
over time and diagnostic "laborato~ies with competent· 

personnel are lacking. 

The jtft. Pinatubo eruptions in. coupled wit..ii 

typhoons resuited to disease outbreaks in poultry farms 

poultry. grow9rs arG located in Cen-tral Luzon, the 

adverse effects of the eruption of H't. Pinatubo may 
. 

result in a reduction of growth in the poultry industry 

for 1991 over t~s 1880 performance. 

The poultry industry is expected to en.counter serious 

problems due to t·he massive power outc.ges in Luzon and .· 
Mindanao. These pcwer faiZures have prevented 

i~)Li 
o&..W ) 
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consumers from operat.ing co"ld st.orages for iJroLonged 

period of time which may force t.hem to shift frcm 

peris~abie ~ood fares tc canned goods or dried fish. 

The energy crisis "has ltkewise resulted in contraction 

in the poultry market because of the growing numbers of 

industry closures and lay-offs caused by the power 

shortgaes. This further reduce conswners FUrchasing 

power. 

Government planners projected the power. crisis to 

con-tinue unt:.il 1994. with "the power crisis showi-:ig no 

signs of abating, the poultry industry will .~ontinue to 

suffer reduction in growth and earning3. 
'-

There has been little effort exerted to develop a 

''iocal'J,y adapted" breed of poultry animals which are 

tolerant to Philippine conditions. Local breeders and 

r...a.tcheries provide breeding animals but most of i;/1.ese 

are of specialized iines or breeds, uniike those i.n 

Thaiiand and Taiwan who have developed their own breeds 

for their domestic production. High dependence on 

importation may resuit t.o short. supply o.f hatching eggs 

.and day-oid parent stocks because suppiying countries 

themseives are faced wit.h huge demands that. remains 

unfiiled because substantial portion of their 
·. 

production capabiiities are previousLy geared ~o their 
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~omest~c markets. 

UnZ ike o"ther indus1;ries, 'ccp;j,-taZ. is Lost. when animal· 

di.e during a proionged s ::.ri.ke. Diseases.· .aLso set. in 

a1:d the recov:::-ry time c[-cer a strike takes over a 

".,r.,tegraiors in 1887 ·parcr.1yzEd -the i"1.dustry and r£suit·ed 

in· shortages and_ price escaia~ions. Unions of the 

int;egrator companies are a7.l affiiiatsd· with. -the 

militant r:Kilusang Hu.yo Uno~:· tabor The 

government se~'TIS to be helpless in· addressing· problerns 

of in.dli.striai peace. 

If .... .. .. 

Unl-ike the integrators. the small poultry _producers are 

prey ·--to i;he ::roL ier coasi;er" trends that · charac-terize 

t;he i_ndus'try.. Their supply responses· are p~or becaiise 

-they lack ·the information regarding T[larke-t. trends, 

· · supply,_ · demand and p'rice ieveis which are provid~d by 

-the respective· management.information system. of t:.he 

integrai;ors_ • . 

·., 
O"tiier . prob i ems -o.veriooked by _ar~ 

d.isorgan.i.zed mar kq't;-in.g 
- -~ 

s:)ls-tem- ·es pee io.l ly . small 

producers level including tr.ansport and warehousing~ 

absence. of standards and weak quality controi, 

resist;ance to new technoiogies especic.IIy o.t backyard 

BEST AVAILABLE COPY 
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Z.eve r. 

A. 

The poultry industry. was abie to achieve a doubie digit-

growth rate in the early 1980s (1980-1983) and in 1988. 

There arc ma~y factors that will contribute to the 

industry:s further growth and development. The 

country:s GN-P, representing purchasing power, has 

increased by 5.6 percent tn .i.989 and has been 

forecasted -ta grow further. ·Likewise,· the ·2.5 percent 

per year increase in population would mean more 'demand 

for· pouitr.v products. Ji.side from the pull emanating 
. . 

from the incomG and population factors, a closer look 

at the structure of Philippine population wiii reveal 

the country 'has a young populat~on·base. Persons from 

1 to 34 years aid comprise 70% of the population. For 

the poultry s£ctor 1 .thi3 population structure means 

greater potential demand. 

The per capita consumption of broiler chicken has 

increased as a result; of stronger rightward shifts in 

the demand curves caused by increases in income, more 

ea-ting out, the development of new product and 

cheapness of chicken relative to other major animal, 

source of protein.- The·rapid grow-th of the fastfcod ·. 
indus'try brought; about by t.he evergrowin:;; .vcu.ng 
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popuia:t i o;; rn.2cie b tg nc.nws su,ch as Jo T Z ~ hee, HoDona. i d.s, 

Wendy's, Max's, Kentu(;ky and Tom Sawyers as hou.sehoid 

words. Approximately 3,352,000 chicken are conswned in 

the Philippines fastfood outZets each month. Even the 

'' iechor.. manok" or roasted chicken craze, also -to a 

certain extE.nt. caused ar. upsu.-:-ge Lr. demar..d. 

Technology is a major factor that has led to the rapid 

expansion of the poui try industry i-:i "the Ph.i I ip]:'ines. 

The deveiopment of hybrid chicken and formuiation of 

feeds have substantially increased product;,vity and 

economies of scale. The avaiiabiiity of vaccines and 

drugs· to control pou.l try diseases has also con-trib<.tted 

significantly in reducing morbidity rates ~nd financial 

"loses arisi:ng from pou.I-try-related diseases. Today, 

Large corrunerciai pouLtry companies have already 

exist;ing breeding facilities for parent stock and the 

indus-try is planning to deveiop its own grandparent 

In c.: re lated development, t.he government; .~ 

plans of stopping the importation of parent stock and 

limiting importation to 9randparen~s which may be 

implemented by 1983. This would save our country a lot 

of dollars. These developments have resulted in 

affordable prices for chicken meat & eggs and have -rr.ade 

these products a m,ajor source of pro"tein for FiZipin.o 

consumers. 
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The export market is aiso a growth potentiai. 

Poten"tiaI export markets for pouitry products are 

.Japan, Hongkong, Singapore~ Middle . East and EC 

Countries. Japan ts the most highly lucrative market 

by net ex.por-ters in -the As id Pacific. Chi::: ken 

consumption in Japan has shown steady growth in both 
, 

tabie and i.nstitutional use. Thailand is the largest . 

suppi~er of chick@n in Japan competing with U.S., 

Brazil and· China. Hongkong~ s . total poultry . meat 

consumption has likewise shown steady increases. 

Hongkong gets its supply from Chia.a, US, .. 7apan ar£4 'the 

European Community. SingapC?re is ii.f..ewise absorbing ~ 

substantial level of meat exports. The drop in local 

chicken production during the 1985-1987 period due to 

stringent environmental reasons forced the . government 

to assure local supply with increased imports. Pouitry 

meat import policies of these growth areas are as a 

whoie, relatively ltberaL. However., poten't ia.l 

ex.pcrt.ers have to be aware of ex.ist..ing non-tariff 

barriers such as quantita~ive restrictions, Licensing 

and state trading, and stringent quality regulation 

which have been widely practised by .these importing 

countries. Pouitry exporters must likewise be aware ·of 

health hazards, particularly drug residues. In 

addition, recent development in overproduction is also ·. 
causing serious d8pression in the broiier market. This 
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tendency mighr; ga i.n mOi.wntwn t hrou.gh t.hG grvwinf/ 

importation of broiler meat from countries such as 

ThaiLand ar.rd NaLaysia. 

The competitiveness of our broiier industry in the 

export market Iles in the weZL-co~rdinated effort 

between the government and the pri-va"te sector to reduce 

the -cost of·_inpi::-1:.s as weZZ as to increase the 7.e11eI o[ 

.Production ·efficiency. As fnr as feed is concerned, 

the government can contribute T.owards improving the 

feed production J..nd market.ing of corn as fol.rows: 

·1. Implementation of a program for corn ·aimed at 

providing the necessary in.puts for production to 

corn farmers; 

2. Establishment of an efficient ruraL infrastr~cture 

3. Initiating a weZL-orchestrated Linkage system 

·between prime corn producing areas . in the South 

and p~ultry producing-cen~ers·in the North; 

4. Expanding ~ne production·area of hybrid seeds and 

- makin9 -them easily accessi.ble -to feedmii i..ers and 

. poultry raiser.:; . 
. . 
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Another practical way of reducing the cost of inputs is· 

-to .develop.and use locally avaiiabie feed ingredient 

subst;it;utes· such~ ipii.-ipil leaves, ca-ssavat shell 
+ r!': 

gri-ts,. mo_lasse_s arui soruhum. 

The promotion of better management ski'lls, particularly 

CrmOr,,[I·· contract growers sh;,uld b£ the ooncern Of. both 

the government and "the privat;e·sector~ I'i·this regard, 

,, 

seminars and. workShops sho,uid be con.duct;ed to improve.· 
,,·+"" 

on ~his s'i!,il"l'. 

'1,ual.ity requi"!""emen"t is·. anot.her import.ant area : of 
a·•.._. 

cancer~· by the gcvernment ~hrough the enactmen~ ·of. 

proper laws or control of fe.ed -medication wi.th.· the· 

cooperation of. .. feedmiiier,. and the privat;e integrat;ors 

through. ·the es-t.ab l is iiment of quality · control 

·· 'laboratories meant· to routi.n-eiy monttor their product 

output,, 

Government; should likewise· increase its budge-t or., 

research and developmen:t whi'le integra"?:-or shouid put 

rf!JsearchfJS in-co U..Se in..· their respective operation. 

The following poiicy-reforrris are outlined in the ·"Corn, 

Swine and._Poultry Development Plan''. formulated by the 

?hiiippine Depart;ment .of ~g~iculture in order to spur 

the development of the poultry industry:· 
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1. Transport, Shippinr: and Infrastructure Policies 

a.. 

b. 

c. 

Reallocation of funds to construct, 

rehabiiitate and repair barangay roads in 

areas which are :mportan~ services of grain 

suppliGs, rather than concantrating funds in ,. 
areas of high population density. 

iteview and revocation of regulations 

containing growt~ and comperitiveness of land 

transportC'.tion. 

The abolition of non-essential piiotage, 

wharf age anci. hand1ing fees the 

institutionalization of competition in the 

provision of port handling services. 

d. Revocation of policies and regulations of 

private corronercial ports. 

e. Removal of onerous restrictions in the 

importation of vesseis, ~pare parts and port 

equipment. 

There is Likewise a need to directiy address the 

lowering of grain shipping cos-Cs and improving 

transport sector efficiency. 
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2. T:ade. Policies 

Tariff rates on industrial products which are 

inpu'ts ·-to agricultural product;ion should be 

lowered to levels at least at par with , world 

market prices. In particular, tariff rates on 

imported feedstuffs, feed supplements, breeder 

stock, veterinary drugs, etc. should be brought 

down t;o levels qomparable to what;---·other countries 

are -imposing. The 

should continue 

Department 

t;o enforce 

of Agric'!-lture 

phyi;o-sanitar~ 

restrictions en all livestock and meat; imports, 

considering the. iiberalizat;ion· of chick.en meat 

imports. 

3. Public Expenditure Pol icy 

The governmen~ must increase its investments in 

i.rrigation. research and ex'tension to provide 

increased income and emplo;ym.ant .in the rural 

sector. 

4. Incentives and Taxa'tion Policy 

More agricultural .activities must be included i,n 

the Investment Priorities Plan in ord~r to attract 

more private investments into agr~~ulture. With 

regard to the value added tax (ilATj system, the 

iiAT for processed agricultural p·roducts must be 

based in the vaLue added instead of the total 

, 



vaLue to mc..ke the system equitabie for both 

industry and agriculture. 

5. Exchange Rate Poiicy 

The peso .::wervCTiuat ion makes feed r ivestock export 

products less competiti,-ve. in the international 

market. This TflUS~ be corrected by aIZowing the 

pesn to seek its own IeveI. 

6. 1"fw~ket Intervention Poi icy 

There is a nAed for the institution o= a 

consistent~ unive1·sa1.1.y coTTUnunicated and 

understood policy on grain importation which wouid 

price imported grains at le.vels coTTUnensurate with 

the costs associated with the prov·ision of grain 

to maJor con.swning areas. 

There ara a number of pubiic and private institutions 

which are responsible for the development of the 

pouitry sector. Some are more directiy involved with 

the industry and with clearer manda:tes -to serve ·and 

provide assistance ranging from research, e:x;i:ens ion, 

and training, professional. services, 

management and reguiatory and Lobbying . To be abZe "to 

. · provide a wide scope for assistance and greate1- impact 

to t.he sector, these pubiic and private institur.ions 

need to cooperate, coordinate, and comp I. imen-c ec~~n. 
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other, more than.they do at present, 

The e%isting organizations in governmen~ involved. in 

the developmen-t of the i ives-tock ar..d poul-try sec-tor are' 

-c.he Livestock Developr,zent Council (LDC)., Nationai Heat 

Inspection Comnission (NHICj-, and the B.ureau of Animal .. 

Ind1:fStry (BAI). LDC sees t;he poiicies and coordinate3 

. . .. 
~ne ·progra:;r~ and proJect;s among agencies and th2 

private sector for the developme~t of the live~tock and 

poultry secto;·. Bii.I is responsible fo-r animal.. heaith 
'·. 

and breeding services, feed and feei!mii4 regu'lations 

and oper1tion of auction mar~ets. The Ni'iIC is 

concerned with consumer welfare through its supervi·sion. 

of abbatoirs and meat i.nspec-tions. 

The maJor private sector organization invoived in the 

pou.lt;ry industry are the Philippine Lives"tock and 

Poui"try De'.Je lopmen+, Foundation, Inc, {PLPDFj ,. 

Philippine Poult;ry Indus-try Association .(PPIAY and the 

PhtJ.. tppine Assoc icttion of Feedmtl lers Nanu.facturer.s$ 

Inc. fPiiFHTJ~ These groups · ar~ very ac'tive 

par"ticipants in the improvemen't of· the pouitrysect;or, 

. ' 

, 

·. 
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We cannot discount the ir.dispensa!::>ie roie of both r;he pri.va-rG 

sec-tor and the gcvernment in the reaiization of 'the potentiais of 

the industry. Whiie businessmen in the pouitry sector muster aiL 

the~r resources to answer the need of Fiiipinos'for more meat 

simu.lxaneousiy with the need to earn foreign exchange through 

export, the government is envisioned "to provide -thd environment 

conducive to the growth of the industry. With t.he private and 

government sector putti1'L9 "their acts 'together hannoniousl.y, we 

can ex.pe.ct a bet-ter poultry indust.ry to serve t[ie Fiiipino peopie 
:--

and constitute advanceiy t0 T.h,e Philippine economy. 

fn:aculOidevplan 
mnm 



Page -27-

Table 1. Per Capita National Income, Per Capit;a Heat Consumption and Population,. 
Phi.I ippines, 1S72-lfJ90 

------------------------------------------------------------------------------
Year 

1972 
1975 
1976 i 
1977 i 
1978 
197$ 
1980 
1&81 
19$2 i 
1$83 I 
1984 
19$5 

·1986 i 
.1987 i 
1988 l 
1989 i 
1990 i 

Growth 
Rate (%j i 

i 
1980-88 j 
1980-85 
1985-88 

. . 

Per Capita i Per Capi,ta neat Consumption 
In.come i (kg.) i 

(in 1972 i ---------- ------------ ----.,.------------- ·i 
pesosj Hogs i Chicken i ·B~ef Total 

J.,190 I j 
1,308 I i i 
1,382 i i i j 

.L ,426 i i j_ 

1,455 i 7.91 3.8$ i i 11.8 i 
.l,496 i 6.49 2.91 i I 9.4 i 
1.,533 i 9.10 i 3.02 1.46 13.6 1· 
.1,555 10.99 i 3.2::1 1.47 15.7 
1,537 i0.20 i 3.31 i 1.41 i 14.9 
.1,502 i 10. 7.1 i 3.28 j 1.15 i 15.2 
1,31() i. 10 .88 3.11 i 1.16 .l5.2 
.l ,279 $.11 2. 7.1 I 1.32 13.1 i 
1;284 i 10.:14 2. 7'iJ 1.44 14.6 i 
1,316 i 11.0G 2.95 i 1.51 i 15.5 
1,41:9 .12.03 2.96 i 1.31. i 16.3 i 

13.31 3.11 j 1.47 17 .-9 i 
i i 
i i ; i 
j i i j 

i i i i 
l j i i 

(2.62j i 1.16 (1.57) i (0.29)j 0.85 
(3. 74) i 0.07 {2.06) i (4.05jj ( o. 76j i 

3.36 i 8. 01 3.20 i 0.25 i 7.15 j 

Population 
( 'OOOj 

3'S,928 
42,258 
43,406 
44,584 
45, 7&4 
47,037 
48,317 
49,526 
50,.f83 
52,055 
.53 ,351 
54,668 
56,004 
57,356 
58, 721 
5$,$87 
61,48.0 

2.44 
2.47 
2.38 

- ·-

. -

-------------------------------------------------------------------------------
Sources: NED/l, Phtl ippin.e Statistical Yearbook and Policy JlnaZ.ysis Di'.Ji..sion, 

Department of Agriculture 

1. 
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Tabie 2 
. . 

Gross Value JJ.dded in Agriculture, Fishery & For.estr;y By Industry Grauµ 
In M'iilion P_esos, ·at Constant Prices of 1972 

------~----------------------------~----------7-------------------------------------------· 
T y p e o f P r o d u c t l o n 

I Agricultural Crops I I i i 
i - -·:::··::.·-..;. - - - - - - - - - - - - - - - - - - ~ - - - - - - - - - - - - - - -. I I I i 

Year · I Total; I Palay I Corii · I Others . I Livestock I .Pouitry l Fishery I Forestry 
. . . . . 

-r-------------~~-----~-~~--~-------------~------------------------·~---------------------·-
1972 

.l975 
i 

1980 i 
i 

19ul I 
I 

1982 I 
I 

1'}83 

1984 j 

I 
1985 I 

I 
198'3 I 

I 
1.987 I 

.i.988 

1989· 

lil90 
i 

Growth · i 
Rates (%)1 

I 
1980-90 I 

I 
1885-90 I 

16,135 I 
. I 

18,327· I 
I 

23,662 l 
I 

24,608 I 
I 

25,378 I 
. I 

'24,845 I 
I 

25 ,499 j, 

26,253:. 

27, 110 

2fi, 834 

27,795 

.28, 896' 

29,620 
I 
I 
.I 
I 

2. :3 I 
I 

2.4 I 

2, 749· I' 
I 

3, 357 'I· 
I 

4,169 I 
I 

4,307 I 
. I 

4, 489 I' 
I 

3,900 I 
I 

4 201· ·1 
'I . 

I 
4,665 I 

I 
4,899 ., 

I 
4,513 I': 

I 
4, 741 1. 

I 
4, 998 I 

'I 
4,808 I. 

I 
I 
I 
I 

1.4 I 
I 

0.6 I 

1, 012 I 
I 

1,229 I 
I 

1,447 I 
I 

l ,494 I 
I 

·1, 522. I 
. I 

1,3/3 
I 

1,470 l· 
. I 

1,1)98. I 
I 

1, 7&8 I 
I 

1; 872 i 
I 

1,&38 I 
I 

.1,97£J I 
1 · 

2,121 l 
. I 

I 
I 
i 

3~9 I 
I 

.4.6 I 

5,195 I 
I 

6,717 I 
I 

9 310· I 
I 

9, 617 I 
I 

9,921 I 
I 

9·, 395 I 
I 

9.,893 I 
I 

10,071 I 
. I 

10~378 I 
1· 

9,989 I 
. I 

9,870'1 
j 

10,042 I 
. I 

9,898 I 
I 
I 
I 

: I 
0.6 I 

I 
(0.:3) I 

1, 75 6 I' 
. I 

1, 70.l I 
I 

1,8')1 I 
I 

1,925 I 
I 

2, 017 I 
I 

2, 170 I 
. I 

2, 162 I. 
I 

2,114 I 
I 

2,283 i 
I 

2,432 I 
"I 

.2,686. I 
·I 

2,942 I 
I 

3,1130 I 
. I 

I 
I 
I 

5.6 I 
I 

8.5 J 

724 I 
I 

865 I 
i 

1, 633 I 
. I 

·.l, 958 I 
I 

2,192 i 
I 

2,481 I 
I 

2,58.9 I 
l 

2 I 516 I 
I 

2,547 I 
I 

2,74Z I 
I 

3,055 I 
. I 

3,347· I 
I 

3,662 I 
I 
I 
I 
I 

8.ef: I 
l 

7. 3 I 

2,689 
i 

3 ,194 I 
I 

3,876 I 
I 

4,132 i 
I 

4,254 I 
I 

4,407 I 
. I 

4,329 I 
I 

4,422 I 
.I 

4, 551 I 
I 

4_, 638 I 
I 

4,834 I 
I 

5,046 I 
I 

5,358 I 
I 
I 
I 
I 

3 •. $ I 
I 

3.9 I 

2,010 

1,~84. 

1,386 

1,1"[5 

983 

819 

7"65 

706 

1354 

(j • .'8 

1~88 

632 

593 

(8.1)' 

( 3·. 4) 

-------------------------------------~----~-----------------------------~-----------------
Source: National Statist~cs Coordination Boar:d 
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Table 3 Livestock and Poultry_-Begi>ining Inventory, 1970-90 

i ·- - - - - - - - - In -Thousand Heads - - - - - -- - - -
i---------------------------~------------------------------------~ 

Year Cc:irabao i Cattle Goat· i Hogs ·i Chicken i Ducks 
-----------------------~-------------------~----------------------------------

1970 
1971 
1972 
1973 
1974 
1975 
.1976 
.1971 
1978 
1$78 
;..t1ao 
1881 

, 1982 
.1&83 
.i984 
1Il85 
1988 
1987 
1988 
.1889 
1990 

Farm Type;;: 
(%j 

(:orronerc i,a Z 
Bae kgrow;,;:i 

i 
j 

i 
I 

i 
.i 

i 
j 

Growth rar.e: i 
{%) 

i 
1970-90 i 
1980-80 
1980-£;5 
1985-90 

-4,4:32 i 
4,556 I 
4, 711 i 
4,937 
4,384· 
3,278 i 
2, 725 i 
2,897 
2-,959 
2, .soa 
LI t~ ( i.J ·i. 
- - - - . 

4,b::.)tJ ! 

2,9U8 i 
.2,946 i 
3,022 
2,983 i 
2,984 i 
2,868 
2,8:?;() i 
2,826 i 
2,1i:3s r 

1 
99 

-2.48 

i 
i 

-0.28 i 
1.09 i 

-1~53 

;I.,679. i 
1, 7$5 i 
L,$33 I 

2,099 
1,918 
1,82,] 
1, 737 i 
.i, 723 i 
1,-820 
1·, 833 
.i, 88.3 
J. ';,.,,, ___ _ 

1,942 
"1. ,838 
1,849 i 
1, 786 i 
1,814 i 
1, 747 j 
1, 70ti i 
1, 6_66 i 
1,629 

15 
85 

-0.38 
-1. 78 
-1.17 f_ 

772 i 
$24 i 

1,083 i 
·1,248 i 

950 I 
995 
"785 i 

1 ,104 i 
1-,~p 
1;374 
1, 871 
l,6B6 

-1, 78~ •j 

1,8{;9 i 
2,362 
2,1$1 i 
2, 17?" ·j 
2,016 i 
2,120 i 
2,201 
2,1~3 

5.55 
2. 73 
6.8.'.:> 

.0.25 

j 

i 

i 
i 
i 
t 

6,458.-
7 ,050 i 
7,742 i 
8,627 
6,805 
6,647 
6,?:J39 
5,6$6 
6,910 
7,445 
7,934 
7,758 
7' ;--95 
7,91?0 
7_. 613 i 
_7,304 i 
7 ,27·5 
7,114 
7_, 5Sl 
7, 775 i 
7,-9$0 i 

i 

16 i 
8-4 

i 
l 

0.58 i 
-0.2S i 
-.1. 28 i 
2*03 ~ 

56,999 i 
56,512 i 
50,103 i 
49,$65 i 

·47,-818 
4€,745 
45, 671 
45,.0::8$ 
58,893 
45-,321 
52, 761 i 
~-1 '724 
~-==;,710 i 
62,255 j. 
5$,205 i 
52,098 
53,005 
52,930. i 
60, 3:21 i 
65,921 i 
69,53~ 

2$ i 
71 i 

1.12 
1.37 

i 
i 

0.16 :· 
6.37 

2,132 
2,352 
2,.600 
2,906 
4,039 

, 4,07.1 
4,104 
4,228 
5,355 
5,338 
4, 725-
4, 783 
4,805 
5_,41$ 
5;7e4 
5,276 
5,208 
5,139 

.5,873 
6,426-
7,236 

4.-73 
3.31 
3.46 
6.7 

-----------------------------------------------~------------------------------
Average from 1988-1990 

Source: BAS 
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TabLe 4 Livest.ock, Foult.ry and /•feat Imports, Phiiippir..es 

Neat 

Beef (m-t) 

Pork. (tr.~) 

Live Animals. 

i 
i 
i 
I 
i 
i 
i 
i 
i 

Catt;ie Fatteners (h<:.adsi i· 

Hogs for Br~eatng (heads)! 
i 

Chicks for Breeding 
(000 heads) 

Hat..chir .. g .Eggs f 000 pcs.) 

. . 

i 
i 

·1~87 

i 
i 

r 
2,L,f)l i 

j 
..1 , 78$ 

1,30.7 j-

11, _WO i 
i 

1988 

i 
i 

5 ,186 i. 
j 

2,901 .j 
j 

i 
i -

12.,035 i 
I 

2,694 

1989 

i 
9,660 i 

3 •. ~76 

2.1,884 

3, 747 

.1,.364 i .1.. ,.I.78 i 

6,441 

i. i 
i. i 

j· 

·i 

1,875 

i 
i 

1990 

4,232 

888 

21,313 

--------------------------~--------------------------------------

1990 - pre'iimi:w.ry 

Source: Bureau of Animal Industry 
Livestock Development Cou~cii 
National Statistics Coordination Board· 

. ' 

/ . I 
/ ·--'• __ ,_,_ 
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Table 5 Beginning Inventory oI ttogs arid Chicken 
Phil ippirl.$S, In Thousand Heads. 

l' . 
. . 

-------~----------------~------------~-----~------------------~----~--
. BliCA-Y.lJ.RD . ' COi'lMERCiliL · i -TOTAL 

Year !fogs i- ·Chicken i · Hogs i Chicken i Hogs . i en icken . . 
-----------------~-------------~---------------------------------~---- . 

1980 8,533 j 36,691 1,400 13,067 7,933° i 49, 758 
i 

1981 .. .. i 8,153 38,608 1,605 i 19;116 7, 758 t 57, 124 
i i ·l i i 

-1982 6,167 i 39, 719 
. - --.L, b:!, I j 20,000 7, 79~. i .59, 719 

'i ·i j. 

.1983 i 6,479. i 42,041 i l,500 i 20,.181 r· 7,&7$ 62,222 . . 
i i i i j .. 

1984 i 6,359 40,427 . i 1,253· 18, 685 i 7,612 59,112 
i i.- i 

.1985 . 5,998 39,3.42 . i 1,306 13~060 i 7,304 52,402 
i . i i i 

198C i . 6,081 i 40,285- i 1,193 i .12 .. 737 7,2-74 i 53,606' 
i i i 

1987 5; :!J20. i 40,461 1,117 i 12, 787 j 7~037 53;~48 
i . j i 

1988 8,312 t 43 ,1.83 1, 26.~) i 17 ,1.58 7,581 I, :60j321 
.· i i 

1988 i 6,677 47,105 1,231 16,81~ 7,908 I 65,921 
j 

1990 i 6, 776 i 48,626 1,214 i 20,911 7,990 68T539 
i j 

Growth i j 

Rate {%) i. i 
j i t 

1980-_ffjf!Q i 0.36 I 2~86 (1. 4) i 4.8 j O; zi7 3.4 
i i i i 

Percent I i 
Share to 'i 
Totai {%) i i i 

i f i i 
1$80 84.8 i 68 .. S i 15.2 30.1 i 

i 
----------------------------------------------------------------------
Source: Basic Data from Bureau - Agr.icultural Stati.stics. OI 

·. 
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Table 6 Agrbltural L~ans Granted, By Cmod'ity IP dill!o1i, in Real Tm.s, 1978 : 100) 

........ ----.-- ........ - .... ______ .,. ________ ................... .:. ......... -- ... ,-------.. ---;- ............ _,. __ .... "'!'"--"":--- ..... ---- --- ... -·- ................. ~ .. -- --- ...... . 

. 1 .Average : Average : 
I • 1985 : ms : . 1~61 . : 1968 : Hl8~' ~ A1wunl : Share 
I .................. _. .......... -. ................... · .. I ............ ~ ............. _ ................. Lt .. ~· ......................................... ~-- ... ~ ..... · ........................ .,.• ........... ....... I ...................... _ ......................... f 
I l . I . t • I • ' 

: A1ount : 1 Share : A1ount : X Share : A~ount . : %. Share : Atount :x Shm : All•)lint : t Share '. 
., 

.., ........... --- ....................... ~--- .. --------..................... .... .. ...... --- ..... M, .. 00 ..................................... ..,.., ...... -'------ .. ------ .. ., ... ..,.., ... • .............. - • ..,..,. 

I .I I I I ' I I ' I I I I I ... I 

CROPS I 5,1~0.3 ·: 16.86 : 5,290.( : . 14.13 : 5,713.2 : 11.09·: 4,916.6: 66. 7C : L 701.4 : 6U2 :5,164.37 : 70.68 : I 

I I I , l . ' I 
I ' ~ I ( I I 

Rice I 347.0 : . us.: 392.l: us:· m.3: '1.71 : 769.2 :· 10.H : 8W.5 : 11:79 : 583.02 : 7.29 : I 

I I I I. 
., 

.1 , I I I I I 
I. I I '. c I I I I ' I . ' 

Corn . I 
51.6: 0.17 : 63.8 : .0.89 : 152.3 : 1.96 : 111. 7 : 1.60 : 147. 7 : 2.10 ; lOG.63 : 1.16 : I 

I , c I I,, , I I ' I . I 
I I I ' I " I I I 

Coconut I 1,448.6: . 21.66 : . 846.1 : 11.86' : 828.7 ·: 11.07•: 906.0 : 12.30 : 34t4 : 4.89 : 874.82 : 10.21 : I , . I I , , ' I ' I I I 
I I . ' ., . I t I ' I. I I 

Sugarcane I 1,431.8: 2U! : l,166 v : 16.34 : 1,m.2 : '19.93 : 1,487.l : 2c .. rn : i,m.~ : 20.~s ~i.m.ao : 24.3$ : ' I I I I I I I I I I I I I .. ·r I I " I I I I I I I I 

Others I 1,861.3: 2!.83 : 2,822.2 l. 39.M : 2,719.6 : 36.34 : 1,636.7: 22.22 : 1,905.8 : 27.C~I :2,189.10 '. 27.67 : I 
I I , I I '. I. 
I I ,. • I . I ' LIVESTOCK & : I , I I. I I 

I I I ' I I I 

POULTRY I 681.6 : 10:19 : 663.9 : 3.3& : 657.4 : 8.18 : 887.6 : 12.0f : l,O·ll.7 : 1~.80 '. 136.46 : 12.32 : I 

I I I 
,_ , I , 

• . \ I I . ' FISHERIES- I .37U: U9: ~13.0 : 9.9& : 731.9 : 9J8 : l. Hi.3 : 15.50 : .. 9~2.1 : 1\;3 : ·1a~.te : ~.01 : I 

' 
,. I , I , 

' 
, I I ' I I 

I . I I .. I. ' I I " . . 
FORESTRY I m.s: 7.3~ : 469.2 ·: • us: 325.5 : 4.35; 419.2: q~: 341.1 : u:.: i09)~ : q iq ' 

I l."h I 

I I ' I I ' I I • ' j 

TOTAL I S,687.? : 100.00 : 7,136 .. 6 \ 100.0Q : 7,483.8 ·: ioo.oo : 7,364.7 : 100.00 :· 7,036) : 100.00 :7,141.81 : 100.00 : I 
. I 

' _ .. _____ ... __________ ... ____________ ...................................... ____________ .. _____ .. _____________________ ... ____ --- ---- ................ -- -- .... _ .. --------'"' .... -.... 

Source: Basic date fro1 the Rural finance Dm loptent'Plan 

... 

. 

% 
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10 

l~.1 

i 2. 7 l 

( 1. 7) 

7.9 
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!? . 2. 
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Th"E ROLE OF THE PIBV ATE SECTOR IN THE DEVELOPMENT OF 

TRE POULTRY INDUSTRY: IMPACT ANALYSIS AND POLICY ISSUES 

SUMMARY 

The private sector in Singapore is capable of building up a successful and 

thriving poultry industry, given the rig hi economic dimate and sufficient 

technical assistance from the Covernment. In the seYenties and early eighties, 

Singapore was able to be self sufficient in eggs and 75% self-sufficient in 

poultry meat for R population of 2.5 million and a tourist population of. 3 

million. 

A small island, on its way to becoming an industralised country, has little 

room for conventional farming which needed large areas of land. This paper 

presents how Government po!icies can encourage the growth or completely 

wipe out an industry. Being a less pollutive industry and with the need to 

maintain some level of local production, poultry industry was allowed to remain 

but as commercial farms. High density is expected on these farms and 

.ultimately biotecflnology, in whatever form, is to further enhance the 

productivity of these farms. Whether such farms can ultimately survive 

depend on whether they can be competitive with imports. The farmer must 

ensure high productivity to reduce his production cost. Govt policies must 

be tailored to assist the farmer in this aim, otherwise he has no way to 

compete with neighbouring countries which have lower investment costs, 

. · cheaper land and labour and- weaker currencies • 



INTRODUCTION 

Singapore is a small tropical cour..try, an isla:id of 586 hectares and 2. 7 milHon 

people. It has no natural resources except for its people. The government 

rightfully chose industralisation as the backbone of its economy after 

independence. That decision has more or less determined the fate of 

agriculture in Singapore. 

Due to limited land mass and the growing land competing industries, 

agriculture in Singapore has always been of low pr0file and confined mainly 

to pig and poultry rearing, a very low level of fish farming and vegetable 

cultivation. Agriculture's contribution to the country's GDP in the past 20 

odd years had never been greater than 2-3% and in the past 10 yean:, had 

trended even lower to below 1% (Table 1), 

The livestock industry consisted basically of pigs and poultry rearing. Land 

limitation as well as ~thnic habits precluded large animals such as cattles and 

goats from being farmed although there is a small population of cattle and 

goats (few hundreds} to cater to a small niche market for fresh cow and goat 

milk. 

Singapore was self sufficient in pork, eggs and about 75% self-sufficient in 

poultry meat. in the seventies where poultry as a subsector accounted for 35-

40% of the GDP generated by the agriculture sector. Pollution issues sealed 

the fate of the pig industry which had to wind down in stages and the last 

pigs were slaughtered in late 1990. Singapore is currently wholly dependent 

.· on imports for its supply of pork. 

1 



The poultry industry was fairly primitive in the early sixties. FarmA were 

small and management. poor and traditional. Although most layars were kept 

in cages, meat birds (layer x New Hampshire males) were mostly kept on semi-

intensive or extensive small holdings of 500 - 2,000 birds. Most layer chicks 

were imported. Small breeder operations supplied the meat bird chicks. 

All these while, the pig and poultry industries were undertaken by the 

pri:yate sector, mainly settlers from China who brought with them traditional 

farming techniques. There were not much Government intervention or 

assistance in production or marketing, thus any introduction uf new 

techniques, management, breed etc had 0een done through exchange of 

information, hearsay, believes between farmers within and between countries. 

·. 



THE POULTRY INDFSTRY: POLICY AND PROGRAMME REVIEW 

In 1968, the Government, v;ith UNDP aid and funding, set about to improve the 

pig and poultry industries. With production and disease experts from UNDP, 

the government set up a Pig and Poultry Research & Training Institute 

(PPRTI), improved and expanded its laboratory services and vaccine 

production expertise. A meat technoiogy laboratory was also set up to look 

into further processing of meat. 

'fhe poultry section at PPRTI conducted applied research to determine 

pare.meters mo~t suitable for tr0pical ponltry production. A Random Sample 

Test Unit was. also set up to id"3ntify for the layer and broiler industries, 

breeds which gave the best performances under local conditions. Children of 

farmers could also receive training in modern farming techniques e.t a resident 

farm school at PPRTI. 

Hybrid broilers were introduced and farmers taught the intensive system of 

rearing broilers. The government estimated it would take 10 - 15 years 

before producers and consumers would fully switch from meat birds to 

broilers. That transformation took less than 10 years as the private sector 

was quick ~ recognise the economic benefit to them. They were assisted by 

the adverse reaction of the consumers then to stilboestral implants which 

needed to be used on meat birds to obtain faster growth. 

The Random Sample test was a great hoon to farmers as they were able to 

obtain inf::•:::-mation on appropriate b~eeds ·which they promptly stocked their· 
.· 

farms with. As a result, bird productivity, both in terms of egg production 

(180 eggs/HD in the sixties to 260 eggs/HD in the seventies) and growth rate: 
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(1.8 kg at 110 days in the early ~10~ to 1.8 kg at 56 days in lntc '70s) wer8 

greatly improved in a relatively short time span. 

Extension work was also implemented where moC:ern intensive farming methods, 

management, house desig!l. and better disease control, vaccination programmes 

were i::.'.l.troduced. Farmers were sceptical of such information at first, but as 

demonstration units proved the points, coupled with the economic uplift in the 

country through industralisation, farmers saw a chance to expand their 

operations. Farms become larger, better planned and bigger farms adopted 

betl.er systems of control and recording to help in their management. 

Supportive industries and services such as feed mills, good diagnostic lab 

with fast diagnosis, vaccine selection and control were all in place to help the 

industry grow. Marketing was through middle men systems and prices were 

left to market forces, but as there were healthy competition, prices were kept 

at reasonable levels. 

The broiler population grew from about 15 million per year in 1970 to about 

32 million per year in 1980. This provided the country with about 70% of its 

poultry meat requirement, with the remaining 30% imported mainly as chicken 

parts (wings and legs). There was one processing plant but it was unable to 

compete with cheaper imports on parts. 

Egg production more than douoted in the same period although layer 

population only increased by half as a result of using more productive breeds. 

Singapore was self-sufficient ·in eggs then. The breeder farms, though not 
·. 

many were able to supply 1oca1 broiler and layer day old chick needs, as well 

as to export some chicks to neigh oouring countries. The poultry industry was 



healthy, growing and farmers were driving around in Mercedes Benz. 

The above government supports came at the right time as the general 

ecor1omy, improved through industralisation, boosted GDP per capita. from 

US$1,G65 ·in 1973 to US$3,896 i:..1. 1980 an increase of 133%. The higher 

spending power of the populatidn naturally led to higher protein consurnptbn 

(Table 3), and with eggs and poultry being more readily affordable, the local 

poultry industry could expand without much reservations about competition 

from imports. The local consumers wanted fresh warm meat an<i such imports 

were then uncompetitive. 

The euphoria of the farmers was short lived. Competing demands for land by 

industry, water catchment, public housing and infrastructural development put 

pressure on effective land usage. Farms were not considered as effective 

iand users and as more and more farm land were earmarked for 

redevelopment, it was increasingly more difficult to relocate them. In 1983, 

the government took the decision that Singapore will not try to be self-

sufficient in meat and egg supply and all farms affected by redevelopment will 

no longer be relocated. This led to a rapid decline in the_ number of farms 

in Singapore (Table 2). Affected farmers were given a flat, monetary 

compensation and had to change their trade. Although ·the poultry industry 

supplied jobs for only about 2% of the work force and many working on farms 

were foreign workers, nonetheless, it was traumatic for those with little 

education, many were already middle-aged and knew only how to farm all their 

lives. 

., 
.· 

The government announced that it is aiming at 35% self-sufficiency in poultry 

meat and 87% self-sufficiency in eggs. It will put aside 2,000 hectares of land 
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in 10 agriculture parks for 4-500 'high tech.' farms (see Table 5). The parks 

are for livestock, aquaculture and horticulture. Farm sizes will vary from 2 

to 20 hectares, depfmding on tvpe of farm. Each farm has a tenure of 20 

years except for horticulture whose tenure will be 3 years. Investiment per 

farm is expected to be between 8$1 to S$10 million. To' quote '1initially the 

farms will grow conventional crops, livestock and fish so that foreign 

technology can be adapted to the local tropical environment. When production 

technology is perfected, biotechnology techniques l\<ill be introduced to 

improve productivity further". 

The Primary Producti?n Dc~artment (PPD) will be responsible for the 

development and management o! the Agrotechnology Parks. The development 

of the high-tech farms and marketing of their products will be carried out by 

local a;.i.d/or foreign investors. 'l'he government will pro~.ride infrastructure 

facilities such as roads, water and electricity mains and other supportive 

services. 

The Economic Development Board (EDB)s under its Small Industry .Finance 

Scheme (SIFS), can offer loans at comparable interest rates to establish new 

business, rnoderrdse and automate plant and machinery, expand manufacturing 

capacity, diversify into new product lines. The amount of. loan obtainable by 

a company under the •small and medium enterprise (SME) {fixed asset not more 

than 8$8 million) is 8$5 million. Other incentives under SIFS are Special 

Interest Rate Scheme which provides loans at 3.5% interest rate for companies 

with equipment for substantial produ_ctivity gain and Inv.estment allowance 

incentive of up to 30% of the machine purchased to offset against a company's 

taxable income. 

G 
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Further incentive schemes avail.able under EDB are as fellows: 

PioTleer status if farm can show pioneering or new activities. The pioneer 

status allows a company to enjoy tax holidays for 5 to 10 years, 

Industrial Building Allowance Scheme. All EDE-approved specialised 

building-a or farm houses are allowed 25 + 3% depreciation for the first 

year and 3% for each subsequent year. 

Commercial farms may be granted double deduction for direct expenses on 

the R+D work on improved farming method or system. 

For companies exporting agrotechnology services to overseas, 90% of their 

off-shore income will be tax exempted. 

The Intech Grant. This grant is given to companies for the training of 

specialised manpower and covers up to 90% of the direct expenses with no 

paying back required. 

The National Productivity Board (NPB) can provide managemen~ consultancy to 

improve SME's management skill. 

The government also announced that it is adopting a free trade policy which 

allows free importation of meat and eggs from any country, subject to their 

meeting local veterinary health requirements. There is no trade protection of 

. · any sort for local farms . 
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With the increasing need to improve environment and hyg:ene in food ,.,,-

handliLg, the government decreed that by 1993, all poultry must be 

slaughtered and inspected in processing plants. Gradual phasing out of wet 

market slaughtering will be implemented from 1990. Specific sites for 

processing plants wer-e provided for tender. Operators were allowed to have 

a trial period of operation but would need to have proper processing lines by 

1993. Birds slaughtereri must be date stamped from 1993. 

·. 
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THE PRIVATE SECTOR IN THE 

POUL'i'RY /BROILER INDUSTRY: ROLE & IMPACT ASSESMENT 

The poultry industry in Singapore had always been in the hands of the 

prhrate sector. Farms first set up by settlers from China were traditional -

small, exte:asive. Birds forage by day and receive some supplement of corn, 

rice, copra mixture. Compound feeds were not available and never heard of 

by farmers. 

In the late fifties, a couple of small feedmi.Us were established. They had to 

start busineAs by peddling their product11 in small~ kg to 1 kg packets and 

educating, persuading farmers to try and use the compound rations. As the 

idea caught on, farmers were quic~ to· see the benefits and results. More 

went into farming and existing ones expanded, moving into a semi-intensive 

or intensive system of management. The feedmills grew larger and more 

joined the s<;ene. Although all the raw materials had to .be imported, it was 

a thriving business and really gave the poultry industry th~ confidence to 

grow. 

The poultry farmer, though very resourceful and resilient, kept to his 

traditional role of managing the farm only.. He. decided on breed to use, type 

"' of houses and amount of investment to put into the farm. Veterinary advice 

were available free from the Government and private feedmills. No farmer did 

any R+D except for simple comparative trials on feed, breed or drugs, and 

these were done usually at the behest of feedmills, breeders or drug 

companies respectr ~ ely. 

9 



Marketing of farm produce were left tu middler.:ien. !:<,armers were unfa,nilictr 

with marketing and claimed they ntitner have the time ri0r res0urces to do 

both farming and marketing. Birds were sold live in wet markets and e5gs 

were in additic:m, sold in s!lops and S'.Ipermarkets. The middleman provided 

the transport to bring the produce frorn the farms to th~ retail outlets. They 

are shrewd businessmen, usually making more profit from the produce than 

the farmer. Nevertheless, they played an important role in the poultry 

industry. Ex-farm prices of farm prodJce had not increased as i-;iuch as other 

consumer items over the years although retail prices have gone up. This is 

due in part to more efficie11t production at the farm level and partly to 

healthy competition between :middlemen. The last 6-7 years have seen farmers 

getting more involved in marketing themselves, as a result of thinner margins 

and squeezing at times by the middlemen. The thigh tech' farmers have 

invested heavy capital in their farILE and faced with low cost eggs from 

Malaysia, they ,have littla choice but to try and cut out the middlemen, to 

obtain better profit and cash flow. It is foreseen that if future famers are 

to survive they will have to market their own produce as the current 

difference between the retail price and ex-farm price for eggs is 3 to 6 ¢ per 

egg depending on size whereas the margin to the farmer selling ex-farm is 

often 1f2 to 1 ¢ per egg {Table 4). Similarly if farmer makes 10 - 30 ¢/kg from 

broilers, the difference between retail and ex-farm price is 60 to 80 ¢/kg. 

In the early seventiee, with increasing demand for .day old chicks, 5everal 
,. 

feedmillers also went into poultry breeding operations. These require heavier 

investments and better expertise which the farmers were not confident of 

running. The feedmillers did their own marketing of day old chicks and were 

able, not only to provide the chick demand during the expansion phase of the ·. 
poultry industry, but also to export to neighbouring countries. Two of the 
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bigger feedmills own ret>earch farms where applied research on nutrition, bird 

management and disease control were carried out. The res'..llts were either 

incorporated into their fe?ds where appropriate or disseminated by their teams 

of field veterinarians and sales staff to farmers as part of their after sales 

service. 

By and large, up ti.11 !.he new government P•)licy in 1983, the private sector, 

with ·technical asf.listance from the government between the late sixties and 

ear~y sever~ties, !milt. up a healthy thriving poultry industry. 

As mentioned earlier local farmers are a resilient lot. With the introduction 

cf commercial farm lots, t.hose with the necessary fins.nee took up the 

challenge of many unknown, unforeseeable factors/is&ues to continue in the 

only trade they knew best to do. 

Six commercial layer farners and one breeder farmer tendered for a total of 

70.11 hectares under the first 800 hectares of agropark land released in 

September /October 1986. They had to fully develop the farm in 18-24 months, 

use automation and pay, for the first time, property tax on all farm buildings. 



ISSUES AND PROBLEMS 

The current free trade policy and the commercialisation of farming lots meant 

farmers would need to invest fairly heavily and be able to compete with 

imports. Singapore is surrounded by neighbours who have cheaper land, 

ample cheap labour and weaker currencies which favour exports. The 

Malaysian tarmers foresaw a ready market in Singapore for their eggs when 

farm numbers in tb.e latter decreased, and in between 1987 to 1989 many 

existing farms there expanded thel.r operations 15-30%. 

Timing is important in any business. Given the above scenerio and thE> til'le 

frame given for the 'high tech' farms to be fully developed, these farms met 

with poor egg prices when they came into production and the bigger 

operations had cash flow problems. It was felt that some degree of initial 

trade protection should be in place to give the farms a good start. 

As the farms started up about the saffie time, good managers, production 

personnel and workers were difficult to come by. Although the government 

initiated diploma courses in poultry management to train up a core of farm 

production managers, the timing was a little late. The private sector is not 

optimistic that diploma holders will end up on the farms after their course. 

In order to force the local businesses to automate and move up into higher 

technology level, the elJ.gagement of foreign unskill workers is not encouraged. 

A quota system is applied to each industry that is allowed to employ foreign 

.workers. For farms, the quota _is 10%. With full employment in Singapore and 

many factories offering better· working envfronmont, fixed working hours, 
·. 

clean work and good perks, few if any young Singaporean would work on a 
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farm. It is almost impo::;sible to fill the quota. Livestock cannot be entirely 

managP.d by machine& 33 they are living things. If a farm rn short of 

manpov.'er, not only bird productivity will •mffer, the machineries will also 

suffer through lack of proper maintenance. 

The small market for poultry biologics and drugs is not a commercial incentive 

for drug companies to go thr-ough time consuming procedures to register or 

-:tpply for import permits for products not already allowed in. Any new 

vari.0.nt disease on these .Larms will cause repeated loses. A change in 

approach to allow importation of biologics is necessary if the farms are to 

thrive. 

Although the government have many incentive schemes to assist the farmers, 

few of these schemes are made use of. Te.ke the R+D double deduction relief. 

Most of these farms are family owned,· non of the 7 farmers had any 

specialised knowledge in poultry husbandry, who can do R+D work? To 

employ capable scientists to assist is one S:)lt:tion. However, euch scientists 

are few and far in between locally. Expatriates will cost too much, together 

with investment into R+D equipment and materials, it is a big IF whether 

anything would come out of it in the near term. The existing operat.ion is 

clready tough going, there may not be profits for a long time to come, so a 

double deduction relief is not really attractive. 

The Industrial Building Allowance Scheme allows accelerated depreciation only 

for the firat year. The total number of years allowed to fully depreciate farm 

buildings is 25. The land tenure is 20 years • 



CONCLUSIONS AND RECOMMENDA'fl()NS 

There is room for poultry production in Singapore. The provision of 

commercial land for poultry farming is expensive, both for the government and 

the private sector. Maximising land use will be beneficial to both. It would 

auger better for the poultry industry as a commercial ente:rprise and it would 

increase per unit yield for the farmer, ultimatelty lowering his cost of 
,' 

production and meeting the countr::;·'s need for meat and eggs. How can thfr~ 

be done? We . will need to manage the environment, making it more optimal for 

poultry production. '!'he environmentally controlled houses in temperate 

countries worked well. because they have a cooler exterior which can absorb 

the heat generated by t.he birds. In the tropics we not only have heat, but 

also humidity to content with. Airconditioning is too expensive and will not 

work well during the rainy seasons when external h:.!midity is almost at 

saturation point. Here is where government can help - provide funds for 

engineers to research into a. system using insulation and air flow to reduce 

heat and humidity, to design a poultry house which can allow stocking density 

to double. Nutritioni3ts can be thrown the challenge cf formulating rations 

which generate the least endogenous production of body heat. There is 

already the presence of a naked neck gene in poultry. Perhaps 

biotechnologists cau come up with a thin feathering gene, so that birds in the 

tropics can be more comfortable. 'i'hese may all sound like science fiction, but 

t.he;y are plausible poasibilitiaB which can pe:t•hap6 be joint Aaean effort to 

research into. 

Governmer: ~ in outlining policies must ke~p in perspective • 1 
commerc1u1 

implications and practicalit,ies and be prepared to amend policies from time to 

time if ar. if!dustry is io be encour-r::.g-ed t<J grow. Policies laid dow:r. shou!d 
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have sufficient capatle manpower to implement, monitor and assist where 

necessary . 
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Table 1: Singapore's Population to GDP Figures 

Population ( '000) 

Crude rata of Net ural Increase 

GDP flt current pr ices (S$mio) 

Agriculture & fish 
(at current yrices 

ing GDP 
S$mio) 

Agri GDF as X of total GDP 

Per Capita GDP {U 
{at current prices 

S$} 
) 

No employed in Ag riculture 

% 

I 1973 1980 I 
~ 
I 

2,185 2,282 

NA 12.7 

9,093 I 27i450 
t 

l 
245 

I 
345 

2.69 1.26 

1,665 3,89S 

NA 17,000 

1983 1987 19901 
l 

2,406 2,554 2,705 

11.3 11.9 I 13.6 

41,837 46,593 I 69,118 
I 

377 242 
I 

194 l 
0.90 C.52 0.28 

. M•" I 
5,954 I 6,474 10,172 

12,000 10,000 6,000 J 
(est) 

--~-

Source: Dept of Statistics, PPD, ADPC 
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Table 2: No of Farms and Acreage 

Total 
Chicken 

Total No Farm Land Population 
Year of Farms (hecteres) (millions) 

1970 18,874 13,404 19.1 

1973 16,504 11,953 26.1 

1984 7,910 5,892 29.5 

1985 I 6,168 4,718 21.4 

1988 21023 
I 

1,930 7.0 (est} 

1995 500 I 2,000 13.1 (est) 

Source: PPD Bulletin, Annual Report 
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Table 3: Meat & Egg Consumption in Singapore 

Per Capita Per Capita 
Chicken Egg Chicken Egg 

Year {millions) (millions) (kg) (nos) -

J.973 
l 

32,775 . 395 15 I 18] I 
1978 58,328 511 25 219 

19?9 

I 
60,·78(J 503 26 I 213 

I ' 

1980 62,913 542 26 224 

1981 
I 

70,378 522 29 214 I 
I 

1982 78,963 512 32 207 

1983 ?7,454 514 31 205 

1984 80,&09 552 32 . I 218 

1985 78,228 557 31 218 

1986 '!8,339 553 30 214 l 
1987 84,433 587 32 225 

1990 93,500 638 34 236 

Source: PPD Bulletin 
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Table 4: Ex-Farm & Retail Egg Prices in Singapore 

·Early '70s Late '70s 

Ex-Farm 8.3 9.2 

Retail 11.0 12.0 

( S$ct I egg ) 

1986 

10.0 

13.0 

1988 1990* 1992:i: 

7-9 9 10-11 

10-12 11-15 14-18 

Source: PPD Bulletir1 
* Estimates 

.:.'· 
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Table 5: Projected Quantity and Value of Proauction in Agrotechnology Parks 

I 

l Nett ,, --· I Estimated .~ I Type of .\red Projected Value 
Activity (ha) Production ($'000) 

LIVESTOCK 

I Broilers 80 12.0 m birds 48,000 
Layers 110 574.m eggs I 60,290 
Ducks 92 5.0 m birds 41,860 
Dairy Cattle 23 6.3 litres I 6,325 
Others 50 35,086 

I HORTICULTURE 
Vegetables 262 39.300 tonnes 98,200 
Orchids 295 88.5 m stalks 53,100 
Ornamentals 145 29,000 

FISHERIES 
Ornamental Fish 312 74,880 
! .. 1arine Aquaculture 367 1 7 ,€00 tonnes* 203,200 1 

Total 1,736 649,941 

* Includes production from 170 ha of sea-based farms 

Source: PPD Bulletin 
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The Role of Private Sectoi- rn ;;_£r iculture Development: 

Impact An~lysis and Policy Issues 

L Intro<lucticn · 

·rhe agricultural sector has sustained a major role in 

the · Thai economy in term of production ~ population and foreign 

exchange ear~ing. In 1991, the a~ricultural sector significantly 
•.;,..,:. ... 

contributed. ~out 18 percent of the Gross Domes.t.i•~{_~r--Pd;,c~, ~GDP>~ 

About 63 percent of the labor force was employedd1i"1'thiS: sector~ 
. ·~.~~·~;-~~:~;~:~:.·":~ ... ~_--· --. ·- .. . "- _- .. ~- ~ .. ~ ~-~;~~~::_ .. jt~z_;:: ·~~. ~~-,;:' .. ~ . ., := 

Thailand is .. one of the few count des in tfre;::~6tld which has 
. - "<:r_~~. - --· ' 

. . . .·. -·-\~j~; ;J;~}~: ~::_ <.-··~ ;)_~_~\,-~~ -. -~~ 
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also been a major source of export earning. Although-the share of 
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agricultural exports has been declining, the export of raw and 

processed agricultural products still accountec:L·-48 percent. of the 

total exports in 1991. In addition, the sector provides raw 

materials for the agro-industries sector whose share in total 

exports has increased· significantly. 

The · Thai government has a long history of movement in 

agricultural development. In 1961 the First National Economic 

and Social Development plan was started in Thailand. The 

development. efforts have been- concentrated in agriculture' since · '. 

it has ~::>vital role>~to the economy of_ the .-~~~~d~.f~i'.1,-~~h~~'~;~' . 
-· . - : .-·:~'. -·_:_ . . • ~: ..... ·. '. ·->-~ : ·< .- -., . : .- ,. 

development pfa:ri has been implemented since issi ~:· s·bine .pr~bl:e~~;-;-

still exist ~ mostly in rural areas • The government attempted 

to solve such problems. Ho~ever. it was found that the 

go\;ernment could not by itself tackle the problems due to budget 

and fuanpower constraints. Hence. one of the key strategies in 

of economic rle·."'~0D!Dr=>nt is the interest in 
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participation of the ;rivate sector. This paper is attemoted to 

analyze the role of private sector involvement and participation 

in the Thai agricultural development. 

2. keview of Agricultural Development 

The First National Economic and Social Development Plan 

was initiated on July 1, 1961, to. serve as a means of 

accelerating economic progress in Thailand. Presently, it has 

been a period of implementation cf the Seventh-Five-Year Plan. 

The summary of the past agricultural development content is 

broadly presented as follows: 

2.1 The First Plan (1961-1966) 

The stage of implementatio~ of the First-Six ~ear 

Plan was divided into twn pba8es. The first p:ias2 stc:.rted from 

1961-19i)3 <lnd the sec-onri: one from 19G;!-i.SGG. In t,he First 

Plan period, the emphasis was . l 
ma1n~Y upon a programmR to 

0,cceleraf,e construction 
,. 

Ot the infrastructure. Several larl;fe 

multipurpose st.orage diversion dams. as well as lnr;i:e irnd ri1ediu!!l 

scale irriiation resPrvoirs, ~ere construeted. 

Ag r i cu 1 t :! r al centers 

Central an<! t.he Northeastern reg-ions of the countrv fot· t.he 

researh work on agricultural crops, fisheries and forestry. A 

number of agricultural research and exuerimenta] stations 

concerned with researches on rice and rubber; a~ricul~ural 

extension; ancl corisequent.Jy crop, l i ve~toci£ and fisherv 

development were established. 

. . 
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2. 2 J'ne Second Plan ( 1967-197 U 

The Second Plan objec~ives in the agricultural 

sector were aimed at the acceleration and diversification of 

agricuHural production as well as improvement of the quality of 

agricultural products and increase of farmers' income. The 

target annual gro~th rate for the agricultural sector was 4.3 

percent. 

The irrjgation programme initiated during the 

First Plan was continued to implement in this plan. Major new 

irrigation systems were constructed. Specialized experimental 

stations were established to promote the cultivation of economic 

crops. Fisher~ projects included the promotion of deep-sea 

fishing by surveying resources and 
. ,. training fishermen in 

advanced techniques. The main features of livestock developm~nt 

programme was to accelerate breeding improvement and disease 

control. The forest control programmes emphasized forest 

protection and afforestation. 

2.3 The Third Plan <1972-1976) 

During the Third Plan, the main policy guidelines 

were directed to accelerate agricultural production and to 

promote exports of agricultural products. Attention was paid to 

the improvement of the socio-economic conditions of the rural 

poors on one hand and to the solution of the economic development 

problems. Agricultural development was assigned the higest 

.· priority. The efforts in agriculture were aimed at the 

acceleration of crop production and diversification as well as 
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the promotion and imorovement of marketing system. The policy 

guidelines for fisheries was directed to increase production of 

coastal and deep-sea fishing. The accelerated production project 

vas strongly supported. The forest projects included projects of 

forest resources survey, silvicultural research, watershed 
,. 

management research, wood technology research, forestry research, 

forest protection and forest management were undertaken to 

improve forest conservation and increase exploitable forest 

resources. In addition agricultural inst itut,ions were 

strengthened to play a much stronger role as repr~sentatives for 

farmers. 

2.4 The. Fourth Plan (1977-1981) 

During the Fourth Plan period, attenti-on in 

agricultural development emphasized on irnprovemenl of 

agricultural production and employment. Diversif 1cation of 

production ·in agricultural sector uas encouraged through more 

intensive land and underemployed labor. At the same time, 

diversification of croµ production away from six major 

traditional crops (rice, maize, sugarcane. tapioca. ruhber ani 

henaf) was promot~d to reduce risks from price f lucr..u:J.t.ion. 1 ;, 

order to achieve the plan objective in raising the rural income 

level of the population in the agricultural sector. policv 

measures to regulate the prices of ma.io1· crops were applied. rt, 

included the price supporu programme and buffer stock programme. ·. 
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2.5 The Fifth Plan (1982-1986) 

In the past, Thailand experienced the over -

utilization of the existing natural resources. The development 

of national economy depended upon the importation of previousli 

inexpensive oil. The absence of adequate conservation practices 

was depleting the natural resources with the result that the 

production based on these resources was de~reasing and imported 

oil at the beginning of the Fifth Plan was very expensive. These 

problems had been considered in the Fifth Plan. Therefore, the 

framework of restructuring the pfoduction sectors by reducing 

their dependence on a scarce natural resouce has been attempted. 

The programme of restructur:i_ng of agricultural sector emphasized 

on increasing productivity and improving efficiency. New cash 

crops had been introduced and facilities to extensively provide 

agricultural credit had been set up. In addition, the private 

sector was encouraged to invest in technologically advanced 

agricultural projects and to promote agricultural exports. The 

national land use policy had been revised to facilitate a more 

eqiutable distribution of land. Agricultural pricing was 

considered to create a conducive financial environment which 

would be fair for producers. consummers and distributors. 

2.6 The Sixth plan (1987-1991) 

During this period. the major objective of 

agricultural development was to raise farmers 1 income. However, 
.. 

given financial and resource constraints and under the changing 

international economic and trade environment, the programme were 
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emphasized on restructure a~ricultural production. It was 

expected the measure would reduce fa1·mer' risks, unemployment and 

the increase in income of the rural people, the restructure of 

production was concentrated on diversification from traditional 

crops which have marketing problems to alternative production 

for export, import substitution, and/or agro-industrial products. 

In addition, the Sixth Plan also emphasized an increase in the 

production efficiency and quality of the products in order to 

reduce production costs and to enable competition in the world 

trade. Private sector was encouraged to participate in the 

developrnent,and the promotion of integrated far~ing system which 

links agricultural supply with market demand was adapted. In 

this case, the provision for accurate information on proauction, 

marketing both domestic and export was necessary. 

B. Performance of Agricultural Sector 

Table 1 shows the important f ec.tures of the Thai 

economy. The agricultural sector contributes over 20 percent of 

GDP prior to the Fourth Plan period and declines to 16 percent in 

the Sixth Plan. The non-agricultural sector accounts for O'jer 75 

percent, t o_ GDP and jncreases to !H percei1t the Sixtb Plan 

period. The performance of the a~ricultural s~ctor from 1961 to 

1976 experienced a relatively high rate of growth. The annual 

agricultural growth rate at constant prices averaged 6 percent 

between 19fl to 1976 and decreased to 3 and 4 percent from 1977 

to 1~66. However, during the Sixth Plan, the gro~th ratr 

increased to 5 per:::ent. which i;ns hi~ber than the Fifth Flan. The 

.. 
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reason is that durin~ the early stage of the Sixth Plan export 

cf new agricdturc.l commodities increased at a rat.her high rate 

.... due to the cooperation between public and pri~ate sectors in 

finding more markets together with price advantage in the world 

market. 

4. C0ncept,. arid Definition of Private Sector 

The government had considered that thB achievement of 

agricultural development needs involvement and participation of 

the private sector. Hence, the government attempted to increase 

bussiness atmosphere for the private sector to participate in the 

development of the country. However, the term of private sector, 

in broader sense, includes ones who have the role in input 

supply, product, ion process. output .,-market and distribution, 

processing and research. In Thailand, the private sector who has 

such role includes individual farmer, ~ooperatjves. farmer groups, 

lending institutions, private business and other non -

governmental organization. The following section will discuss 

the role of some major organizations of private sector in Thai 

agriculture. 

5. Overview of the Role of Private Organization in Thai Agriculture 

5.1 Agricultural Institutions 

Farmer organizations were formed with the purpose 

of solving problems of their occupation. increasing their 

standard of living, cooperating production and marketing and .-
raising the bargaining power. 
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The formal farm organizations can be ·divided into 2 categories: 

(1) Agricultural Cooperatives 

The government formed financial cooperatives in 

1916 and they were developed and become an agricultural 

cooperatives. Objectives of the development were to provide 

farmers services in marketing credit and agricultural extension. 

The agricultural cooperatives have been divided into three 

levels, namely, local, provincial and national levels. In i99i\ 

there were 1,464 agricultural cooperatives which are almost 

tripled from 1975 with 1,007,637 of their members. It appears 

that the members comprise only 2.6 percent of the total 

agricultural population <Table 2>. This indicates that farmers 

are not much interested in joining the cooperatives due to some 

difficulties of the operation of the cooperatives which 1;ill be 

discussed in more detial. 

(2) Farmer Groups 

Thai farmer groups have been developed from rice 

farmer groups which were formed informally to solve their own 

problems of production and marketing. Then the go~~rnment 

considers 

investment capital cooperative share as a tool of a~ricuJtural 

development,k~nd the govern~ent decides to support and promote the 

formation of the farmer ~roups. The Department of Agricultural 

Extension was set up in 1967 to carry out the irnplernen~a~ion -. 
concerned with the farmer ~roups. The purpose of the iorrnuJation 

was sj_milar to that of thi? a£fdcultura1 cooperat,iv0s Fhir:h was 
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to turn firmers' prodh~tion and marketing into corporation and 

increase their bargain~ng power . 

In 199t. ~:,646 farmer group associations was 

established with memters. Total members were accounted for 

percent of the total agricultural population CTable 21. The 

evidence inrlicates tb~t the farmer group associations are not 

much preferable among f~rmers due to problems in operating the 

farmer group. 

Dif f icnlties in Agricui~ural Organization Operation 

1. Lack of Operating Capital 

Sources of operRting capital of farmers' ~roup come 

from share investment, borrowings, resource and other. According 

to small size of the farmers group. most operating capital comes 

from borrowings rather than share investment. 

2. Poor Hanage~ent in Agricultural Business 

Usually. the committee of the agricultural 

organization has less knowledge on business and management. Its 

business has been run ineffeciently. In addition, it confronts 

problem of corruption within the organization in which its 

members do not realize the importance of the organization. They 

do not understand the p!·inciple of establishment of a farmer 

group. Thus, the management monitoring is neglected which causes 

a committee to corrupt eesily. 

3. Economic and Social Problem of Members 

Farmers are members of the ~roups or 

cooperatives are poor. T~~Y often face orob)ams of lo~ commodity 
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prices and uncertain of climat)c condiLjon. lhr•rel'ore. tiH?V hh•,;r; 

low quaJit:v of livjnir and n8ed help from ouLside. rhev f1?1~l t!wt 

the:v do not have secnrit:v on their occHpation. If the:v •:an 

chanr,!:e their .iobs. t,he:v ,dlJ not 1rnnt, t,c lirJ farmers anv,oorr~. 

These factors affect a cooperaUve of 1rnL0rprisP.. 

5.2 Lendin~ In,;;t.it.utions 

Agricultural credjt is one of imµortant inputs for 

farmers to obtain succ:ess in farmine-. Dr~spite Thailand ha!-: a 

relatively well developed f innncial sector compared to other 

similar developing countries, it cannot provide credit to rural 

population sufficiently, Thus credit from informal sources has 

become much more important. However, hased on the statistics of 

the Off ice of A~ricult,ural Economics, the percentage of credjt 

obtained from non-institutional sources have been on a decline 

because institutional sources especialJ:v commercial banks have 

paid more important role in agricultural development. 

Main institution providing finance for aqriculture 

and agro--industry are commercial banks, t,h0 Bank for AqricuHure 

and Agricultural Cooperatives <BAAC>, and the Industrial Finance 

Corporat, ion of Thailand ( IFCTl. The three larged commercial 

banks, namely, Bangkok Bank, Krung Thai and Thai Farmers' Bank, 

which together account, for over one-half nf the toLal assets of 

all commercial banks, J!l'O'.ride more thnn on0-lw If' of' t.hf~ r.ot.nl 

cornrnerciaJ bank credit for agriculture. In ad.dition, Bank nf 

Thajland is involved in influendn1t erodit alJor~at,ion for 

·agriculture l~hro111_rh its pol:ides for manduLor:v allocation or 

... 

• 

. . 
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ccmmercial bank crediL for this purpose. 

Commercial Banks 

The ~overnment has since 1975 set up credit policy 

b.v increasin~ role of the commercial ban~ in providing 

agricultural credit ~c farmers. It requires tne ~ommercial banks 

to allocate direct lending to farmers 5 percent of hank deposits 

and it was required to be increased to 20 percent in 1987. 

However, in 1987 the commercial banks were required Lo lend at 

least 14 percent to farmers and rural industries and the 

reillaining 6 percent to agribusiness. In fact. the commercial 

banks had no problems to follow the government policy oecause 

they Gould provide the agricultural credit th~oughout the end of 

1978. In 1979, the commercial banks had a problem ~r tight monev. 

As a result, they could provide less tha.n 1,00C: million bahL 

Thus, the Bank of Thailand had decided to keep the target at 13 

percent until 1986, thereafter it was increased to 20 percent in 

1987. To support the policy of agricultural credit, the Bank of 

Thailand bad given a permission for expansion of bank branches in 

the rural areas as needed with some condition of lending. These 

measures have resulted in better, it can access to more credit to 

the agricultural sector through the commercial banks. Table 4 

shows that the commercial banks provided less than 1 percent of 

credit to the 

credit policy by 

agricultural 

BOT. share of 

sector. Aft.er implementing the 

the commercial bank lendin~ to 

agriculture had been increased. It rose from 3.9Gi mi]]ion baht 

in 1975 to 48.Si4- milhon baht in 1985. F11rth1?rmc:·e .. thP :·•:'."llJt. 



of using this measure alsc affects s~are of agricultural lending 

to GDP which increased from 1.29 pe~cent in 1975 to 7.63 percent 

in 1990. The share of agricultural lending to agricultural GDP 

jumped from 4.17 percent to 61.51 percent in the same period. 

Bank for ~griculture and Agricultural Coop~ratives 

On the basis of the Cooperatives Act 1943, tl1e 

government created Bank fo~ Cooperatives. It was the major 

source of credit to farmers. :~he bank was developed and became 

the BAAC since Kovember 1, 1966. It has responsibility in 

providing credjt to farmers and farmer organizations over aJl 

the country with lo~ interest rate. 

Normally, sources of operating funds of BAAC come 

from deposits of public and c~mmercial bank and borrowings aboard, 

Bank of Thailand and the gcvernment. The total operating fund 

grew at the rate of 13.72 percent annually during the past five 

years <Table 5). The most isportant source was deposits of the 

public, followed by. deposits of the commercial banks which 

accounted for about 37 and 25 percent, respectively. However, 

foreign borrowings were the most important source of cheap 

credit. The most important scurce was borrowings from the Bank of 

Thailand which were used as subsidized funds. It grew at a lo~ 

rate of J.56 percent annu~lly. The total resource of EAAC has 

not been sufficient to its dEmand. The BAAC has introduced a ne~ 

form of saving certificates in 1985 in order to increase its 

resources. However, the suc~ess of ~he increase depends 011 the 
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rlexibilit.v or inr,erest. rate. The B:1AC is an advanta1eous 

positjon because of its extensive ietwork of about 648 branches 

and field offices. large farmer membership in different parts of 

the country, and significant potential savings available in the 

qrouini;r econom:v. 

.•· 

The Industrial Finance Corporation of Thailand 

fIFCT) 

The IFCT was established in 1959 and involved in 

medium and long-term lending to industries on a project basis. 

Its lending tn agro-industries accounted for about 15 percent of 

the total IFCT loans in 1960-80. The average size of loan 1rns 

over 9 million baht during 1960-80. At the same time, IFCT has 

made efforts since 1984 to provide assistance to small scale 

industries with fixed assets of less than 10 million baht. It 

also reduced its minimum loan size for this purpose from 1 

million to 500,000 baht. This led to an increase in the number 

of small projects. 

Major source of IFCT's resources is f oriegn 

borrowings which accounted for over 80 percent of its total 

resources. Whenever there is a shortage of domestic resources. 

IFCT cannot accept deposits while its debenture issues 

constitute only a marginal source of capital. It has started 

pcovidin2 working capital finance on a selective basis, but that 

activity is fairly limited. It has few branch off ices and 

operates jn restricted field. Therefore the operation has some 

limitation based on its chacter and institutional restrictions. 
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5.3 Private Business and Ncn-goverr.merr!".u.i OrQ"aniza~,ions 

5.3.1 Commercial Chamber and Association 

The government has realized that 

sector has significant role in the economic development of the 

nat ior,. Consequently. the government attempted to f,!'O\'ide :.!!:-; 

cooperation between itself and the pri~ate sector. To f~ciljt~tP 

such a cooperation and to see it Qperat,e efficiPnt,lv. •.be 

government has thus issued 2 Acts. namelv Commercial Che11i1her Act 

B.E. 2509 and Commercial Association Act B.E. 2509. The reason 

for issuance is to redetermine res pens ihi 1 it ies c.nd d11t i8s :>~· 

the private business organization and i~ can incorporate ~ith 

public sector efficiently. 

Chamber of Commerce 

Under the Commercial Chamber Act B.E. 2509, 

Chamber of Commerce has been established at pro~incial, foreign 

and national levels. Each province can set up one commercial 

Ghamber. The Chamber of Commerce for Bangkok is called Thai 

Chamber of Commerce. The role of Thai Chamber concerning 

agricultural activities is to approve certificate of origin, 

distubution of trade information and corporation with public 

sector on trade and economic matters. The Chamber is a member of 

ASE AN CCI : Association of Southeast Asean Nations Chamber of 

Commerce and Industry. Which has its rnle to expand trade in the 

ASEAN region. This will affect the agricultural sector throu2h 

international trade. 

Board of Commercial Chamber 1s a Chamber 

BEST AVAILABLE COPY 
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established as comffier~ial center. It is a central institution 

which includes many economic fields. It comprises Thai Chamber of 

Commerce, Foreign Chamber and Commercial Associations together 

with state enterprises and cooperatives as its members. The role 

of the Board concerning agriculture is to advise and corporate 

with the government in trade promotion. Hence, it ~orks and 

corporate closely with the Ministry of Commerce. 

Commercial Association 

Commercial Association is established under the 

Commercial Association Act B.E. 2509. Its responsibility and 

duty is to promote bu~iness irr each specific field or commodity 

which is different from the chamber of commerce. Types of a 

chamber are determined by topographic areas while types of a 

commeraial association by activities or commodities 

5.3.2 Banking Association of Thailand 

Banking Association of Thailand has been 

established since September 1958 aiming at corporation with the 

government to stabilize financial security and develop the 

national economics of the country. The role of the Association 

concerning agriculture is to regulate commercial bank activities. 

to set programs and projects and to cooperate with the 

government agencies and foreign banks on Financial matters. such 

as determination of credit policy for agriculture. settin~ target 

of loans to farmers and bank guarantee for larqe agro-industries. 
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5.3.1 Thai Industrial Associnti;rn 

Thai Industrial Association has been 

registered as one of association of commerce since 1967. It is a 

center of enterpreneurs of industrial commodities to exchange 

their view and help each other. It has the role in developin~ the 

agro-industry too, namely, agricultural machinery industrv. food 

indust.r.v, paper-pulp industry, rubber product industry etc. The 

Association is a representation of industry business to 

coordinate and advise the government on industrial matters concerned. 

5.4 Non--governmental Oganization <NGO> 

- ... ~·, The Non-governmental Organizations are private non-

profit,, voluntary organizations which were established primarily 

for socio-economic development. Some have the role of rural 

development. The existing information has shown that most pri..,ate 

development organizations are small. They ~ere initiated by 

groups of people who have the same purposes and ideas eg. middle-

class people or educated ones. The largest non-prof it 

o·rganizat ion is the Population and Community Develop~ent 

Association (PDA) which has a full-time staff of over 600 

located in 14 rural development centers and branch offices. The 

PDA has the role to promote the acceptance and practice of 

family planning aiming at the reduction of Thailand's population 

growth. Presently~ it is found that there is considerable scope 

for governmental nvestment and non-prof it activities to address 

the income distribution problem especially in the small area. 

Income gap between agriculture and non-agriculture has bsen 
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wide:i. Thus, it is considered !:.hat i1wrease in jncome level for 

rural people is needed. The development of business skills for 

people at the village level might be a way of increasing their 

income. However, it is recognized that both public and private 

sectors face some constraints. If there is collaboration between 

the tuo sectors~ it might help to narrow the income gap. 

Therefore, the Thai Business Initiative in Rural Development 

<TBIRD> is designed to seek the investments and commitment of 

resources of the corporate sector at the village level. It is 

expected that TBIRD will help to establish a sound economic 

foundation in rural area. 

Based on the study undertaken by SVITA Foundation on 

the role of NGO's in the national development,it was found that 

NGOs in Thailand are most active in the area of rural community 

development. Projects included under rural community development 

involved both social and economic development. Activities such as 

the setting up of rice banks, medicine banks, buffalo banks and 

fertilizer banks are common. In addition, NGOs' works are expanded 

into small scale water resource development including village 

fishery ponds and integrated farming. Presently~ there is sharp 

increase in interest in the issues of environment and natural 

resources. The NGOs has begun to promote the concept of 

sustainable agricultural development. 

In their operation, the NGOs do not much emphasize on 

material and services support but more on knowledge, information 

and skills. The approach is considered as basic tool for the 

people's self development. Training, information dissemination 
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and technical assistance such as seeds. fertilizer and 

construction materials. and financial assistance. mostly in a 

form of revolving loan fund are common components of NGO rural 

develop,ment programs. 

On the basis of the experience gained and the lessons 

learned from NGO's operation in Thailand, the study suggests that 

the NGOs could effectively play their roles in the national 

development : 

1. As the communicator providing feedback information 

on the problems and needs of the people as a ref lecticn to the 

/ government as well as presentini a different perspective on the 

same development issues. 

2. Providing supplementary services. As the number of 

welfare-oriented NGOs towards development activities increases, 

their resources mainly come from within the country and could be 

mobilized to strenghten the government development efforts. 

Furthermore~ there is a increase in social responsibility on the 

part of the private business sector. This could lead to 

additional resources for the develo.pment since the resource from 

the private business include not only financial but also 

expert.ise in management and marketing. It would help to 

facilitate the achivement of the development objecttives. 

') .., . Seeking for and undertaking new development 

initiatives. In the arrangement of pilot projects and development 

models in order to test and develop new approach and strategies 

for more effective development accomplishment by the government. 

This role can be operated separately or in eooperat,ion -with the 
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government and/or the busines~ sector. As the government has its 

role on research and development, the ~Gos could play a role in 

enhancing the technology transfer into the rural areas and in 

assessing the appropriateness of the technolcigies to be promoted 

by the government. 

4. Active participation in policy formulation and 

planning. NGOs are seen to have a capacity to provide inputs to· 

the formulation of policy and the development plan, particularly 

in the areas where rural people ~ill be largely affected. 

Difficulties of Participation of Private Sector in Agriculture 

Development 

In 

agricultural 

the past, the government 

development by providing 

had a major role in 

basic infrastructure, 

research and resources. However, according to the shift of world 

situation it is consid~red that the development in agricultural 

sector needs private sector participation. The public sector has 

bee~ constrained by the budget, manpo~er, farm technology 

transfers and market access. Thus, the private sector may be able 

to alleviate this problems by investing in agricultural business. 

5.5 Future Directions and Policy Issues of Agricultural 

Development 

Under financial resource constraints and under 

changing international economic environment, the Thai government 

··as been fon~ed to search for alr,ernati'.:e ways and means t,o 
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increase farmers' income. Thus, thJ prospects for agricultural 

development seem to indicate the promotion of agri~ultural 

production diversification. To diversify agricultural production, 

it is necessary to investigate the country's potential in 

production, marketing and nrocessing of agricultural commodities. 

Criteria used in the selection of the commodities includes :-

a> potent,ial for export; 

b) potential for import substitution; 

C) potential for value added processing; and 

d) linkages to agro-industry. 

To identify and promote such commodities, the 

privat·e sector play major role since entrepreneurs 'can indicate 

market and farmers will respond to market incentives. The 

government will have a limited role to play in selection and 

promotion of commodities. The role of the government should 

focus to facilitate .and remove current distortions and 

constranits which prevent an efficient growth of the production. 

It does not surprise that the diversification and 

shift from low to higher value commodities needs more modern 

cultivation techniques since planted areas is no longer a widely 

available opt, ion for increasing output. The ref ore, an increase 

of land productivity should be taken.into account. Key elements 

in achievement of productivity in creases with the involvement 

of the private sector will be as followed. 

a> Adaptation of improved seed 

The private sector has potential for seed 
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production. The role of both sector:' should be clarified. The 

government might play role in the research and.production of 

improved stock seed and the private sector might have 

responsibility for seed multiplication and distribution with 

adequate certification to ensure quality. standards 

b> Agricultural Credit 

An important consequence of the greater use of 

modern inputs will involve greater cash outlays by farmers. The 

access of agricultural cfedit from formal institutions must be 

improved. However, the improvement of land titling is needed so 

that farmers can meed the legal requirement of commercial 

banking for ler.ding. 

c) Risk Reduction 

Thai farmers always face problem of fluctuation 

in prices and the production depends upon climatic condition. 

Therefore, their production and income are involved with high risk. 

The greater use of cash inputs by farmers in the context of 

fluctuation prices would result in increased risk at the farm 

level. To reduce risks contract farming between farmers and 

private enterprises is promoted. This will be a way of 

allocating the risks of production and marketing between the 

firm and farmers. The firm offers a price guarantee based on the 

quality of products. Under contract farming. firms could provide 

inputs of p1--oduction such as seeds fertilizer and pesticide. In 

some cases, firms could provide credit to farmers in form of 

a![ricultural inpiJts and ohtain its repayment directly when they 
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purchase their products. In addition. private firms might 

provide transport, marketing and extension services together 

with transfer of technology to farmers. The provision of such 

services will be beneficial to the firms to obtain better 

quality products. 



Agriculture 

-Crops 

:..jvestock 

-Fishery 

-forestry 

Table 1 Share and Gra~th rate in Agricultural Sector bet~ef1 ~Jan 3-6 

P.!an 3 (1972-1978! Plan 4 <l977-llJ81> Pbn 5 0982-1986) Plan 6 0987-199Li 

Share Gro~th rate Share Growth rate Share Growth rate Share Growth rate 

24.88 5.20 21. 50 3.41 19.67 4.45 18.13 5.07 

15.92 6.01 13.68 4.53 12.76 3.85 10.03 6.09 

2.50 6. 17 2.51 4.Bi 2.44 i.04 2.38 7.57 

1. 76 -0.13 1.34 -3.78 1.08 3.80 0.95 -1.95 

1.45 4.42 0.96 -4.23 0.59 0.82 0.32 -24.29 

-Ag-services 0.93 7. 46 0.82 1.31 0.62 0.14 0.49 0.32 

-Simple 2.31 3.15 2. l!J 3.9fJ 2 .18 7.50 2.02 6.69 

Agricultura~ p-roa.e ss '"'·~ f'YO ci .. c-!:S 

Non-agricu Jture 

75.12 78.50 80 .33 83.82 

GDP 100 6.82 100 6.36 100 5.61 100 11.78 

Source The National Economic and Social. ~evelopment Board ;~r:SDBJ 



Table 2 lJuw.ber of Co-operatives, Farner Groups and lieitbers on Dece.r:h~r 139L 1883-1890 

Farmer groups Agricultural Co-operatives Fish€rY Co-operatives Land sett 

; Year li'umber of Ii umber of 'f, Ii' umber of li'umber of 3 liumber of t\umber of 'f, !\umber of 
. ' 

~ I;:; group members Co-operatives ., Members Co-operatives l'ienbers Co-operat i • 

:· 

' :·?:f 
:~ 

1983 3,820 514,875 1.55 984 816,664 2.48 2-0 4,281 0.013 35 

1984 3, 817 490,794 1.47 l, 007 816.402 2. ~6 20 Ll,557 0.013 90 

. ;; 1985 3,832 484,297 1.43 ·1,03i 821,894 2.45 20 4,403 0.013 91 
-;; 
-·~ 

':; 
:_- 1986 3,862 485,953 1.45 1,059 837,434 2.47 19 4, 121 ·O .O 12 93 

.: 1987 3,885 487,139 1.41 1,089 851, 224 2.46 19 4, 127 0.012 :33 

1.988 3,922 '489,194 1.40 1,157 883,694 2.53 22 4,322 0.012 93 

' 1989 3,931 489,572 1.39 1, 253 902,515 2.55 22 5. 128 0.014 95 

'1990 3.953 490,67 4 1.38 1,357 955~603 2.68 25 6,039 0.017 95 

l~~~l l '.)' 646 505,637 1.41 1, 464 l.,007,637 2.Bl 26 (), 236 0.01; 94 

Source l. Co-operative Promotion Department-

:, 
:1 2. Agricultural Extension Department-

3. 9ffice of Agricultural Econ_omics 

.. Remark 'f. percentage share to agricultural population 



Table 3 Tar!!et of Agricultural Credit. and Lending of Financial Institution 1975-1991 

lnit: million bahL 

Lendin~ Difference 

Farmers ~ Agri- % Total Direct Ag-bonds Deposit Total Agri- Farmers A~ri-

business to formers at BAAC business busin'?ss 

4,333 5 5 2,234 1, 671 3,904 - 429 

6, 139 7 7 3,811 3' 161 6,972 332 

9,647 
,.. 

9 5,892 4,528 10, 420 773 ;;i 

' J 1, 771 9 2,616 2 11 8,099 5,511 13,611 6,382 1,840 3,7136 

17,332 11 3.150 2 13 9,970 6,330 16,300 7,756 -1,022 4,606 

19,209 11 3,492 2 13 11,553 1,230 7,000 19, 783 9,962 575 6,470 

23,649 11 4,300 2 13 14,457 1,230 7,804 23,491 9,932 -159 5,634 

28,294 11 5, 144 2 13 20, 140 1,096 8, 405 29,642 10,706 1,348 5,562 

35,330 11 6,424 2 13 28,613 765 8,806 38,184 13,410 2,854 6,986 

44,341 11 8,062 2 13 35,915 657 9,534 46,106 17,804 1,765 9.742 

53,!l20 11 9, 785 •) 13 37,829 10,685 48,514 23,642 -5,306 13 '857 '-

60,348 11 10, 972 2 13 40,087 11, 113 51,200 27,240 -9 ! 148 16,268 

86,932 14 37,256 6 20 55,864 12,340 68,204 48,953 -18,728 11,697 

104, 111 14 44,619 6 20 73,211 14, 118 87,329 58,406 -16,782 13,7a7 

123,809 14 53,061 6 20 1-05,893 14,486 120,379 70,433 - 3,430 17,372 

157' 246 14 67,391 6 20 142,053 14, 50 3 156,556 81, 638 -690 14,247 

200,579 14 85,963 6 20 178,100 14,513 192,613 95,656 -7,966 9,693 

Ea!ik ol' Timi land-



Table 4 Share of Cow.m.orcial Bank Len.ding to Agricultural 

Year 

1975 

19'76 

1977 

1978 

1979 

1980 

1981 

1982 

1983 

1984 

1985 

1986 
~ 

1987 

1988 

1989 

1990 

i\ 
'·'V /\\ 'J . 

Sector to Gross Domestic Product. originating from 

Agriculture 

Unit:million baht 

Lending Total GDP Ag GDP Commercial bank lending 

to Lending at at to Agriculture as 3 of 

Agriculture of CB current current Total GDP Ag GDP 

prices prices Lending 

3,904 82,899 303,319 81,521 4.71 1. 29 4.79 

6,972 96,377 346,516 92,460 7.23 2. 01 7.54 

10,420 122, 810 403,529 99,970 8. 48 2.58 10.42 

13.611 160.878 488,226 119,638 8.46 2.79 11. 38 

16,300 198, 363 558,861 134,148 8.22 2. 92 12.15 

19,783 224,317 658,509 152,852 8.82 3.00 12.94 

23, 491 258,117 760,195 162,987 9.10 3.09 14.41 

29.,642 306,788· 820,002 156,839 9.66 3.61 18.90 

38,184 411,963 910,054 185,628 9.27 4.20 20.57 

46,106 481,852 973,412 175,190 9.57 4.74 26.32 

48,514 529,504 1,014,399 169, 895 9.16 4.78 28.56 

51,200 549,203 1,095,368 178,140 9.32 4.67 28.74 

68,204 671,781 1,253,147 205,592 10.15 5.44 33.17 

87,329 866,862 1,506,977 250,384 10.07 5.79 34.88 

:120,379 1,126,034 1,775,978 266, 3'19 10.69 6.78 45.19 

156,556 1,494,062 2,051,208 254,523 10.48 7.63 61. 51 

Source 1. Bank of Thailand 

2. NESDB 



Tahle 5 Resources of BAAC 

Unit : Million of Baht 

Source 1986 3 1990 % GR % 

Commercial Bank Deposits 11,113 31. 82 41,514 25.59 6.22 

Foreign Borrowings 7,808 22.36 9,985 17.6 6.53 

. Bank of Thailand 6,348 18.18 4,896 8.63 1. 56 

Pablic Deposits 7, 118 20.38 20,971 36.97 :=!1. 74 

Own funds and others 2,536 7.26 6,362 11. 21 28.50 

Total 34,923 100 56,728 100 13.72 

Source BAAC 
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PREFACE 

This report sets out to iccntify the Thai p:::mltry (!3roiler) industry 

within the framework of ASEA'-1/ADPC's term of reference. 

The key topics are related to country's poultry development. role cf 

private sector, government policies and programs affecting the 

industry, and impact assessment . 

. Detailed study has been prepared by the assigned consultant {The 

Agricultural and Industrial Development Consultants Co.,Ltd) to use 

d\'ai lab le 3econdary information and a 1 imi t number of field survey in 

carrying the study. 

It is believed th<tt the study rn.<iy contribute to reduce industriai 

constraints as well as to increase a certain degree of success in 

promoting cooperatiQn among ASE.i\..~ private sectors in related 

agricultural fields and activities in future. 
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1 • EY:.ECUTIVE SUMMARY 

Poultr:.- industry became a major business which contributed strong 

econom:c impact and employment to many other related agricultural 

sectors and indu~tries in the cou~try. With substantial amount of its 

growth rate of the industry. it helped to stabilize growth rate of 

agricu:rnre sector as a whole. whiie the private sector has pJayed an 

.active role of industrial development for the last three decades. 

However. the poultry i:idustry is still facing number of constraints in 

high ccst of production due to fluctuation of raw materials and breed 

import required. In general. Thai poultry production cost is far 

higher when compared to People Republic of China and Brazil. Finished 

product of frozen chjcken for export is depended largely on Japan 

market ~P to 90% 

The st~dy indicates that the absence of grand parent and parent stock 

in the country causes the industry to continue breed import. Proper 

research to promote breed stock development should be encouraged in 

order . to provide durable solution of high production cost. 

Development of Thai poult~y industry is moving into maturity stage. If 

the country seeks to be self-s~fficient in future production and 

better marketing prospect. certain solution · and act ion plan must be 

strictiy followzd to oYercome probiems regarding to the expansion of 

the exJ?Ort market. Research and development of breed improvement for 

high desirable performance. and establishment of cooperated measure 

among concerned parties should also put into consideration. 
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2. INTRODUCTION 

Thailand is geographically located in an advantage area of agricultural 

production in either planting, fishery or livestock. During past three 

decades, the agricultural development and its growth rate has been 

substantially increased at satisfactory level. The growth of 

agricultural sector has provided a significant improvement in life 

standard and income generation for the rural population. 

Along with other progress development in the fields of transportation 

and communication, technology transfer has been introduced as the 

instrument to improve country economics. Traditional production of 

agricultural products has, therefore, shifted to higher level of 

commercial production, as well as more product derived in agro 

industry. The development brought faster growth rate of country's 

economy. Todate, agriculture holds the most important key to the 

economic development of Thailand in term of providing the largest 

share of employment, as well as one of the major sources of foreign 

exchange earning. 

Within sub-sectors of livestock, poultry industry is one of the 

country~s major contributions as it can ea:rn large amount of foreign 

exchange. Most of the industry improvement is being carried out by 

private sector. The study, therefore, will concentrate on the role of 

the private sector on promoting the growth of poultry (broiler} 

industry. An overview of the industry, government policies, role and 

impact including issue and problem will be presented and discussed in 

the further paragraphs. 
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3. THE COL11\lTRY' S AGRICULTURE DEVELOPMENT IN LIVESTOCK 

Prior to 1973. Thailand's livestock, feed grain, feed supply and level 

o't: technology development had been considered as a slow developed 

period with small-scale production for domestic consumption. In 1973. 

the beginning of Jrd national development plan.livestock development 

began to_be active in ~ubsector of dairy, swine c.i.nd poultry along with 

,the rntro1uction 0f new technology, modern method of animal raising 

and food processing. Poul try development during the past 20 years 

(1972-1992) seemed to lead other subsectors of swine arid dairy in term 

of share of livestQ£k and export earn (Table No. 1}. 

Post deveiopment indicated that private sectors had been eucouraged by 

the Board of Investment CB.O.I) to ~nlarge family scale to industrial 

scale production as well as to invest in other related businesses. 

Favourable incentives granted to new investors by B.O.I had resultec 

in stretching poultry industry as one of healthy agroindustries in the 

count:L·y. Along the line with sub-sector of poultry industry 

development, modern technology transfer in the areas of farm 
-

management, feed production, importation of new breed both broiler and 

layer for breed imp·rovernent, slaughtering,· and food processing had 

been introduced. 

This results in enlargement of segment sharing of country's economic 

development contributed to agricultural sector (sub-sector of live

stock). Recent large volume of frozen chicken (Table No.2) and fresh 

egg export ·(Table No.3) annually indicates rapid growth of the 

industry as well as to create related business opportunities (see 

Figure .No. 1). Co-existence of these related development can be widely 

obsen'ecl in increasing number of business activities both up stream 
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(feed mill and crop production), down steam (slaughterhouse and food 

processing), supportive supplies and services. One of the important 

roles played by private sector in the development of poultry industry 

can be obviously seen from the out-standing 

Thailand's major exports in 1991 and 1992 

statistics indicated that frozen fowl export 

top twenty export commodities at total value 

(US$ 411 mil), sharing a segmentation of 1.43 

4. THE STRUCTURE OF POULTRY (BROILER) INDUSTRY 

past record and recent 

(Table No. 4). The 

in 1991 was one of the 

of Mil Baht 10,275.7 

of total foreign earn. 

Country's poultry industry may be defined as muiti-activity 

cooperation and mutual support between raisers and feed 

suppliers, while their affiliate associations under the Federation of 

Thai Industry umbrella (Figure No. 2) act as voices between the 

government and the raisers or feed suppliers. The industry is a core 

dynamic drive of many related economic activities of both forward and 

backward linkages when campared to other sub-sectors of industries. 

Those main components of Thai poultry industry can be categorized into 

five sub-sectors as follows:-

Poultry raising system 

- Feed production 

Veterinary supplies and services 

- Food processing plant 

- Poultry marketing system 



4.1 Poul try Raising system 

Early poultry rai.sing activities or sub-sectc>rs of poultry productiun 

has bee:-, developed from far.iily scale-raising of native breed. Followed 

by new application of modern method in breed improvement and 

:Shortening of raising pzriod. The small scale raising h~s further 

developeJ to larger industrial scaie up to compl.::te integrated circuit 

9peratio!1. Of 5 m.ain activities. farmers seem to engage only in 
. -raising. while two or.three sub-di...-isions of each feed supply company 

are engaging i.n supporting production, supplies cf breed, animal feed, 

and veterinary. Meanwhile. other sue-divisions of each same company 

are er.gaging in food p;:-ocessiug and marketing to supportthe raising 

program.mes. R~ising .system of poultry appears to be classified into 

two categories as :- Broiler chick producers and Broiler raisers. 

4.1.1 Broiler Chick Producers 

Early survey made by Department of Livestock in 1980 incicated that 

there were 31 modern parent stock farms in the Country with a total 

capacity of 4.5 million head a week. Todate, number of parent stock 

farm has been increased up to 40 with a total producHion of 7 million 

head a week. The producers of parent stock farras are devided into 2 

groups:- one is a group of full integ:cated b11siness companies which 

also operating feed production and another one is a group of large 

scale producers. Within first group there are 6 full integrated 

companies namely:- Chareon Phokaphan Group (C.P.), Laemthong Sahakarn, 

Centago. Betago, Srithai Livestock and Par Chareonphan, sharing 70-803 

of total country production. The rest 20-30% of the production is 

operatir.g by the second group of 25 large scale producers. 
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Country poultry industry is depend largely on import of breed stocks. 

Both grand parent and parent stock are steadily imported with an 

increasing number annually from 1.3 million head in 1987 to 1.8 

million head in 1991 (Table No. 5). Among many breed imports, the most 

popular breed is likely to be the Arbor Acers breed found in 30 out 

of 40 parent 

tolerence and 

stock farms. Its unique performance of better heat

low feed conversion ratio (1.74) has resulted in 

widespread of its distribution throughout the country. 

The system of poultry raising in the country is the system of non-self 

sufficient in breed stock as shown on Figure No. 3, it is expected 

that future import price of grand parent (GP.) and parent stock(PS.) 

will cause high cost of production on poultry meat produced in 1-2 

years ahead. Amount of breed imported into the country during 

1987-1991 has been consecutively increased at average 3.963 per year 

(Table No. 5). These breed stocks have been managed to supply 

throughout the whole poultry industry. Recent import breed stock were 

used to produce approximately 568 million head of chicken in 1991 

(Table No.6), and 1992 is expected to reach 720 million head, which is 

excluded a production loss from severe diseases 

pollutions. 

4.1.2 Broiler Rasiers 

and environmental 

Traditionally, broilers have been originately raised in the Northeast 

part of the country; consequently, raising promotion programmes had 

been introduced by a private animal-feed company during last 20 years. 

The programme was being provided with supportive outlets of production 

centers and feed mi 11 in the Central and the Western Regions. 

Nowadays, these new two promoted areas (included of provinces around 
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Baingkok) are considered as highest density area of raising acti\'it:i.' 

such as:- Ratchaburi, Nakorn- Pathom, Suphan Buri. Chachoengsao and 

Chon Buri. Each farm maintains a minimum capacity of 10,000 broilers, 

employing modern raising system and management, and operating either 

independently or under contract farming with integrated business 

company or agent. 

In 1977; independent broilers raisers in the Central-Region constituted 

abour 26% of total c9untry production and the.n dec~ined--to 17% in 1981. 

This portion of independent farm tends to decrease due to a high 5 

risk of production cost and finished product price fluctuations. 

:-lost of S3% of contract raisers are depended on animal-feed companies 

for supportive supplies ranging from material inputs to marketing. 

Normally, these contract raisers are binded with the jntegrated 

business companies or agents. either by verbally or in written 

agreement on supplies, services and purchasin~ conditions. 

Crenerally, three types of contracts either price guarantee, incoCTe 

guarantee or hire-raising are being practiced in broiler business in 

order to secure raiser's income. These three types of farming 

contracts, therefore, help to eliminate the marketing and price risk 

fa~ed by raisers since breeding, feeding supplies and finished broiler 

market are in guarantee. 

4.2 Feed Production 

The animal feed industry was first introduced in the country some 

35 years ago. At the initial stage of poultry development, private 

sector engaged in small scale operation with labour intensive and low 

technology application. Since 1967. the industry has been gradually 
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gaining status of becoming one of important sub-sectors. As the result 

of livestock rearing has been spreaded larger in central area, the 

Board of Investment had started issuing promotional privileges to 

investor in the animal feed industry in 1969. Recently, there are 

45animal feed mills in existence of which 39 are under BOI promotional 

status. Of 45, 8 leading manufacturers are involving 1n full 

integrated circuit in manufacturing, supplies and related services. 

These leading companies are:-

1. Chareon-Pokaphan Co.,Ltd. 

2. Krungthai-Animal feed Co.,Ltd. 

3. Laemthong Sahakarn Co.,Ltd. 

4. Centago Co.,Ltd. 

5. Betago Co.,Ltd. 

6. Saha Farm Co.,Ltd. 

7. Sri Thai Livestock Co.,Ltd. 

8. Lee Animal Feed Development Co.,Ltd. 

The animal feed industry may be described as a quasi-oligopoly group 

of industry. Plant distribution of feed manufacturing units is rather 

concentrated by 813 located near Bangkok. During 1983 1939. 

production output of animal feed had been increased at average rate of 

8.73 annually, e.g. output of 2.8 million tons in 1983 compared to 1.5 

million ton in 1989 (Table No. 7). Of total production. chicken and 

swine feed account for 62 and 32 percent respectively whereas the rest 

of 6 percent is produced for other livestocks (duck, cattle. and 

marine) 

Processing Mixed feed derived from mills is divided into ready Mixed 

Feed of 85-90% end Feed Essence including Pennix Feed of 10-153 by 
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·\·oiu:ri~e. Ready 1'-fiJ.::ed. Feed is prodB:ced in the forms of grain and p.el let 

ccnsisting of complete nutrients such as protein, f~ts, vitamins and 

Hlineral. :::-eed ingredients have been mixed in appropriate proportion 

and can be used instantly. 

Feed Essence cannot he used directly due to absence of carbohydrate, 

it is wainly consisting of protein, fats and minerals. Normal 

application of feed esser.ce is to mixed with maize, broke;i rice or 

sorghum prior to feed the animal. Premix Feed is essentially vitamins 

and fl!inerals used as add! t ives feed being mixed · by che farmers 

th.::mselves. 

During !:he early period of feed production, animal feed processors 

seemed to concentrate mainly on production rather than market 

distribution. Product c~istribution had been inanaged by local merchants 

without setting up marketing division within the company. Few years 

after a series of new plants had been pr-emoted by B.O.I office, 

marketing was highly competitive which also was a cause of business 

loss. thereafter, each manufacture began to readjust their marketing 

techniques. 

Details of animal feed marketing wi 11 be further discussed in the 

section cf an overview of the exporsure of the private sector. 

4.3 Veterinary Supplies and Services 

Business of veterinary supplies is in picture when the growth of 

livestock production became one of important activities. Absence of 

domestic veterinary producer left ample room for import products to be 
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serviced in Thai market. Most of veterinary supplies are imported in 

the form of pure raw materials and will be further mixed or 

reprocessed mixed prior to be sold to domestic agency. Total of 73 

local and foreign companies are engaging in the business, mainly in 

Bangkok area. Generally, each company will devide market zone into 4 

geographic regions:- North, East Coast, Central and South. 

Each zone will be sub-divided into different number of major areas 

depending on capability, type of products and animal density. For 

example, many veterinary supplies subscribed as Antisurface, Antibiotic, 

Salfa and Vaccine are mainly u~ed in the broiler production. 

Generally, cost of veterinary supplies in broiler production accounts 

about 2.7% of production cost or 0.35-0.40 baht per kg. Therefore, it 

can be estimated that Thailand had to pay about 210-240 mil baht a 

year for 600 mil head of broiler production in 1991. 

4.4 Slaughterhouse and Processing Unit 

In fact, facility outlet for poultry slaughtering of Preserved Food 

Organization (A government enterprise) in Rachaburi Province had 

served the the livestock sub-sector for many years prior to existence 

of new slaughterhouse promoted by B.O.I. In 1972, a new modern poultry 

slaughterhouse and processing plant had been established by Bangkok 

Livestock Co., Ltd.(under C.P. group) who also initiated the export 

market. Next 5 years (1997) after C.P group, Saha farm had established 

the second processing plant. 

In 1983, a number of chicken processing plant was increased to S 

factories operated by 7 private companies. Todate,there are 13 private 

processing piants with a total capacity of 900,000 head 
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or 1. 620 ton a di'l:v. .-Uong with those companies, C. P. Sara-bur i and 

Saha Farm share the top highest capacity of 120,000 head a dciy. The-

latest new \'enture, Golden Poult;-y, has just been investecl with the 
' lcwest capacity of :20.000 head a day (Table !-Jo. 8). 

lri view of local n~arketing. manual slaughtering is also practiced by 

middie·i:nen in Bangkok anti other major provinces. For Bangkok area only 

about30 dealers are in the busi;-iess and can be found in sub-district 

of Klong Teoi (So: Aree) and Klong Ton area. 

4.5 Poultry Marketing System 

Fi:'1ished poul tr:r market is devided i:i.tc 2 types '. independP.nt and con-

ract market. On contract markets, agreements will be made between 

buyers and raisers prior to actual raising taken place. Buyers are 

usually the animai feed ccmpanies of large integrated business 

operation. These companies will act as salesmen to supply veterinary 

and feed• to raisers on credit term. Finished broilers will later be 

sold back to these salesmen. The raisers will receive the balance of 

payment wi e1 subtraction of veterinary and feed supplies cost. 

Marketing network of contract raisers is· summarized in Figure.No. 4. 

Marketing systems of inde.pendent raiser& is likely more flexible 

when compared to c9ntract farmers. The.raisers may sel 1 their 

products in many ways: such as by selling broilers to the retailers, 

local merchants, or middlemen. The study indicates that more than half 

(643) of the independent raisers sale the product directly to 

merchants in Bangkok. The rest of producet will be sold to local 

merchants, company's agents or retailers about 25. 6 and 5% 

respectively. The merchants will inturn send. t~-· animals to slaughter-
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house for further processing (Figure No. 5). 

S. OVERVIEW OF THE EXPOSURE .OF THE PRIVATE SECTOR 

Key significant role of the development of poultry industry involved by 

private sector can be clearly seen in 4 major different activities :

animal-feed industry, breed improvement, development of farm pattern, 

and export marketing expansion, while the government plays a role 

involving investment promotion, imposed policies,regulations and 

programmes. 

5.1 Animal-Feed Industry 

Parts of ample domestic crops supplies of raw materials used in feed 

production are mostly domestic crops and by-products available in the 

country such as maize, soybean meal and ricebran. Thus, feed 

production helps increase in value added of crop products as well as 

to improve the farmers' life standard. Feed grain demand by the sub

sector of feed suppli~s has indirectly helped to escalate other 

related business activities as well, such as fertilizer, 

treatment, insecticide. 

seed 

Naturally, price of grain and raw materials required by the industry 

has always been fluctuated from season to season. This caused high 

production cost from time to time for feed manufacturing. whilst, 

price and protein content of finished product of a:nirnal feed are 

subject to goverment control. New application of feed ingredient or 

formula substitution by computer technology has helped to develop 

least cost of feed at acceptable protein content. Meanwhile new 

application of additi,;.:: substrates such as vitamin and mineral know~'1 
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as ''premix'' used in small amount but it is considered as nutrition 

rich. was widely promoted and imported by animal drug companies. Usage 

cif synthetic amino acid such as lysine was also tested and applied for 

better feed quality. 

These new deve'..opment and technology progress along with the promotion 

of B.O.I has resulted in increasing number of ~nimal feed industrial 

plants in the past. Due to high competition in the market and large 

capital inveE'tment involved, marketing of animal feed has been chcinged 

from direct retial agents to contract farmers or agents. A new 

marketing technique cal led "Package of Technology"- was introduced to 

the raisers. This complete line of arrangements n1ade by animal feed 

company starts with the selling of animal breeds, feed. medicine, 

rearing equipment, as well as the providing of veterinarians. 

Varied contract agreements between animal feed processors and livestock 

rearers are generated as aiming to create marke:ing certainly for the 

company, besides to serve as the instruments for rearing broiler 

chicken and product price guarantee. These methods of contracting will 

serve two purposes : firstly it assures a built-in market for chicker. 

feed for the producer and secondly it promises the raisers a ready 

market for grown chicken at a guarantee price. 

The advantages of contracting also allow the company to have better 

control of broiler production quantity and quality. However, the 

system looks likely to be a monopoly system as product price are 

determinded by only the integrated business companies. As the animal 

feed market is a competitive one among few large manufacturers with 

strong .financiai capability. It is left no room with difficulty for a 

new manufacturer to venture into the industry. 

.>'· • 
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5.2 Breeding Improvement 

An important role of goverrtment to exempt import duty for grand 

parent and parent stock has resulted the private sector to engage in 

breeding improvement. For example, of 3 full integrated business 

companies, 2 leading companies engaged in research and development of 

certain breed which normally found in the country namely, Arbor Acers, 

Hubbard, Ross and Gegal breeds. Recently, Arbor Acers breed accounts 

the highest market share in poultry industry. Its feed conversion 

ratios of 1.74 and 2.06 for 6 and 8 weeks of broiler ages (Table No. 

9) is an advantage inherent compared to other breeds. It appears to be 

one of successes of breed improvement in the industry for the past 10 

years. 

Eventhough breed improvement has been developed and a cycle of broiler 

production takes shorter period (45 days for 1.3 kg life weight). 

A problem of weather condition especially in summer still be an 

important factor affecting mortality rate of birds. Effort research on 

breed selection emphasizing on heac-tolerant inherent is still a 

constraint in the industry and it is an interested 

researchers both in government and private sectors. 

subject among 

5~3 Improvement of Farm Pattern 

Besides Arbor a.rhor Acer breed impro-.-ement. a knowledge of pruper farm 

management, proper feeding, hen hous'!.: and hatching arrangement han: 

been tought to the contract raisers by animal-feed companies. 

In the presence of rising price of the energy. higher labour 

cost and land limitation for producing crop or dnimal. the 
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replacement of 1abour intensive manual system to semi-automatic system 

by supportive equipments and tools has been evidently applied in Thai -

farming during the last 30 years. Automatic feeders and other 

laboursaving machines have been introduced into poultry industry for 

years. Presently, few men needed for daily raising of 100,000 broilers 

in modern farm instead of old raising method. 

A development of pen pattern was also promoted in order to optimize 

land utilization. Three applications of broiler pens are widely built 

in raising farms, first type is to build pen above fish pond, second 

is opened-air-double floor type and third is closed-air (Evap.) type. 

These patterns have helped in less space requirement for animal 

raising. 

In fact. the pattern to build broiler pen above fish pond was first 

developed in the country before the others. Besides, heat reduction 

effect by water and better air circulation for poultry raising, 

advantage of first system is an effective usage of by-product for fish 

raising. However, batch density has to be controlled in appropriate 

size to assure less pollution of waste water. 

In comparison of these three systems, the Evaporative system has been 

mainly built for breeding farm, its advantages are temperature, 

rodent-free and insect-free controlled, thus results in much better 

productivity. It is believed that the system will be widely accepted 

by broiler farmers due to lower total cost per bird and effective land 

utilization. Normally, any system can be managed to increase double 

raising capacity when compared to traditional system. Invested budget 

for broiler farm, comparing between opened & Evap. pen is shown in 

Table No. 10. 



16 

5.4 Export Marketing 

In 1973, frozen chicken was first exported by Bangkok Livestock Co .. 

Ltd. and other 2 Japan companies with the total amount of 135 tons. 

Consequently, Japan has been the largest export destination of Thai 

chicken meat for years. Presently, Japan still remains the biggest 

market with total import of 137,305 metric tons in 1991, which 

accounts 85 per cent of total export of Thai frozen chicken (Figure 

No. 6) Extensive export market has been one of important role play by 

13 leading private sectors (see Table 8). Todate, the sector is able 

to produce chicken meat up to a million head per day. Most of 

the poultry produced by these manufactures are 

market. 

exported to overseas 

Presently, Thai private sector is planning to penetrate into new 

export markets of frozen chicken such as Australia, Canada and 

Middle-East countries. Forcast of export in 1992 is estimated at 40% 

of total production. mostly in the form of frozen chicken meat. Some 

parts of chicken carcass which cannot be exported such as necks. top 

wings, feet and viscera will be sold to domestic market or dispatch to 

rendering plant. 

Two main factors involving export growth rate of Thai chicken meat can 

be observed as factors affected by impo:-ter and exporter. 

Factors affected bv importer Change of domes t ion product ion 

in each country 

Growth of economic and political 

change in protectionism 
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Factors affected bv exporter 

- Export .:ind ir::port pol ici·.::s Liy 

the government. 

- Ir.creasing production cost 

- Quality of product 

- Export competitor~ 

- Government policies 

6. GOVERNMENT POLI CY AND PROORAMMES 

Growth of broiler industry has been accepted as one of the industries 

mostly promoted by the private sector. The concerned government 

agencies also participates in the role issuing number of regulations 

and policies affected to the industry as a whole. Government policies 

and their effects are summerized as following. 

6.1 Production Policies 

6.1.1 Specification of feed standard 

The Animal Feed Quaiity Control Act was enacted in 1973. The Act was 

first amended in 1982 and again in 1984. Recently, control of feed 

quality is applied to raw materials needed for manufacturing Feed 

Essense, Ready Mixed Feed and Premix Additives. This strict quality 

control has ensured better quality and standard of feed product 

appeared in the market. 
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6.1.2 Price control on animal feed and crop 

In 1989. any producer desiring to increase their product prices must 

obtain prior approval from the price control committee under Ministry 

of .commerce by submitting their requests together with production 

costs, expenses, method of processing and distribution methods. A 

strict price control will eliminate a monopoly of price determination 

practiced by private sector. Besides, the government also applies 

certain regulation on range of price levels of necessary crop products 

sold at Bangkok market as following (baht/kg): 

Min Max 

Maize 3.10 3.80 

Fishmeal ( > 603 protein) 14.00 16.00 

Soy bean 7.50 9.50 

Soy-bean meal 3.10 10. 10 

6.1. 3 Controls of imports on feed raw materials 

In 1989. imports of fishmeal, soybean meal, and maize were al lowed 

freely. but it is subject to notify the Ministry of Commerce for all 

transaction. It was later decided in 1990 to levy a 6 percent import 

tax and a possible surcharge on these materials so that the price 

of raw material from abroad will not much cheriper than thc.t .._)f iocal 

product. Recently. the surcharge of soybean meal and fish meal 

imported are levied at 1, 031 and 1, 786 baht/ton respect in:l:,·. Maize 

import is subject to exemption of surcharge. This regulation is 

affecting the rise of feed price in recent year. 
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c. 1.4 Duty free and tax refund 

Ministry of Finance has lifted all import duty for breed including 

tax refund for all raw materials needed in the chicken meat production 

for export. This will help reduce the production cost in pcultry 

industry. 

~ 

6.1.5 BOI promotion 

Promotional privileges had been provided to the poultry industry, with 

condition that each promoted company must havt:: a minimum capital 

investment of at ieast Baht 1 million for poultry farming and Baht 10 

million for slaughterhouse and proc~ssing plants. excluded land cost 

and working capital. Also, all finished products needed to be exported 

except viscera, blood, bone, feather, feet and wings which are allowed 

to sell domestically. 

B.O.I promotional 

feed industry in 

privileges had been first granted to the animal 

1969. After 9 years of promotion (1978), the B.O.I 

has suspended promotional privileges to manufacturers of mixed feed 

for chicken, duck, and swine in Bangkok and neighbouring provinces. 

The exception of promotion can be granted for animal feed ventures 

outside the specified areas, and the minimum capital investment must 

not less than Bath 10 million , excluded of land cost and working 

capital. This outside Bangkok promotion has encouraged continue growth 

of medium and large scale industries in provincial areas. 
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6.2 Marketing Policies 

6.2.1 Export duty free and tax refund 

In 1982, Ministry of Finance allowed all chicken meat to be exported 

freely without export duty fee. Besides, tax refund of 0.07~ for the 

producers under B.O.I. promotion and 1.583 for the producer not under 

B.O.I. promotion have been enacted to reduce the production cost of 

frozen chicken meat export. 

6.2.2 Meat quality and slaughterhouse inspection 

Pre- and post-slaughtered animal needed to be inspected for disease 

and quality control by the official veterinarian. Method of processing 

and equipments are needed to meet the export standard and requirement. 

Finished product must be accompanied by product certificate issued by 

Department of Livestock to ensure wholesomeness of meat product 

suitable for human consumption. 

6.2.3 Main trading partner 

Under Ministry of Commerce past effort and negotiation with fapan. it 

resulted the government of Japan to reduce import duty from 14 percent 

to 12% of Thai frozen chicken import into Japan. Meanwhile. Thai 

representatives officers in foreign country are now trying to explore 

new export market for Thai chicken meat. This iniportm.nt role of 

government may stabilize for future market. 
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7. IMPACT ASSESSMENT 

Overall poultry industry together with evolution of new technology and 

the introduction of feed mill during 1963-1975 had not been clearly 

seen neither as the effect of change in traditional raising nor 

substantial development in other related sectors. In view of 

investment and income generation in urban areas, the industry has~ 

shown proven record since 1976, when raising period has been shorten 

to 45-55 days, commercial scale raising became widely spread into 

many provinces in central area of the country such as Nakorn Fathom, 

Chacheongsao, Cholburi and Nakorn Nayok. Early study indicated that 

in 1973 there were 36.4 mil head of poultry, and raising activities 

had been increased at average of 303 during 1976-1978. Between 1979-

1985, raising number had been reached up and down between 185-205 mil 

head per year. Resently in 1991, ra1s1ng numbers has reached up to 

569 mil head and number of 720 mil head is likely to appear in 1992. 

(see Table No.6) 

In view of general impact of the industry to nationai interest and 

other related sectors, it can be clearly seen that the industry has 

created a wide range of economic contribution covering new investment 

and development of agricultural, agro-industrial and service sectors. 

These key assessment can be described in term of ;-

favoral>le climate fo:· further or new !n\·•.:'>'Ci:l:.=m in related fields 

Create large_ volume of new employment in r~latcd fields 

Substantial Foreign earn since 1967 

Stabilize growth rate of agriculture sector 

Increase Value Added of raw materials (Grain} 

Transfor of latest technology in livestock and food processing 
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On contrarily, the industry often appears to have certain degree of 

negative impact on environment to the community such as :-

Feed mill 

Feed mil 1 

Slaughterhouse 

Open-air raising pen 

8. ISSUE AND PROBLEM 

Traffic congestion due to fleet of 

transportation trucks loaded with raw 

material for feed mill (Bangkok case) 

Create dust and waste pollution in nearly 

community 

Release of improper treated waste water 

to the public 

Create odor, stimulate rodent growth 

Although, the country's industry has the advantages of available 

lower labour cost and better production skill resource compared to 

some other Asean countries. Certain problems inhibiting the growth of 

broiler industry still cannot be solved. These problems are relating 

to production and marketing which will be described later 

following chapters ·-

8.1 Production Problems 

in the 

Production problem seems to be a permanent problem for Thai poultry 

industry which may be further affected export growth in the future :

e.g. absence of country self-sufficient of grand parents and parent 

stock and high production cost. 
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8.1.1 Absence of self-sufficient in breed stock 

The country depends on import both Grand Parent (G.P.) and Parent 

Stock (P.S.) for broiler production. This causes a part of huge trade 

deficit or loss of national income. Hence, the government should 

encourage private sector to engage in grand parent and parent stock 

breeding in the country. If G.P. and P.S. stock production is promoted ' 

in the country, it is expected that at least, a number of breeds 

imported in the level of parent stock in the future should be reduced 

or slightly increase in the lower rate compared to the past. 

8.1.2 High production cost 

- High raw material cost 

Firstly, One main reason that causes high cost of raw material is a 

series of reduction of crop planting area in the country which mostly 

faced by severe drought. The problem can further accelerate more 

inflow of :raw material imports by the industry. Secondly current tax 

surcharge adjustment made by the Ministry of Commerce has been 

increased from 0.6% to 63 for maize and an increased import surcharge 

on fishmeal from 886 to 1,786 baht per metric ton. The two import 

products may cause the high price of animal feed in the future. 

Few possible solutions to solve a high cc~t o; r,1w material are 

firstly, Thai goYernment should promote more production of soybean and 

maize in sufficient amount for feed industry by improving production 

yield. Secondly, the government should reduce Hie import duty en raw 

feed natcrials cspec'.ial ly oo maize, soybeun r';c,;d ar:d fishmeal in order 

to reduce production cost. 
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- Veterinary supplies 

Eventhough broiler farm management has been much developed for 

years, some diseases still exist in broiler farm, notably in rainy 

season. The problem has caused lots of production loss due to lower 

growth rate and higher mortality rate 0f animal. Also, most of 

veterinary supplies for broiler production needed to be imported, thus 

causing loss of national income and higher production cost. 

Regard to veterinary· supplies and services, effective vaccination 

including a knowledge of medical care for disease should be more 

concentrated by the farmers through government support. To solve 

portion of high production cost, the government should reduce or lift 

current import duty (303) on veterinary supplies. Condideration to 

readjust certain ruies and regulations will help to promote the growth 

of broiler industry. 

8.1.3 Weather condition 

The country is located in the tropical region with a long high 

temperature period. It was indicated that most of broiler raisers 

suffer with a high mortality rate caused by hot weather, especially in 

summer (March-April). Weather problem in raising pen has been solved 

by reducing batch density, providing water spray and skip feeding in 

the afternoon. However. hot season, cau,ses animal consuming feed 

intake less thEi.n other seasons. Thus, a necessary research aiming to 

produce the most economic and effective feeding formula that optimally 

combine nutritional and environmental factors for selected breeds of 

poultry should be promoted. 
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It cun be concll;derl that i:r;1;:0vements in breeds of L: :·,~s (;,.ore heat 

tolerance breed) and a study to increase nutrient density or diet 

concentrations, especially energy, crude protein will help to improve 

the efficiency-of poultry production in tropical areas. 

8.2 ·Marketing problems 

8.2.1 Domestic 

Most of broiler raisers are contracted by full integra~ed companies 

providing all necessary supplies and services needed in broiler 

production. There are substantial number of independent farmers with 

out bargaining power to determine or negotiate product prices with 

buyer. It can be observe that broiler market in the country is 

definitely controlled by the contract buyers. Such market condition 

made difficulties for independent raisers and government agencies to 

control product prices. 

Considering to price level of finished poultry on part of raisers, 

production demand is affected by product price which further depends 

on market demand both domestic and export. Price level also has been 

occasionally influent by investment and operation cost of feed 

manufactures. If an excellent price of product sold appears in any 

period (more profit margin) it will automatic accelerate rate of the 

production. However, if the production exceed demand, total volume of 

production itself will face a negative feedback, effect of low price, 

thus forcing the price to fall downward. 
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This phenomena occurs as a repeated cycle in the industry, whenever 

the supply is over demand.Price of broiler product is usually 

fluctuated (Table No. 11) in a year-round due to a short cycle of 

broiler production (approximately 45 days). Generally, price of 

broilers will rise above normal rate at the beginning of January to 

March, when many festivals taking place. At the end of March through 

April, price will be decreased due to the weather turning to hot 

season. Farmers will try to sell their product as fast as possible 

since they fear loss of profit. 

However, prices of broilers during first 6 months in 1992 appeared 

steadily which is different from such normal phenomena mentioned 

earlier. However, price fluctuation is also depended on .a number of 

other factors. For examples, the short supply of other forms of meat 

(shortage supply of pork during Feb to May 92) and less export 

situation can affect the amount of demand which will in turn affect 

broiler price. 

Price fluctuation of finished broiler often causes a high production 

risk for raisers, especially in small-scale farms. Therefore, the 

government should encourage raisers to be organized in group in order 

to increase their bargaining power and to reduce the cost per unit of 

production. The farmers themselves should pay more attention on co

operative farming system having a large operation through financial 

support of agrjcultural financiai institution. Such grou.p participa

tion will eventually reduce production risk uncler situatfon of price 

fluctuated. 
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8.2.2 Export 

/...n important export outlet for Thai poultry is Japan, as it accounts 

for nearly 90 % of all poultry exports overseas. Japan is likely to 

be a monopolistic market affecting broiler meat production as well as 

domestic price in the country. This is a disadvantage for the future 

market of the industry. Regardless of high production cost and higher 

import duty applied by Japan government. Thailand ls offering a higher 

price of product to Japan market. 

Since most of Thai chicken exported is in boneless form with high 

import duty whereas the products from other competing countries are in 

whole carcass or cut up with bone with less import 

the import duty faced by Thai chicken is higher 

duty, therefore, 

than others. Thai 

higher production cost is due to higher feeding cost in the country as 

mentioned previously, the problem has lead to higher price of product· 

import into Japan when compared with products from People Republic of 

China and Brazil. 

Consider to Middle East market, the problems of high transportation 

cost and a lack of vessel service are waiting to be solved. Meanwhile 

the European Community (EC) market has adopted the limitation of 

sluice gate price or import control price and normal levy. This import 

regulation has affected the price of Thai chicken meat to be less 

competitive and higher than EC price. Besides, an additional charge of 

levy will be applied if the exporters from abroad offer the price 

lower than a standard price. All these regulations are disadvantages 

for Thai exporters to penetrate into EC market with cheaper products. 
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It is clearly indicated that export problems of Thai chicken meat are 

mainly caused by an international trading policy and growing of 

protectionism of each import country. Price of exported product seems 

to be the most important criteria for trading determination. Therefore, 

the government policy is considered to be a final impact on this 

problem. It is recommended that a direct contact or formal policy 

discussion between the government of each trading partner will be the 

best way to reduce the problem. A private sector itself has realized 

and organized the Association of Broiler Producer for Export to corpo

rate and control the proper price. 

9.00NCLUSIONS AND RECOMMENDATIONS 

Private sector has played an important role of poultry industry 

development for three decades. The result of development has been a 

certain degree of success in :- productivity, meat quality improvement, 

modern method of processing and attractive packaging. However, private 

sector should pay more attention on higher productivity in order to 

reduce production cost. Breeding selection and feeding formula 

adjustment required in hot season are in front line for further 

research and development. 

Role of goverment sector should be upgraded and readjusted to take 

wider active role. Consideration should be made in all necessary areas 

such as the government should undertake action to promote contract 

farming in the areas of population with less income with integrated 

business companies. The promotion includes expansion of internatione.l 

market for frozen chicken, which will help utilize the industry's 

surplus capacity and minimize the internal price fluctuation. 
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With regards to the improvement of chicken business, the government, 

should promote public awareness about the prcper format of contract 

farming and market contract. This will create fairness to all parties. 

To prevent any monopolistic operation by the private sector and to 

promote free business competition. 

The regulations imposed by Thai government such as import surcharge of 

raw materials, export quotation of grains, quality control of 

processed meat products and promotion of crop planting for raw feed 

materials are also needed to be reviewed. As the major concerns 

affecting the poultry industry in the future. The Commerce Ministry's 

policies should involve directly to adjust appropriate measures in 

order to encourage more export of poultry meat. 

Also, an arrangement of proper co-ordination among the governments and 

private sectors concerned in poultry products urgent action needed to 

serve industry interests must be stressed to solve the existing 

problems. If the government plays an active role in this activity, it 

is foreseeable that the future contribution of poultry industry in the 

economic view of Thailand will be greater in few years ahead. 

The country is clearly on the threshold of becoming more agro-industry 

oriented country in Asia with high potential for continuous growth in 

export. This should provide excellent opportunities for food 

investment in the years ahead. In view of poultry industry. chicken 

consumption appears to be ahead of other sub-sectors of livestocks. 

If bright outlook of chickent meat industry is expected in future, 

certain constraints and problems needed to be resolved as follows :-
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1. Thai poultry industry is in absence of G.P. and P.S. breed 

promotion and development, the government should work out the 

durable solution through cooperation with private sector for country 

self-sufficient on breed stock. 

2. Country export of chicken meat depends largly on Japan market. 

Effort to expand market into other high potential targets such as 

Canada, Australia and the Middle East should be promoted. 

3. In the area of productive efficiency, rate of high mortality must 

be reduce to lowest level through continuous 

development. 

research and 

4. Government should adopt policies and regulations to establish fund 

to promote breed stock production and to enlarge growing area of 

feed crop. Established fund can be managed by deduction a small 

part of each amount of surcharge recieved from grain import. 

5. New product deveiopment made of chicken meat in other forms 

together with overseas 

performed. 

market penetration effort should be 

6. Seeking cooperation amoung ASEAN member countries in related fields 

concerning group bargaining. 
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Table I Value Added, Growths and Shares of Chicken Meat 1987-1990 

Unit million baht 

1987 1988 1989 1990 * 

(1) QROSS DOMESTIC PRODUCT 1,253,147 1,506,977 1,775,978 2,05l,208 

Real Growt.h Rate (") 4.9 9.5 13.2 12.0 

(2) LIVESTOCK 22,448 24,623 28,582 32.006 

Real Growth Rate (") 5.8 5.9 8.9 7.5 

( '.)) CHA CKEN MEA 1' 14,823 15,125 18,875 17,636 

Real Growth Rate (") -11.1 1.8 20.8 -11.6 

(4) SHARE.OF LIVESTOCK , (") 66.03 61.43 66.04 55 .10 

(S) SHARE OF GDP,(") 1.18 1. 00 1.06 0.90 

:>urce National Income of Thailand, NESDB, Office of Prime Minister. 

ote * = Estimated value 

.. 
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Table 2 Volume and Value of Thai Frozen Chicken Meat Exported 1973-1991. 

Year Volume Changing rate Value Changing rate 

Tons Mi 11 ion baht % 

1973 135.4 5.3 
1974 337.4 149.2 14.4 171. 7 

1975 372.5 10.4 8.9 -38.2 

1976 2,210.8 493.5 65.3 633.7 

1977 4,254.5 92.4 157.5 141.2 

1978 9,286.5 118.3 33.7 111.9 

1979 14,158.2 52.5 516.9 54.9 

1980 18,503.1 30.7 656.2 26.9 

1981 26,768.9 44.7 1,186.6 80.8 

1982 33,216.5 24.1 1, 130.0 -4.8 

1983 22,925.9 -31.0 946.3 -16.3 

1984 34,216.7 49.2 1,419.7 50.0 

1985 37,840.3 10.6 1,468 .1 3.4 

1986 64,796.0 71.2 3,121.3 112.6 

1987 81, 971.0 26.5 4,023.0 28.9 
1988 96,263.0 17.4 4, 901.1 21.8 

1989 109 ' 615 . 9,. 13.9 5,068.7 3.4 

1990 138,968.0 26.8 7 ,591.1 49.8 

1991 164,153.0 18 .1 8,946.3 17.9 

Source Customs Department 
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; J '·:olut<'. cmd Vali:e c,f Eggs Exported from Thuilaml 19:::0-1990 

--------·~, - Duck Eggs Hen Eggs 

n I 1,000 baht Ton 

I 246 3,324 i 464 I 
120 2,586 I 1,978 

5 112 1,699 

Year r-
1 ______ __j ___ To 
I I 

\,, 1' 1980 
\ ; 

1981 

1982 

24 537 974 

234 4,529 7,545 

116 2,691 8,038 

116 2,361 7,381 

Source Agricultural Statistics of Thailand, 
Office of Agricultural Economics. 

1,000 baht 

8,668 

43,790 

37,098 

23,008 

143,359 

174,662 

141,299 

Total Value I 
(I, ODO baht) I 

i 

11, 992 i 
I 

I 
46,376 I 

I 
37,210 

I 23,545 

I 147,888 I 

I 
177,353 I 143,660 
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Table 4 Thailand's Major Exports 1991-1992 

Unit : million baht 

1991 1992 1991 

Value Share Jan-Mar Jan-Mar 

!.Garments 86,690.6 12.0 19,584.5 18,005.2 8.8 

2.Computer and parts 46,570.4 6.4 11,761.3 12,083.S -2.? 

3.Gems and jewelry 35,653.9 4.9 8,323.1 7,962.4 4.5 

4.Rice 30,513.5 4.2 9,699.9 7,578.l 28.0 

S.Frozen prawns 26,629.7 3.7 6,104.8 5,814.2 5.0 

6.Integrated circuits 25,780.1 3.6 5,846.1 5,900.0 -0.9 

7.Canned seafood 25,656.4 3.5 5,345.5 5,870.4 -8.9 

8.Tapioca products 24,902.6 3.4 6,722.7 6,061.7 10.9 

9.Rubber 24,630.6 3.4 7, 191.8 6,970.7 3.2 

10.Footwear and parts 23,805.0 3.3 6,685.8 6, 126.9 9. l 

11. Fa.bric,;; 15,382.9 2 .1 3,&02.4 3,005.7 26.5 

12.Sugar 14,721.5 2.0 5,916.4 7,015.l -15.7 

13.Video and sound 14,215.l 2.0 3,308.9 3,823.0 -13.4 

recorder-players and parts 

14.Radio, television and parts l4,060.2 1.9 3, 761.6 2,904.0 29 • .S 

IS.Plastic products 10,665.6 1. 5 3,019. l 2,193.2 37.7 

16.Frozcn. fo'<11 10,275.7 1.4 3 ,281. 8 2,204.3 48.9 

17.Furniturc and parts 10,162.3 1.4 2,564.l 2,264.7 13.2 

18.Toys 7,802.2 1. l 1,714.7 1,210.0 41. 7 

19.Timepieces and parts 7,573.3 I. 0 1,946.8 1,413.9 37.7 

20.Canned pineapple 7,243.6 1.0 2,569.0 1,718.0 49.5 

21. Others 261,798.2 36.2 69,764.3 56,039.0 24.5 

~----·-----------------------------------·--------------------------------------------------------

Sou:rce Business Economics Department 

and Customs Department 

724,'193.4 HHLO 188,914.6 166,164.0 13.7 
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Year 

1987 

1988 

1939 

1990 

1991 

Average 
Increasing 

Source : 

Grand Parents 

(G.P~ 

133,002 

191,056 
179,458 

269,374 

259, 174 

16.78 % 

Department of Livestock 

35 

1987-1991. 

Unit : head 

Parent Stock Total 
(P. S) 

1,170,101 1,303,103 

2,006,705 2,197,761 

1, 720, 159 1,898,617 

1,455,925 1,692,299 

1,522,349 1,781,523 

1.78 % 3.96 3 

BEST AVAILABLE COPY 
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Table 6 Chicken Production and Consumption in 
Thailand : 1986-1992 

Production Consumption 
Year 

(Mil 1 ion Head) (Mil 1 ion Head) Portion 

1986 499.280 383.780 76.87 

1987 416.305 300.037 72.07 

1988 458.058 284.094 62.02 
I 

1989 551. 646 l 354.735 64.30 
1990 488.486 245.575 50.27 
1991 568.091 272.036 47.88 

I 

1992* 720.000 I 416.428 57.84 
\ I 

Source Office of Agricultural Economics 

Note * Estimated number 

\~ .···. J:, ·.: ..... 

(%) 

I 
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Table 7 Animal Feed Production 1983 - 1989 

Unit million ton 

Year Production Total Growth rate Production/ No. of 
capacity Production (%) Capacity (3) Mills 

1983 2.80 1.523 -5.4 54.4 34 

1984 2.80 1.826 19.9 65.2 34 

1985 3.32 1.992 9.1 60 41 
, 

1986 3.22 1.906 -4.3 59.2 39 

1987 3.34 2.187 14.7 65.5 40 

1988 3.93 2.500 l 14.3 53.5 

I 

45 

1989 4.00 2.822 i 12.4 70.6 45 
i . J 

Source Calculated from Formulae of Feed Mill Association of Thailand 

~sl 
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Table 8 Modern Slaughterhouse for Chicken Processing 
in Thailand 

! Capacity l Manufactures 
Head/day Weight(kg/day) 

1. Saha Farm ! 120,000 216,000 

2. C.P. Minburi 80,000 144,000 
.... C.P . Bangna 50,000 90,000 .) . 
4. C.P. Sara-buri 120,000 216,000 

L 

5. G.F.P.T. I 100,000 180,000 

6. Srithai Livestock 70,000 126,000 

7. Gen taco I 80,000 144,000 

8. Better Food I 60,000 108,000 

I 
\ 

9. Laem Thong Sahakarn 
) 

60,000 108,000 i 
110. T.J. Food ' 75,000 135 ,000 l 

I 
11. Sal valley ! 40,000 72,000 

j 12. Union Poultry I 25,000 45,000 ! 

1 u. Golden Poultry f 20,000 36,000 i 
I ! 
I 

l ~ Total 900,000 I 1,620,000 

I I I Average i 69,231 124,615 
I 

Source A Devision of Public Health Veterinarian, 
Department of Livestock 

I 



Age 

I (weeks) 

6 

7 

8 

9 
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A Development of Arbor Acers Performance 

1981 and 1991 

1981 I 1991 

Weight FCR Weight 
(kg) (kg) 

1.35 1.82 1.98 
I. 73 1.95 

I 
2.45 

2.11 2.09 2.91 

2.28 2.28 I 3.35 

I 

FCR 

1. 74 

1. 91 
2.06 ' 

2.18 
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: Invested Budget for Broiler Farm. Comparing Between 
Opened & Closed Pens in 1990 

Unit : 1,000 baht 

Details 

· 1. Land 

2. Chicken Pen 

3. Residentail House 

! 4. Infection Guard 

f!) 5. Cafeteria 
6. Security Unit 
7. Warehouse 

I
. 8. Office 

9. Utility System 

Closed (Evap) 

(225 rais) 7,125 

(25 unit) 40,725 

857 
111 

243 
410 

300 

358 

8,692 

8,085 

77 

Opened 

(400 rais) 

(40 unit) 

14,406 

29,226 
1,100 

367 Ii 

301 

1,381 i 

279 I 
399 i 

9,542 ! 
7,076 i 

357 I 
I 

\10. Machinery & Equipment 
j11. Decoration Equipment 
112. Vechicle 647 1 155 ! 
I i i 

\ Total cost in 1990 I 67,630 64,589~ 
',r---- ----+-----------t------~-----<j 
i ' i 

L
' Total cost in 1991 * I 74,393 71,048 • 

_i __ 

!Farm establishment cost (l,000 baht)\ 
)capacity I Farm (heads) ! 
!Average cost (except land) 
I ;Average total cost 
i 

60,505 

500,000 

121 
135 

Note * Estimated number calculated from 103 increasing rate 

50' 183 
400,000 

125 

161 
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Table 11 Broiler Price at Farmgate 1987-1992 

Unit baht/kg 

Month 1987 1988 1989 1990 1991 1992 

- 1------ '----- ,_ ___ L----

January 19.96 17.89 19.92 121.11 22.56 22.38 

February 18.37 19.40 20.38 22.92 22.48 22.19 

March 15.55 19.73 21. 72 23.35 22.33 22.14 

April 15.33 17.64 21.17 21.20 20.45 22.91 
May 17.43 19.80 21.51 22.97 21.15 22.94 

June 20.11 20.96 22.82 23.24 25.00 -
July 21.41 22.77 23.20 21. 97 26.50 -
August 22.30 21. 78 24.23 23.21 26.30 -
September 23.17 23.30 20.53 23.32 25.50 -
October 23.01 20.42 19.84 22.06 26.50 -
November 0.00 14.58 119.38 21.03 125.21 -

I December 0.00 15.47 119.34 I 21. 33 122.09 -

Average/yearl19.66 ! 19 . 48 121. 1 7 22.31 23.95 22.51 
L__ __ 

~ 

Source Office of Agricultural Economics, 

Ministry of .'\griculture and Co-operatives 
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Figure 1 Relationships of Poultry Industry and Other Related Jndustric. 
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Affili0te A~.soci<.!tions of Poultry Incustry under the 

Federation of Thai Indiistries 

-t:l 
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AEll. = ASEAN Economic Minister~ 
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CC! = Chamber of Comrce l indust~y 

CKA = C2nadian Kanuiacturers' Association 

CtiA!C =Chinese National Association oi industry ar..d Comi~t 
COf!olE = Conittee on lnriustry, Kinerals & Energy 

COFAB = Cmittee en Finance & Banking 
mm = Committee arr Food, Agmuiture & ror.:stry 
CO!AC = CoEmittee on Transportation & Couur.icatior. 
COTT = Conittee or. Trade & Tounsm 

~Di = Federation if iler:ish lnc;;stries 
~ci ferierat;on cf G.:r~an :~a~Hiies 

FKi federal.in of Korean !:uii:~'.•! 

JSCCIB =joint Stmiing Cmitw er. Comrce, i~du~'.:> ~~'.'. r:n 
WGFAf = inkin~ Gm~ cc 0~~c. ~.~ :~it'lit l Forts:;-, 
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FIGURE 3 STRUCTURE OF POULTRY RAISING 
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Figure -4 : Marketing Channels of Broilers (Contract Market) 
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Figure 5 Marketing Channels of Indeper.dent Broilers Raisers 

______ S_3_J GROWN 

I CHICKEN 

c::OLESALE DEALERS ] - · " 

" 
RFTAILERS 

INDEPENDENT 
BOILERRAISERS 

~ 

SUPPLIES 

., 
GROWN 

CHICKEN 

63 

253 

'----~-------

643 

- GROWN 

CHICKEN 

COMPANY'S 

... 

AGENTS BANGKOK 

(Both integrated MERCHANTS 

and non-integrated) 

..,,.. ,, 
~-----------·-·-·-----------' 

LOCAL 
MERCHANTS 

... < 

CONSUlvfrJ{ 

~ BANGKOK~, r-=ILE;i 
1-I -----.,; SLSUFHTER HOUSE r-- ... ~GKOK j 

~ 
~ 



l'
q-

Figure 6 : Frozen Chicken Exported from Thailand - ---
by Portion : 1990 and 1991 
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