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Section I

INTRODUCTION

Rice is a necessity, a staple and a luxury for many of the world's
people. The Philippines is one of those places, The consumption of
rice remains high through changes in the availability of supplies and
purchasing power. Needless to add, rice is also good (and bad) politics
in this kind of an enviromment. Self-sufficiency in rice has been a
political rallying cry since the beginning of the republic. It can be grown
vear round and it can be laid low year round by a fractious series of
typhoons and floods and stunted and killed din its bed by protracted
droughts. Crops can fail in one province and be in abundance in another,
and a neighboring one at that.

Given its lmportance in the nation's diet and its significance to the
nation's politics, it is no small wonder that a series of campaigns have
been launched to achileve self-sufficiency im rice productiom for a
country with other urgent requirements for 1its foreign exchange resources.

And the latest of these efforts to increase production is Masagana
99 — a bountiful harvest of 99 cavans per hectare. It is easy to write of
this program and use supeflatives. It is difficult to write and use
precise statistical data. Another paradox, the data is so good that one
suspects how error-prone it is, Operational problems abound. The
managers of the program are the first to tell you what the problems are
and what they are trying to do about them - or what efforts they have
tried up to now which have not yet resolved the problem.

The scope of this evaluation study was te establish the validity of
the Masagana 99 approach to increasing rice production with special-
emphasis on the original nine emergency rehabilitation provinces. Were
the effects of the flood in 1972 and drought of 1972~-1973 alleviated?

Other items to be clarified included the efficacy of the overall delivery



delivery system, the effect on the farmer and the effect om the rural
credit system. Was the program sufficiently useful to encourage the
farmers and the banks te¢ continue with it?

The evaluation team was organized to include a senior evaluator from
American Technical Assistance Corporation, assisted by an agricultural
economist consultant, a USAID agricultural credit specialist, and three
evaluators from the staff of the Agricultural Program Evaluation Service
of the National Food and Agriculture Council (NFAC).

Based upon interviews in AID/Washington, USATD and NFAC, the task was
focused on several areas: the delivery system as a whole; the credit
system; the farmer; and, national production implications, A compendium
of current and relevant research was developed, materials accumulated,
reviewed and analysed and interviews scheduled. Interviews were
conducted with some fifteen departments or agencies having an interest
in rice production.

National Food and Agriculture Council (NFAC)
Department of Agriculture (DA) -

Bureau of Agricultural Economics (BAECON)

Bureau of Plant Industry (BPI)

Bureau of Agricultural Extension (BAE)

National Grains Authority (NGA)

Philippine National Bank (PNB)

Central Bank - Department of Rural Banks (CB-DRB)
Department of Local Government and Community Development (DLGCD)
Department of Agrarian Reform (DAR) .

University of the Philippines at Los Bamos (UPLB)
Institute of Philippine Culture (IPC)

Internaticonal Rice Research Institute (IRRI)
International Institute for Rural Recomstruction (IIRR)

In addition, Municipal Action Teams, Provincial Action Committees,
Mayors, Governors, Production Technicians, farmers, Rural Bank Managers,
Philippine Natienal Bank branches, dealers and suppliers of fertilizer,
appliances, farm equipment, grain buyers and millers were all visited
and interviewed.

Special emphasis was given to scheduling interviews with farmers,
production technicians and rural bankers located at random. Three of the
. original nine rehabilitation provinces were selected for intensive review:

Pampanga, Pangasinan, and Nueva Ecija. Briefer visits were made in

-

o

- - - _
] *
A

- .-

‘_

)

- W ex N e

-

. Wl



R SN B MU Ol SM SN B ey o

3

A

-

- -

[}

Bulacan, Laguna, Tarlac, Zambales, and Bataan. Simple check lists were
developed to guide the interviewers as the team split into three groups
of two each to spread coverage and assure representative and comparable
data collection. (See Appendix #5)

The report includes a summary and recommendations, major sections
devoted to the delivery gystem, the credit system, the farmer, and comments
on Pampanga, Panagasinan and Nueva Ecija. '

One of the values of the undertaking will have been the discussions
between the managers of the program and the study group, ventilating
issues and approaches being developed to deal with those issues. A full
frank exchange of information occurred in contexts not amenable to the
written report form. This is the written record,summing up inéerviews,
research and policy discussions for use of those concerned with the

continued operation of the program.

"
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SUMMARY

Masagana 99 is achieving its goals, The initial programs accomplished
the two purposes set for them: alleviate the situation caused by flood
and drought; and, increase production of palay (rough rice). The first
programs were financed.by AID in the emergency flood rehabilitation
program. The long range goal of producing 99 cavans of palay per
hectare is still in the future, but the increases reported are significant.

The delivery system set up to accomplish this is working quite well.
Many of the early problems have been overcome or diminished. These included
fertilizer distribution, shortages of quality high yielding variety seeds
(H&Vs), reluctance of rural banks to participate, slow release of funds,
inadequate information system, and shortages of production technologists
to advise and assist the farmers. Fertilizer supplies are generally
satisfactory now {although its price is not). Quality HYV seeds are
apparently available and being distributed more equitably. Credit is
flowing with an increasing number of rural banks actively participating.
The price support system is working. And, the farmers purchasing powe%
is greatly improved over a few years ago before the start-up of the
program. .

It would be inaccurate to attribute all of the foregoing to just the
Masagana 99 program. There are a number of dynamic forces dinteracting
in the rural Philippines. These include: the real progress of the
agrarian reform program in transferring share tenants to amortising
owners or into leaseholders, the addition and improvement of gravity and
pump irrigation systems, the repair and building of new farm to market

roads, the maintenance of peace and order and the continuing strong
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demand for rice and corn buttressed by increased commodity flcor prices.

In addition, the development of improved high yielding varieties (HYVs) of
rice seed and the technology required to produce them were available at

this time. None of this detracts from. the significance of the contribution
of Masagana 99 in developing a program which packaged the inputs: HYV

seeds, fertilizer, agrichemicals, technology and credit, and delivered

them! None of the foregoing could have been effective alone. The

provision of non-collateral credit must be accorded special significance

as the fuel which permitted this complex apparatus to operate and accelerate.

The Management Information System (MIS) being developed to monitor
and guide this national effort is in place and being improved. An
evaluation capability is being developed within the National Food and
Agriculture Council,

The farmers (and the banks) say they need still more production
techneologists (PTs) in the field. The number of farmers per PT is still
running 150 to more than 250 per technician in the wet season and 40-75
or more during the dry season. There is little question of thé'need for
more of them and continuous training to update and Improve their skills.

Fertilizer allocations and subsidies tend to lead to anomalies.
These have been rumored and are now being surfaced in the press and in
a number of cases being readied for prosecution in the court system.
Given the magnitudes of the program, those cases brought to light thus
far do not yet seem extreme, however, none can be officially tolerated
and efforts are maintained to minimize and eliminate such-anomalies.

A resumption of the role played by the audit f£irm of Sycip, Gorres and
Velayo (SGV) to assist in the development of program auditor capabilities
in NFAC is needed. The continuation project, Small Farmer Income and
Production may be helpful 4in this task. TFarmers making double
applications for loans are being droﬁped from the program thrcough
Municipal Action Team coordination with Barrio Captains.

The problem of accurate data is.still very much with the program.
the Management Information System (MIS) is in place and improving.
However, the Philippines is still some way off from having accurate,
reliable information at hand about a croﬁ that bulks so large in its

economy and its national psyche. The improvement and development of



the MIS with a cross-check from a continuing national sample using crop-
cutting techniques will eliminate some of the uncertainties that have
contributed to problems of the past -surrounding the hoarding aqd_ipportation
of rice. The Bureau of Agricultural Economics will start the crop cutting
sampling system in March 1975. .

The credit system has responded well to -the needs of the program.
Whereas at first some Rural Banks were reluctant teo venture into the
uncharted waters of providing farmers non-secured loans for production
credit, they now sound generally pleased with the effort. Of course,
most meintain an official posture that the business is not really
profitable and that they are in it and remain in it for the national - -
interest. However, it is difficult to believe that these profit
motivated business people are significantly different from others and that
the ever-increasing volume of these kinds of loans which now range from
as little as 47 to 75% of their total business is unprofitable., If one:
can read responses, the 38 rural bankers interviewed appeared on the
average quite interested in this business. The presence of numbers of
farmers sitting at ease in each of the banks visited, and the way they
were being dealt with by the bank staffs, would suggest that this was
not unwelcome business. The concern of the banks for territorial advantage
and complaints about Incursions would also suggest the possibility of profit.
Perhaps the rural bankers are really saying that there is more profit in
other lines of credit than in Masagana 99 loaﬁs. Or are they more
interested in business opportunities outside of loans, e.g., input
supply and marketing which the loans lead to. The Philippine National

Bank's role as a government bank is different but again, the volume of

business has continued to grow at a rapid rate. (See Appendix No. 6, 2 and 10).

Repayments for the Rural Banks and PNB branches have been excellent
for the first programs. The typhoons in 1ate.1974 have hurt repayment for
Phase ITI and there is a reported slackening of. effort on collections.
Restructuring (refinancing) was being provided .in many cases when
typhoon or other force majeur factors were the cause. Farmers expressed
real concern about the need to keep their good credit standing with the

banks for fear they would be forced back to conventional moneylenders
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with high rates of interest. Rural bankers have expressed preference

for farmers to pay directly, rather than to the Production Technician (PT).
A few cases of robbery have caused Pjs to go more slowly in collecting
loans., PTs are now being bonded and this may help resolve the current
slowdown in repayments beyond those caused by calamities.

The Filipino farmer is a marginally economic man. He is more concerned
with the aversion of risk than the maximizing of returns through risk
taking. With non-collateral low interest funds avajilable, he has begun
to take the risks associated with a shift to modern rice production
technology at a rapid rate. New seed varieties have been tried and
adopted. Application of high cost fertilizers and agri—éhemicals have been
acceptad. The results have been gratifying to the farmer and to the
Philippine Government. A casual observer of the barrio scene cannot
fail to be impressed with the changes in recent years. Statistics are
meagre, but from the few studies available, there is a reported upsurge
of buying power in the barrio.l/ This is supported by visual
observation and visits to appliance and equipment dealers in the provinces.
Farmers are buying radios, TV sets, electric fans, stoves and refrigerators
as well as hand tractors and irrigation pumps. The total volume is
unknowvn, but the indications abound that the farmer has money and is
spending it. He is also spending for home improvements, new roofs and
furniture and even foam rubber mattresses! One appliance dealer reported
that whereas no farmers came Into her store a4 few years ago, three out
of ten sales are now being made to farmers. The rural bankers report
(with some evidence of satisfaction), 'See, farmers are in our banks noW."
So, in addition to an apparent economic change occurring in the bharrio,
there is social change, the farmer is becoming more Important in his owmn
eyes, venturing into places he previously felt he could not, and finding

himsélf‘accepted. The implications of this are worthy of further notice.

1/

='Mr. R, Laforteza and T. M. Reyes "How Some Rice Farmers Used Their
Increased Incomes", Sept. 1974. Special Studies Division of the
Department of Agriculture. -
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The several forces impinging upon the Filipino farmer have

brought changes which will not be readily or easily reversed. M99

4

and'agrarian reform will be sustained or there are likely to be
unpleasant repercussions. To conclude, production of palay is increasing.
A most complex organization involving cooperative interactions between
more than a dozen agencies is working to assist the farmer to increase
production., Problems of this cox‘nplex organizational effort are
recognized at all levels, And, the farmer's income is visibly increasing!

He is using this program to help minimize risk and is becoming an economic

man.

The following information encapsulates the emergency program for the

nine rehab provinces (statistics are from the MIS reports except as noted.)

OPAL '73 MASAGNA 99 I
Average Loan ¥742 71,082
Average Ha/Farmer 1.97 1.76 N
Average Loan/Ha $377 P615 l
Previous Average Per Ha Yield 51% cavans S51%*
New Average Per Ha Yield 60 cavans 74
Incremental Average Per Ha Yield 9 23
Support Price/Cavan P25 . ¥30 l
Average Incremental Tncome Per Ha ¥225 7690
Average Incremental Income Per Farmer P443 - ¥1,214

The recommendations that follow were generated during interviews

-

with responsible officials of the Philippine Government. During the
early discussions and the closing sessions with NFAC, these ideas were
well ventilated. As set forth here, they represent the writer's views
and are primarily concerned with the GOP role. Matters concerning

the continuing role of AID support are specifically identified.

* Estimate by MFAC Rice Division.

#% For want of better data, the previous yield is assumed to be the
same as that prior to OPAL '73.

'
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MASAGANA 99 TOTAL COUNTRY PROGRAM
(As of December 31, 1974)%*

"

- by e N

I* Phase I Phase IT Phase TIT Phase IV
(May - {Nov '73 (May (Nov '74
Oct '74) Apr '74) Oct '74) - Apr '75)
E Loans Granted (PM) 370.1 231.3 694.6 124.1
l Area Financed (ha.) 640,933 366,937 827,932 146,102
- Farmers Served (No.) 406,509 236,236 533,651 75,894
Average Loan/Ha (P) 577.32 630.45 838.97 849.41
Average Loan Borrower (P) 910.33 979.25 1.301.62 1.633.24
% Collections 84 83 17 -—
Average Production/Ha. 1/ 76 74 79 ——
NOTES: a) Phases I and III are main season crops;

b) Phases II and IV are smaller dry season crops;
c) Phase III is still beéing harvested in many areas;

d) Phase IV is still being planted in many areas.

e) Data on Phases IIT and IV are incomplete in that they incor-
porate only those from the PNB and the rurxal banks and do not
include corresponding data from the Agriecultural Credit Adminis-
tration which is still not available.

£f) The average yields realized in the Masagana 99 compares with
an average of 64 cavans per hectare in the same areas prior
to the start of the Masagana 99 program.

m

g) The national average yield is 45 cavans per hectare. The
Masagana 99 program covers roughly one—-third of the total
area planted to rice.

»

% Philippine National Bank Report, January 20, 1975.
1/ From MIS Reports.


http:1.633.24
http:1.301.62

ISSUES AND RECOMMENDATIONS

The continuance of the program is not at issue. Several of the

issues and recommendations which follow are of major importance and are

cited here for emphasis:

(1

(2)

*Repayments - collections (# 3);

‘#*Production technician training # 9;
#*Interest Rates (# 4):

tFertilizer subsidies (# 6).

Does the Masagana 99 system have the capability. to continue and
reach its goal of 99 cavans per hectare?

With support, the system can continue. It is working well,
has developed a capacity for analyzing and resolving its

own problems as they occur and calling for outside assistance
as needed. Certain components need strengthening and are
being readied for additional assistance.

Recommendation: GOP and USAID continue and support the

Masagana 99 program with particular
emphasis on high repayment rates for

M99 loans and continued development of

the agricultural technologists capabilities.

Is the provision of non-collateral supervised credit necessary?

There is no question of the essentiality of the continuance

of this service. There is a need to determine cost/benefit

. to farmers, actual use of loans, clear picture of recipients,

program viability; e.g,, why banks participated, benefits

to banks, credit subsidy, ete.

10
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Recommendation; 1. Continue this program indefinitely as a
regular function of the rural banks, the
Philippine National Bank and the Agricultural
Credit Administration.

-

2. Provide an alternative to "selda" system for

farmers who have established good credit

.

rating ~ they should be able to deal directly
with banks.

bt

Research studies of the credit system and its

uses should be initiated.

% (3) ‘Why were repayments high in the first phases of the program but
falling rapidly into arrears now?

The enthusiasm of the early phases of the program had all persons
concernaed focusing on all of its functions including the
collection of loans. The M99 Phase III crop season experiemnced

a series of severe typhoons which set collections back. Along
with this, PTs had experienced hold-ups and were required to
stand good for the lost amounts by the banks. The Land Bank
gruarantee system is ﬁnprbving but is still far short of timely
and complete service.

Recommendation: a. Proceed to bond all PTs if they will be

involved in collections;
b. Reinvigorate national media campaign on

collections and utilize all help to

effect.repayments;

Reduce collection workload of PTs by

e

"ograduating" farmers to deal directly

with banks;

.
o

Revise the PTs incentive pay system to

reduce the monthly fee of one peso by

R

one-half and paying it on collection of

the farmers loan:

& 11
! ' - -
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* (4)

(5)

*
l ¥ II ‘.I

e, An additional incentive could be given to

the PTs if the loan is padd at maturity

with a decrease in the increment over the
next few months if he does not pay;

f. Establish procedures and regulations for
restructure of loans where crops are
damaged or destroyed; and,

g. Expedite handling of bank claims for
Land Bank guarantees.

Can present interest rates sustain program?

Current interest rate of 1% per month is a bargain - is it
enough to continue support of the program? Other interest rates
for farm production range from 30 to 300%. Masagana 99 rates are
only 1% per month plus 1% service charge or an effective 13% per
year. Rural Banks could take on more of the supervisory work
load. A sinking fund could be established with an additional
1/2% per month charge to cover expected losses. Increased
profitabilit& for the Rural Banks would permit increased interest
onn deposits and stimulate savings.

Recommendation ; GOP policy level study to review interest

rates and feasibility of setting up sinking
fund to insure losses.

How should the program be audited?

The NFAC audit unit is now finding and investigating anomalities
Its work would be greatly facilitated by the supplemental
assistance of a private, outside, highly creditable, agency.
This audit program would operate as a continuous training model,
helping to 1lift up standards of program monitoring. The initial

training was reportedly good, but too short. It takes several

years oncthe~job work experience to train bank examiners.

Recommendation:: 1. Augment NFAC audit unit with services of

an organization, e.g., Sycip, Gorres and

Velayo (SGV).E/

1/ Sycip, Gorres, Velayo & Co. Report on Operations Audit of the Masagna 99
Accelerated Rice Production Program. Dec. 1973.

12
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* (6)

(7)

(8)

2, Continue training work carried out during

OPAL and Masagana 99 Phase I by SGV.

Could fertilizer subsidies be less troublesome as a source of potential

anaomalies?

It is difficult to see how the program could have been undertaken
without subsidizing fertiligzer costs, Is the maintenance of this
subsidy necessary for the immediate future or for the next several
years? An option being considered is to subsidize and sell all
fertilizer at one pfice, the difference to 'be met through a premium
tax on agricultural exports. Another option suggested, drop the
fertilizer subsidy at once and raise the support-price for palay to
compensate the farmer. Either optlon would reduce the opportunities
for profiting from unauvthorized trafficking in fertilizérs.

Recommendation: GOP policy level study and action to determine

need for, and appropriate levels of,
fertilizer subsidy.

Are farmers using quality certified varieties of HYVs!?

Distribution problems still occur and quality certified HYV seeds
are not always available. Farmers and PTs are reported to have

acceded to non-recommended substitutions which are impeding the

‘achievement of Masagana 99 goals.

Recommendation: 1. Field investigation unit of NFAC to

verify and take necessary action.

2. Reinform all PTs and farmers of wvalue of
new varieties, seed sources and best suited
varieties for each locality.

Are the production technicians spread too thin to be effective?

The size of the program has increased in required hectares

covered plus the addition of other crops. The number of farmers

to be supervised has grown and instances were observed of PTs
servicing more than 250 farmers, too many for effective supervision.

Recommendation: a. Provide a system for "graduating"

successful farmers so that they can deal
directly with the banks without the idter-
vention of the PT unless he is requested

for a special problem;

13
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b. Carry out the plan to train and use

Ymaster farmers" as aides to the PT to

provide for the more rapid dissemination
of technical expertise.

c. Special assignment of PTs to work with and
through "master farmers' to provide
continuous training: and

d. Continue to recruit and train new production
technologists (PTs).

% (9) How can the production technicians keep professionally relevant?

Rice technology is changing rapidly and at an accelerating rate
because of the intensive research and development programs under-
way. PTs have been hastily recruited and trained to assist farmers
in the M99 program. The regular PT meetings do not permit sufficient
time or provide qualified trainors to keep them up with current
developments. A major effort is required to train and retrain PTs

to ensure professional support of the farmers.

Recommendation: Initiate a continuing series of regional rice

production seminars to upgrade capacity of PTs
to deal with the dynamics of rice productiom.

(10) Could greater mobility help PTs service farmers?

Although all PTs were eligible for the easy-credit purchase of
motorbikes at discount prices, some provinces did not actively
participate in this program. Other PTs had the use of official
transport which is no longer available. Hence, significant
numbers of PTs are without transport.

Recommendation: Reinvigorate the motorbike purchase program

to ensure 1007 participation for all.

(11) Could the supervision and control of the PTs be improved?

It is unlikely that there will be sufficient PTs in the foreseeable

“

future to do all of the things required of them or to do them well

I

- .

enough to meet the emergent needs of the farmers. A ratiomalization
of their roles is required.

Recommendation: Separate farm technology role from credit

administration and place PTs in either the

14
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technical agencies or the banks consistent

with their roles, continuing to add PTs as farm
production advisors. (Pay and incentive adjust-
ments would have to be taken into consideration.)

Should research and evaluation of the program continue?

The Agricultural Program Evaluation Service is makinga éood start
on the development of an evaluation capability and is producing
some initially interesting reports., The Special studies Unit of
the National ‘Food and Agriculture Council is also carrying out
useful research. Other outside groups such as the International
Rice Research Institute, the Philippine Council for Agricultural
Research and the Institute of Philippine Culture are all delving
into programs related to rice production: economic, social and
technical.

Recommendation: 1. Encourage continuance of ongoing research

activities;

2. Provide forum for sharing of information
as studies are developed;

3. Regular quarterly seminars for PT training;
and,

4. Prepare materials for specially targetted
audiences:. technologists or farmers.

What are the data analysis problems?

These include the usual reporting difficulties, standardization of
the kilo/cavan rate etc. This series of problems is being addressed
through the upgrading of services in the Burean of Agricultural
Economics and the continued improvement of the Management Information
System. The use of earth satellite data is being considered.

Recommendation: 1. GOP with USAID assistance should continue

to support improvements in MIS and proceed
with the Bureau of Agricultural Economics
crop cutting sample program; and,

2. Use of earth satellite surveys should be

investigated.

15
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Can the M99 Program be replicated?

Certainly not in its Philippine format. However, it is and can
be useful in the development of Ffood production and equity models
for the development of small farmers in other countries. The
analysis of the opportunities and constraints of the M99 model
could serve as a guide in assaying institutional capabilities,
legal constraints and market opportunities. M99 is: a complex
of indigenous institutions (rural banks, extension system, grain
marketing agency); national media; tested-high yielding rice
varieties and technology for their use; an active égrarian reform
program; and all of this being interacted upon by a farm poﬁulation
ready to move from a traditional acceptance of risk aversion to
becoming economic partners in their country's development.

Recommendation: Caution in over-publicising Philippine

results as possible cure-all for other
countries rural development and food production

dilemmas.
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Section II

A. MASAGANA 99 DELIVERY SYSTEM

Program Initiation

Masagana 99 is the label for the present effort im the Philippines
to accelerate rice production. It was initiated with Operation Palagad
(Dec 1972-May 1973) and relabeled Masagana 99 (May 1973-October 1973).
Masagana means bountiful harvest while the 99 refers to the targeted 99
cavans of rice per hectare. The OPAL and M99 effort has proceeded through
two dry seasons and is now into its third, and two intervening wet seasons.
The program was developed as a result of the devastating typhoons and
floods of 1972 which were then followed by severe drought conditions
affecting vast areas of rice lands in Central Luzon plus drought in
Mindanao. The purposes of the program were to relieve the flood drought
calamity situation in Central Luzon and to increase total rice production
to gain self sufficiency for the Philippines.

USAID provided fertilizer supplies as emergency relief in late 1972.
Distributed at no cost to the farmers, this enabled them to recover some
of their losses especially on late replanted crops. Experience with this
program suggested that emergency funds be used on a more systematic program
to stimulate adoption of new high yvield varieties of rice, together with
tested and approved packéges of inputs including fertilizer, insecticides
and herbicides. These inputs were to be financed through USAID funds
granted to the banking system and passed through the Rural Banks to the
farmers. Initial loans were for a total of P700 per hectare with
approximately half from the dollar grant for cost of inputs and the balance

from U.S. PL480 proceeds for the costs of labor. (SeeATable)
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*
PROGRAM DATA FOR FLOOD REHAB PROVINCES

($000's) %
TARGET PARTICTPATION PRODUCTION LOANS REPAYMENT
Ha's #Farmer Has #Farmer Tot x/Ha '
QPAL 100,000 40,000 26,400‘ 13,400 - 1.6m, 60 9.943m 99
cav.
PHASE I 215,000 90,000 324,800 184,344 20.6m 74 163.5m 85
cav,
* Bataan
Bulacan
Laguna
. Nueva Ecija
= Pampanga
o0
Pangasinan
Rizal
Tarlac "
Zambales

Source: Kenneth Smith, Program Advisor, USAID Philippines, Ded.,'74 from MIS Reports.
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The accelerated rice program, "“bountiful harvest" Masagana 99,
is but the most recent of a series of efforts over the past twenty years
to help the Philippines avoid the high costs of Importing rice and to
enable them to achieve self-sufficiency in rice production., The immediate
past history includes the development of high yielding varieties by the
International Rice Research Institute (IRRI), the Bureau of Plant Industry
and the University of the Philippines at Los Banos and a series of
productibn experiments carried out in the Province of Bulacan which
demonstrated increases in production which could be achieved through the
use of a set of operational practices geared to the average production
capability of the local farmers as distinguishéd from the optimum conditions
which were obtained at the research stations. This and other demonstrations
encouraged the National Food and Agriculture Council to proceed with a
large scale program, first in the critically damaged provinces of Central
Luzon and then later throughout the remainder of the rice growing areas
of the Philippines.

Thus, Operation Palagad and Masagana 99 were attempted out of the
necessities of the £lood and:drought and the practical experiences in
Bulacan and elsewhere. The system designed to spread these practices
through the Central ILuzon provinces of Laguna, Rizal, Bulacan, Bataan,
Zambales, Pangasinan, Pampanga, Tarlac and Nueva Ecija was apparently
a simple, straight line delivery system. However, it invblved a set of
highly inter-related institutional arrangements to make it operate
effectively.

These arrangements included: (1) the allocation and subsidy of
fertilizers and chemicals which were in short supply, (2) development
and distribution of adequate supplies of high yielding seed varieties,

{3) the provision of adequate supplies of credit to financé the purchase
of thesg inputs at reasonable rates of interest, (4) presence of
technical advisers to provide guidance and monitoring of the program
from the technical plamning through to the harvesting and collection

of the loans, (5) a price support system that would ensure the farmer

a decent price for his efforts, (6) transportation, milling and storage
facilities that would ensure the viability of the price support system,

and provision of credit. (This is such a critical part of the system
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that it deserves a full-scale discussion. See Chapter B),

Provinicial Orgdnization

" The system was reviewed in some detail in three provinces:
Pampanga, Pangasinan, and Neuva Ecija and more fleetingly in Bulacan,
Tarlac, Zambales and Laguna. The intensive review was concentrated
in the heavier rice producing areas. Using these provinces as models,
the whole system can be exemplified and one is free to assume that
with greater or less emphasis the parts of the system described here
will function in %he nine original rehab program provinces and most of
the others as well.

In Pampanga, for example, Governor Brigido Valencia serves as the
overall in-charge of the accelerated rice program in his ?rovince;
chairing the Provincial Action Committee (PAC). He is assisted by the -
Provineial agriculturist, Segundo Serranc, the Provincial Program
Officer who is in-charge of the program on a day—to-day basis, supervising
the program technicians, monitoring the other elements of the system
including the movement of fertilizers and seeds, operations of the rural
banks and all contributing elements. The next level in the system is the
Municipality. For illustration, in the Municipality of Lubao, Mayor
Salvador Dimson, serves as the head of the Municipal Action Team (MAT)
and is assisted by his Municipal Develoément Officer from the Department
of Local Government and Community Development. Mayor Dimson is completely
knowledgeable about the progress of the Masagana 99 program in each of his
barrios, the assignment of the five production techmicians to the Rural
Bank and Ehose working for the Philippine National Bank, status of
loan collections and repayments at the Rural Bank and otfher matters
affecting the program. The PAC meets on a regular monthly schedule while
the MAT meets weekly. Both are subject to emergency calling for special
problems. It is through these meetings that the Governors and Mayors
maintain contact with and supervision over the program. The Rural
Banks .and the Philippine National Bank are the instruments for ensuring
that the system works through the provision of credit. Seventeen, out
of a possible twenty, of Pampanga's Rural Banks are fully active in the

program. The three branches of the Philippine National Bank are heavily
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engaged in the program. The Agricultural Credit Administration is likewise

active in the province but to a much more limited extent than the other
two agencies,

The MATs and PACs operate with varying degrees of effectiveness,
some being active operational forces while others have been relegated to
nominal roles,

Current Operation

Farmers participating in Masagana 99 are required to have a farm
plan certified by the production technician (PT) assigned to cover their
barrio. Given the span of coverage of these PT's, 100-300 farmers,
the supervision and care given to development of these plans varies
widely. However, the worklead is greatly reduced to 40-75 farmers
during the dry season. The farm plans are presented to the bank as part
of the loan application. Upon acceptance of the loan, chits are issued
for the input portion, and cash for the labor portion. Chits are
then presented to the fertilizer and chemical dealers for the release
of those inputs. TFertilizer and other chemicals are allocated to the
province for distribution by the dealers. -

Production Technicians are supplied by the Bureau of Plant Industry,

Bureau of Agricultural Extension, Department of Agrarian Reform or employed

directly by the Rural Banks. NFAC has been authorized 3400 PTs to be
assigned by other agencies. However, they have a current vacancy rate
of one-third.

The shortage of PTs is aggravated by the Government Order No. 47
calling on all large (over 500) employees to produce rice for them.
Many of the better PTs have been recruited by private industry to the

detriment of the Masagana 99 program. NFAC continues an intensive

recruitment program and has been forced to begin lowering entry requirements.

The numbers of qualified agriculturists available to the program
poses one kind of problem. Another major problem, keeping pace with
the fast-moving technology of'rice production, places real strains on this
part of the system. Training and retraining requirements to keep the PTs
up to their job needs calls for a special training effort beyond that

now going on. Apart from the initial short course in rice production
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techniques, the PTs now receive regular information and briefings, bi-
monthly. These latter tend to be crowded with administrative needs of
the ‘program at the expense of informational inputs. It is anticipated
that NFAC will establish a full-scale training &dnd retraining program
for PTs using its own staff or borrowing from the skilled training cadre
of the Department of Local Govermment and Community Development.,

The PNB employs farm credit supervisors but not its own technologists.
The differences in renumeration between the technicians was a subject of

some comment but appeared to be of more COncern-to the rural bankers.

Of the several bankers who commented, preference was expressed for employing
all technicians and thus being completely responsible for their actioms.
The issue of who should control the technicians deserves consideration.
There are two distinct functioﬁs required of them: imparting technology
to the rice farmer while helping prepare the farm plan; and, serving

the banks as an agricultural credit agent by monitoring the loans amd
collections. It would seem that these functions might be better served
by separating the technicians and letting the agricultural technologists
do their jobs on the farm while permitting the agricultural credit people
operatiﬁg from the bank to do theirs. However, local customs indicate
that the farm technician who helps the farmer increase his yield is most
likely to be a successful collector of the loan because of the loyalty
relationship developed.

The National Grains Authority was reported as slow in getting
organized for Operation Palagad and Masagana Phase I. It has overcome
earlier deficiencies and is now prepared to buy grain, store it and
fulfill its role as a price moderator and support mechanism for ‘the benefit
of the farmer. Judicious increases in the support price from the original
P25 a cavan to the present P55 have kept pace with the realities of the
market place. However, the price support mechanism is yet to be tested.
Market prices héve generally continued stromger and, except in short term
iscolated instances, have not fallen below the support price.

. Other programs cutside the scope of this study have impact on the
production of rice and well heing of the rice firmer. These are the
emergency programs to rehabilitate and build new irrigation schemes,

road systems, the ongoing program to transform the tenancy situation in
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the Philippines, and the continuance of peace and order. In the case of
roads and irrigation, the presence of new and rebuilt facilities were much
in evidence through Central Luzon. The tenancy situation varied between
provinces. Pampanga and Nueva Ecija have an overwhelming majority of their
farmers now on negotiated leasehold arrangements with their landiords,
while in Pangasinan the original share tenancy patterns seem to remain.

It would seem that the Department of Agrarian Reform had yet much to do

in some provinces. Martial Law is reported by all to have restored

"quiet" to the country-side and peace and order is establisheé.

The Philippine Constabulary was reportedly used in some cases to help
"inspire" borrowers to repay their loans. This inspiration ranged from
threats to resort to the P.C., a letter from the P.C. or the actual presence
of P.C. with the technicians attempting to effect collections, and finally,
rare reports of arrests of delinquents.

The private sector, in addition to the Rural Banks, has been actively
engared in the program. The fertilizer and chemical dealers and the rice
millers and dealers have participated largely as planned. An unexpected
gset of participants (beneficiaries) have been the appliance and farm
equipment dealers and other merchants in the rural areas who have
benefited from the radical upsurge in rural buying power. This increase
in purchasing power of the rice farmer cannot be attributed to Masagana 99
alone, but to the interaction of a dynamic set of forces. These include
the Masagana 99 package of technology, HYV seeds, fertilizer, chemicals
and credit plus the greater equity brought about through the farmers
improved sharing arrangements of the agrarian reform program, the develop-
ment and .rehabilitation of irrigation and roads, an improved management
information system, and very important, good prices!

The Management Information System (MIS) which was developed to
monitor and guide the program has been extremely useful to it but has
had a most difficult time being established and developed. 1Its potential
was demonstrated in the emergency‘fertilizer program providing data for
the control of the release and distribution of fertilizers ensuring
successful accomplishment, The MIS was then upgraded, refined and
adapted for Operation Palagad and further refined and formally

established for Phase T of Masagana 99. The MIS is still plagued with
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problems of prompt and aceurate reporting. As the problems are identified
they are being resolved. But let the designer of the information system
speak for himself. 1/

"Masagana 99 statistics are the only data on rice production that
are available by province in a standardized format on a regular
monthly basis. However, the Managament Information System which
was developed to pather and report them, is still in its infancy,
and these data cannot yet be taken at face value."”

"There is as yet no regular effective process f£&r verifying the
reported data, and preliminary screening and spot checks indicate
a number of deficiencies, with underreporting, overreporting, late
reporting, double counting, poor estimating, failure to account
for all data, inconsistencies between time series balances, etc.
ete. The techniecian in the field charged with recording and
reporting the data in the first instance has not yet been made
fully aware of the importance of good record keeping, or trained
in the intricacies of maintaining time series and cumulative data.
Intermediate supervisory levels also need training in monitoring
and analyzing reports from their technicians. The farmer often
has a vested interest in underreporting his yields, while the
technician seems to equate high productivity of the farmers he
supervises with his own personal success. Thus without proper
monitoring, objectivity is difficult to maintain. For instance,
an independent NFAC survey of last year's crop data indicated that
while Masagana 99 reports from technicians claimed an average of
77 cavans/hectare for program participants, the figure reported
to survey interviewers was closer to 54." '

"The major emphasis in the MIS to date has been the development of
the system structure. This is now almost complete. The next step
will concentrate on the training of GOP staff at all levels in
reporting system fundamentals and establishing an effective working
group to monitor, analyze and follow up on the data reported to
reduce subjectivity."

"In the meantime, the official source for agricultural data is the
BAECON Integrated Surveys. This is a quarterly stratified random
sample of palay production, by region. As such, provincial level
detail is not available. Furthermore, the survey is not stratified
to reflect Masagana 99 participants performance compared with
non-programmed areas."

"A major weakness of this system is that interviews with farmers
is still the primary source of data. No standardized objective
means such as randomized crop cutting techniques is utilized for
measuring of forecasting yields." .

1/ Memorandum from Kenneth F. Smith, Advisor to Thomas C. Niblock, USAID
Director, November 29, 1974. ’
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The newly created MIS unit in NFAC is receiving an intensive one
week seminar in statistical methods at the Development Academy of the
Philippines, and the staff of the Agricultural Program Evaluation Service
is also participating.

The MIS reporits can now be streamlined in thelr preparation and
handling. In addition, the reports from Rural Banks could be more complete.

There is a need to know what has actually been collected for each program

and what has been restructured. PNB records show this. Similarly, we have
evidence that there is a significant difference of about 151 between
approved loans and releases. PNB reports show this, Rural Banks do not.

A description of the Masagana 99 system would be incomplete without
mention of the two village level organizations, the Samahang Nayon and the
Selda or Damayan. The Selda is a band of five to fifteen c¢oinsurors with
a variety of other organizational constraints depending upon locale. This
is the local unit which guarantees repayment to the Rural Bank for the
local borrower in lieu of collaterial. The Samahang Nayon is the pre-coope-
rative, or farmers associlation which is being developed throughout the
Philippines and will become an instrument for the transmission of technology
and other services as it matures. It is to function in tandem but apart
from the local village political organization, the Village Council. Five
percent of all Masagané 99 leoans disbursed to Samahang Nayon members are
deposited to Samahang Nayon accounts to begin this capitalizétion.

The continuing studies of rice farmers in the Bicol by S. J. Lynch
provide insights to what is happening to the farmer and what his opinions
of the program are.

" Tn mid-October 1873, 600 rice farmers of Camarines Sur were
interviewed regarding their organization membership, farm areas
harvests, and farming practices. Analysis of the data indicates
that with relatively few exceptions, farmers have no organizational
attachments other than the Samahang Nayon (SN) or a compact
farm (CF). Since the SN is such a new creation (half of those
who belong to it had joined the SN less than four months before
being interviewed), it is not surprising that neither improved
vields nor better farming practices are asscociated with membership
in it. Belonging to a CF, however, and receiving Masagana 99
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asgistance are associated with these advances, especially
where the borrower is farming rainfed riceland.%*

© "In mid-October 1973, 600 rice farmers in Camarines Sur were
interviewed regarding their awareness and practice of modern
farming techniques, and the amount of cash they invested
in various inputs for the current rice crop. At the same
time, Municipal Development Officers (MDOs) and Production
Technicians (PTs) were interviewed regarding their perceptions
of the Masagana 99 rice-production program, the Samahang Nayon,
compact farming, and agrarian reform in general. Four additional
studies were done about the same time, asking questions which
had not been asked in the two earlier surveys. On grounds
of all six researches, it was found that although agrarian
reform was seen as a shared responsibility, perceived involvement
in other govermment programs differed by the employee's official
position. M99 PTs were rated by two measures other than the
efficiency rating scales of their own agencies. The former
ratings were generally low and did not correlate with the
uniformly high ratings given by the technicians' agencies.
Especially notable was the general failure of PTs to involve
their farmer-advisees in the making of the farm plans and
budgets. Loans were generally received on time by M99
borrowers, but there is evidence that many farmers did not
spend all their cash loans for the corresponding inputs. As
of August 31, 1974, the payment of Phase I loans stoed at
72 percent of the amount borrowed. Farmers working irrigated
land were repaying faster than those with rainfed parcels.”*¥%

*
Frank Lynch, S. J. Rice-Farm Harvests and Practices in Camarines
Sur, SSRU Research Report Series, No. 2, January 1974.

%k
Frank Lynch, $.J., and Jose V. Barrameda, Jr., The M99 Delivery
System, SSRU Research Report Series, No. 3, February 1974.
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Comprehensiveness of the Total Program

Throughout the rice growing areas one becomes aware that several
government programs are simultaneously very active in the development
of the combinations of factors needed for marked improvement in the rice
production situation.

1. Operation Land Transfer has given many tenants a land owner-
ship certificate and has determined an amortization payment price which

is less than the share which used to go to the landlord. Gains in pro-

‘"duction are now going to the amortizing owner or leasee. Only in a bad

typhoon year is this system not to the advantage of the amortizing owner
or leasee and only one complained to us about not being able to pay the
lease fee. At the same time this has taken away one source that the
tenant used for credit and the bank now becomes the substitute for the
landlord in supplying production inﬁuts and credit.

2. The National Graims Authority set a floor price for palay and
bought when the market price fell below the support level. Although
it was not necessary for the NGA to buy large quantitries in Central
Luzon it was evident from comments of the farmers that the NGA floor
price was given credit for keeping the traders paying a price above
that level.

3. Improved rice technology has been developed through the govern-
ment work and the International Rice Research Institute. Many of the
agricultural technologists assigned to Masagana 99 were given a two-week
intensive rice production course at IRRI or at the Maligaya Rice Research
Station of the Bureau of Plant Industry. One year before the beginming
of Masagana 99 there had been a pilot project in Bulacan for the demon-
stration of the backage of technology which later became part of the
recommended practices for Masagana 99. There had also been other
tests and demonstration of new varieties and techmology through the

Mini-Kit demonstration program and the fertilizer and chemical test
which followed it.
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4._ Water from the new Upper Pampanga River Project is about to
arrive in sections of Nueva Ecija and earlier programs of several
government agencies have encouraged the use of pumps for an assured
water supply and helped with the rehabilitation of communal water
systems,

5. The peace and order situation has improved so that farmers
are willing to invest in inputs and improvements which will increase
their income. Tear of loss due to banditry and politiecal intrigue is
greatly reduced since 1972 and compliance in meeting debt obligations
to the banks is reéarded seriously.

In his book called "Getting Agriculture Moving," Arthur Mosher
lists five essentials for agricultural development: (L) improved

technology, (2) aﬁailable supplies of seeds, fertilizers, Ehemicals,

etc...., (3) adequate incentives for farmers to produce, (4) transpor-

tation for supplies coming in and products going out, (5) markets for
sale of all products the farmers can produce. When these requirements
have been met the acceleration of agricultural development can begin
through improved education and extension, supervised credit, improved
land development and farmer organizatioms.

All of the essentials have been met in some of the areas of the
Philippines, especially the Central Luzon area of rice production.
Through the simultaneous programs farmers there have access to better.
rice technology, supplies of fértilizers and chemicals, transportation
and markets. The Masagana 99 credit and extension program have made

possible accelerated rice production in a short period of time,

Future Implications

The Masagana 99 program has been spectacularly successful in
reaching large numbers of small rice farmers in an extremely short
time. However, it must be pointed out that emphasis has been on far-
mers with irrigation facilities and not on the smallest farmers. The

farmers with only rainfed land may still be in need of assistance in
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some places. No attempt has been made to deal with the small minority
of upland rice growing farmers. ’

These facts point out that the most difficult work of the program
may still be ahead, since the smallest farmers with the poorest land
are the most difficult to reach and assist. Programs of credit for
integrated crop and livestock financing may help in some cases.
Improved irrigation facilities are greatly needed in many areas. In
other cases complete shifts to alternative crops or to other wage eﬁrning
jobs may be recommended. Some of these are already in progress—the
Masagana Maisan program assists corn and feedgrains growers, integrated
financing is being tested in several banks and there are special programs
for vegetable production and for bringing new riceland under water con-—
trol. Several river basin programs are planned or are in progress.
All of these will be inecreasingly necessary to help keep low income far-

mers from being left behind.
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B. CREDIT - THE KEY TO THE MASAGANA 99 SYSTEM

Introduction

The credit portion of the Masagana 99 program has been a key factor
in the mobilization of resources of the government and of the farmers
in a joint effort to boost rice production. The complete campaign .

included innovations in credit distribution such as:

1. Large numbers of farmers could borrow without collateral

for the first time.

2. Joint liability with four or more other farmers in a "selda"

group was introduced.

3. More than 3,000 government agricultural technicians were
assigned to rural banks and PNB branches to handle farm
plans and give technical advice on use of fertilizers,

chemicals and herbicides.

4., Distribution of fertilizer and chemicals was controlled through
a purchase order (chit) system so that farmers did not handle

part of the actual loan fund.

5. All of the govermment agricultural technicians assigned to
the program received incentive pay increases per farmer
supervised, They could also purchase motorcycles on attrac-

tive credit terms.

The above innovations were superimposed omn an operating system
of 680 rural banks. When it became clear that more channels were

needed, almost half of the 162 branches of the Philippine National Bank
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were mobilized as well. Special.discount rates for Masagana 99 loans

B

1

! were made available at the Central Bank. While the banks were hardly
given a chance to refuse the program, at the same time the incentives

= were enough to encourage participation. Full rediscounting was available

i at what eventually was a one percent interest rate. Technical assistance
in the form of more than 3,000 government agricultural technologists

l from the Bureau of Agricultural Extension, the Bureau of Plant Industry
.and the Department of Agrarian Reform were assigned to the banks at a

small cost to the banks since their basic-salaries were still paid by

their parent organizations.

These inmnovations in agricultural credit arrived at a time when the
proportion of all dinstitutional ecredit granted to agriculture, fisher-
ies and forestry had been declining. (See Table) Even though the
proportion of all eredit going into the agricultural sector had been
declining, the importance of the Rural Banks in providing this credit
was gaining. The percentage of total bank credit going to agriéulture
handled by the Rural Bapks or a group increased from 72 percent in 1960
to 90.3 percent in 1972,

FISHERIES AND FORESTRY

Year Proportion (%)

1960 17.9
1964 16.6
1968 12.9
1972 9.9

Source: Dr. Claudio Gonzales-Vega, Stanford University, unpublished
material. ’

l PROPORTION OF ALL INSTITUTIONAL CREDIT GRANTED TO AGRICULTURE,
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Although the rural bank system has played a substantial role in
the dispersal of economic activity throughout the Philippines, the lack
of innovation and generally conservative banking policies were slowing
the expansion of agricultural credit, especially to new borrowers who
lack the land ownership collateral requirement of regular bank lending
programs.

The timing of the inmovative credit program was given greater urgency
by the loss of rice in the 1972 flcods and a world market where imports
were becoming prohibitively .expensive and nearly impossible to procure. -
There was an all out effort te increase rice production and the Masagana
99 program became the focus of attention.

The following findings are presented with evidence from a variety
of surveys and reports dealing with the 'program. Comments from rural
bankers, agricultural technologists and farmers are added to illustrate
the points. Some problems and their implications will be discussed in

the section following the findings.

Farmers Participation

The total volume of credit extended to rice farmers umder the
Masagana 99 program grew from 370 million pesos in Phase I to 694 .6
million in Phase III. The number of farmers served reached 533,651 in
Phase III with 827,932 hectares of rice planted with loans from the
banking system under the new program. Thig is a truly phenomenal
accomplishment and has made it possible for‘farmers in the rice growing
areas to get low interest credit (1 percent per month) at the banks
rather thén going to moneylenders who charge rates up to 300 percent
per annum. A typical arrangement of a }armer with "rich person" is to
borrow two sacks of rice and repay with three after his harvest.

The change in dependence on institutional sources is illustrated
by the following chart which é&dntrasts the results of farmer surveys
in 1957-58 when  they reported 92 percent dependence on private lending
gources to a 1973 report from Central Luzon which shows that this

reliance on private lenders had dropped to 36 percent. A new survey
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Percentage Distribution of Institutional and Nen-Institutional Credit and Interest Rates
1957-58 through 1973
Vsacay, Orlando, “Small Farmer Credit in the Philippines,” Spitng Review of Small Farmer Credit, Vol. XIII, 1972,

2ipc Study, “View from the Paddy,” Institute of Philippine Culture, Jan—Apr 1972, F. Lynch, editor.
3Manto-Tunes, NFAC Marketing Res. Unit, Department of Agniculture, 1974.

Institutional (banks, etc.) l:l Non-tnstitutional (private money fenders)



in 1975 would probably show a continued decline in this dependence.

Some farmers interviewed were quick to point out that the greatest
benefit they had from Masagana 99 was that they were out of debt for the
first time in their lives. The cash portion of the loans granted in
Phase I was often reportedly used to pay off old high interest debts
rather than for land preparation as the farm plan indicated. Many
farmers have traded work with their neighbors and used borrowed carabaos
to prepare the land instead of hiring tractors as the farm budget indi—
cates.

One Nueva Ecija farmer reported that he now goes directly to the
rural bank for his loans where he used to go to his landlord. He is
a bit doubtful about whether he could go back to the landlord foxr money
if the program is not available. Anyway, he thinks the interest at the
bank is so low that he would much prefer the bank loan. Another farmer
in the same provice was sure that he could not return to his landlord
for credit since he had shifted to leasehold on the land reform program.
Under leasehold arrangements, the landlord no longer had legal respon-
sibility for providing inputs or suppori. The farmer was so fearful of
losing his bank credit rating that he sold one of his three earabaos to
pay the bank ioan. He considers the Masagana 99 program as the only
éood source of fertilizer and wants to insure his supply.

The manager of a rural bank in Cabanatuan City estimates that they
handle 85 percent of the credit needs of the farmers in the 45 barrios
that they serve. The small farmer loan program at the bank has grown from
virtually nothing in 1970 to 680,000 under OPAL to 6,000,000 under Phase
I1II. The manager was convinced thﬁt the repayment rates had been good
in Phases I and II because the farmers had put their complete reliance
on the bank for their credit needs.

For non-production credit needs the farmers may still have to -go to
the moneylenders but several farmers mentioned that subsistence needs
should be included in the farm budgets and several banks have added

this to the budgets already.
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The Masagana 99 program is geared to service large numbers of
farmers with relatively small loans. The following table gives the

recorded numbers of farmers reached with loans and the average size.

FARMERS SERVED AND SIZE OF LOANS

i !
! OPAL I Phase I | Phase II Phase III
. i .
Farmers Served (No.) 13,400 406,509 236,236 533,651
Average Loan Per .
Borrower $742.69 $910.33 $979.25 P1,201.62

1

Source: Dr. Claudic Gonzales Vega

It has been pointed out in a study of rice farmers in Cavite by
Mr. M. Van Der Veen that the program has helped the farmers who received
loans directly. In addition, it has assisted others who are not in the
program through information supplied throughe«wvarious media and even in
some cases the fertilizer and chemicals which were shared by the farmers
with loans with others who did not have access to the program. Assistant
Secretary of Agriculture J. D. Drilon estimates that more than a million
rice farmers have actually benefited.

The amount of increase in agricultural loans being given to rice

farmers by the participating agencies is given in Table on page 37.
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AGRICULTURAL LOANS TO RICE FARMERS

’ . Pre-M99 o
E’ Credit Agency (May '72-73) M99 % Increase
Rural Banks 87 million 256 million 193
l Phil. National
Bank 17 million 298 million 1,163
‘ Ag. Credit Adm. 32 million 33 million 3

l Source: P. Villegas

Measurement of the Masagana 99 program was gaugéd against targets

established at the national and provinecial levels based on the provin-

cial capabilities in terms of technologists available, operating banks
and rice hectarage. Table below shows that in one casé the target was

l 95 percent of the total hectarage of rice.

PROVINCIAL PARTICIPATION IN M99

Hectarage M99 target as : M99 planting as
Province 000 ha. % of total has. a % of target

Laguna 28.7 77 130

Nueva Ecija 184.0 43 159

Pangasinan 153.0 38 . 93

i Pampanga £9.0 95 111

l Source: P. Villegas
8tncludes replanting after typhoon.

-
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Another illustration of the fact that bankers are now reaching a
large number of farmers came from one bank manager who said that 90
percent pf the bank's farm customers are on the M99 program. Another PNB
bank manager reported that 80-90 percent of the farmers reéiding in the
six municipalities served by his bank are now in the M99 program.

This bank now .serves 6,150 farmers where it had few farmer customers
before.

"Without the M99 program the Land Reform would have failed!" says

another rural bank manager. He went on to explain that the land trans-—

fer certificates given to the tenants coverting to leasehold are extremely

questionable as legal documents and are not accepted as collateral for
regular bank loans. He sometimes is able to get theg landlords to co-
sign the leaseholders loan where the relations are still good. He pre-
fers this to the M99 "selda" system since the farmers don't like to
have to get the signatures of the group partly because it is difficult
to get them all together with the technologist.

For those areas where the land reform has been administered on
a wide scale it is indeed fortunate that the M99 program came at the
same time in order to provide credit and supplies to the farmers who had

formerly depended on their landlord.

Bank's Tnvolvement

The following is a listing of rural banks and PNB branches selected
for interview and their estimates of the proportion of their loan busi-
ness which is now in the Masagana program. These are rough estimates
and might reflect some variation in the interpretation of the question

but nevertheless show the approximate extent of dependence upon the

program.
Bank Total Toans Proportion in M-99 (%)
A 12 million 75
B 8 million 75
C 2 million 75
D N.A. 70
38
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’ Bank Total Loans Proportion in M~99 (%)

HJ B N.A. 50
. F 7 million 50
i G 5 million 50
H 3 million 48
I 55 million . 33
' J 9% million 33
K N.A. 30
( L 10 million 30
M 8 million 25
' N 8 million 25
0 5 millicn 12
i P 28 million 10
| Q 35 million 4

From a study of the rural banking system by Professor Claudio
Gonzales-Vega in 1974, the amount of total rural bank commitment to the
Masagana 99 program was calculated. In 1973, the national total was 29
percent of total loans which averages the non—-participating banks with the
participating ones.

In the same study, Professor Gonzales-Vega calculated the number of

loans that were secured with and without collateral and found that 51 per—

I

cent of the total number of loans made by the rural banks in 1973 were
secured with real estate collateral. As recently as 1971, this percen-
tage had been 71 percent and the difference is directly attributable to
the Masagana 99 program. This percentage is an approximation and 1974

figures will probably show an increase.

The Philippine Government's projections for rural lending for agri-

cultural production (in thousands of pesos) are:

Ay

1973-74 197475 1975-76 1976-77
¥ 885 P984 est. PL1,096 est. P1,220 est.
39
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It is expected that the number of rural banks will increase from 622

at present to 1,015 during this period.

Profitability For Banks

One rural banker declared that the profits of the bank had declined
.by one-half since the beginning of the M99 program. Although this is
almost impossible to check, there is reason to believe that the increased
volume of business will be extremely valuable to the banks in the longer
run. The number of loans and their size may not be conducive to profit-
able banking at the present time or on the scale previously considered

the '"norm." As these farmers gain in income .and savings are accumulated,

there will be considerable room for expansion of business by the banks

with a large number of customers who have learned to use the bank faci-
lities through the M99 program.

Professor Gonzalez-Vega's study of the RBural Banks shows that,
according to their listed income and expenses, they are apparently less
profitable than most other lending institutions, and they have been
declining. Between 1965 and 1973, the average profit per bank (measured
in constant pesos of 1965) declined from $29,500 to $17,500., This decline
is in part due to the increase in the number of banks—some now in margi—
nal areas. Original banks were started in the better areas. The rate z
of return on the private capital in the rural banks declined from 11.8
percent in 1965 to 10.4 percent in 1973. Because of inlation this decline
would be greater in constant peso terms,

However, he went on to analyze the increases in separate costs and
incomes and found that although financial costs have increased, admin-
istrative costs have declined in importance, thus reducing average rural

bank costs. Also, the expense item labeled "other expenses" on rural

+

bank financial reports has grown 25 percent of total administrative

costs in 1960 to 50 perxcent in 1973. It is hypothesized that this item

[

* - - 4 - - -
might be considered "profits' since extra amenities and earnings for the

owners of the banks are reported to have been included in this item.
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When the simple average of implicit rates of profit on private
capital for all rural bkanks over the 1953-1973 period was calculated,
it stoed at 9.5 percent. The rate for the period 1960-73 including the
"other expenses" item as part of the returns was 15.7 percent. This is
directly comparable to other credit institutions according to Professor
Gonzalez—-Vega. In 1973 the profit rate on private capital for all rural
banks was 10.4 percent when calculated directly from the balance sheets.
When "other expenses" are included in returms, the rate increases to
17.7 percent and the real rate is probably midway between these. It must
be remembered that this is an average for 680 banks among whom the varia-
tion is extremely high. (For additional information, see Draft Memo
D. L. Tinsler, USATID, to H. Francisco, CB/DRB of 2/14/75 in the
Appendix)#G.)

The question of profitability of the rural banks also involves the
special tax exemptions that they receive, the various subsidized dis-
count rates and the non-interest bearing stocks which the government
holds. 8Several proposals have been made recently regarding changes
in these forms of assistance, but it is not within the scope of this

report to add either light or confusion to this discussion.

Repayment Problems

The total national repayment rate for Phase III Masagana 99 loans
as of December 31, 1974 is 17 percent. Although some of the crop was
still being harvested in some areas, this rate reflects the inability
to repay at the- time of harvest by large numbers of farmers, especizally
in Central Luzon where a series of typhoons ravaged the area during
October 1974.

A large bank with a record of 95 percent repavment in Phase I and
88 percent in Phase II now has only 30 percent collection on Phase III
illustrating the plight of an area hit by five typhocons. Some farmers

in the area reported losing 100 percent of the crop.
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Another rural bank with 98 percent repayment rates in both Phase I
and IT is now up to 60 percent collection on Phase III and has begun

restructuring the remainder. They are integrating the repayment of rice

PY

loans with loans for vegetables, pig and dairy production. Although

the manager felt that thé bank could continue its current lending pro-

Hatm A

grams even without the M99 program in a good year, there is need for

-special help from the Central Bank when calamities strike.

Some banks availed themselves of the Land Bank guarantee for .a
1 percent charge. Now they are having difficulties in getting claims
paid. For example, a rural bank which has only a 15 percent repayment
rate in Phase ITI has P3 million in loans guaranteed at the Land Bank.
To date they have claimed P1.2 million but have received only ¥390,000.

The highest repayment rate in Phase IIT encountered by the inter—
viewing team was 72 percent and the manager of the bank expects the
final collection to reach 90 percent by the end of February. The
reasons given for good collection in spite of the typhoons which hit
the area were the constant contact of the manager with the technologists
and the farmers., The manager talks to all farmers personally and to
barrio captains, mayors and businessmen. The farmers who had harvested
their rice early were not damaged by the typhoons and repaid their loans
immediately. Others are paying out of income from vegetables and pigs.
The manager alsc keeps weekly records of the repayment rates of every
technologist, farmer, gave extra bonuses for repayment, and treated

the technologists like members of the bank.staff at Christmas. He also

W OTUAYTUST B reg men

recommends setting up schedules of contacts with farmers so that all

of those working with a certain technologist are coming to the bank on
the same day for releases of funds. This way he keeps the technologists
free on other days to visit the farmers at home and avoids crowds of
farmers waiting for papers to be signed by the technologists ahd the bank

manager himself,
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Future Tmplications

Rural banks vary greatly in their ability to handle the innovative
features of the Masagana 99 program. This implies that the need for
continued education and training for the rural banks should be met.
Successive groups are now being given special tralning at the Develop-
ment Academy of the Philippines and this kind of effort must be pursued.
The experience of the most successful rural banks should be recorded
and distributed to all the banks. Bankers need continual opportunities
to meet and learn from each other.

The special drawing and discount programs for Masaéana 99 loans
at the Central Bank make possible the participation of the banks without
jeopardizing their financial position. It also creates a dependence
which may make the rural banks less competitive in the longer run.
Provisions for shifting the banks to a less pampered position might be
given consideration now while the banks are still in an innovative mood.
There is already a pattern of dependence on direct contacts with the
Central Bank in Manila and the paperwork for all the separate special
loan funds is growing each time a nmew program is launched. The efforts
for each may be diluted until each loses their effectiveness unless

some cecnsolidation is made.
The assigning of government technologists to the banks to super-

vise loans has marshalled a great deal of manpower for loan surveillance.
It has also created some new problems which may be minor but which could
be diminished through foresight in program planning, assignment of per-
sonnel and cooperation among agencies and banks. Some bankers prefer

to hire their own technologists so they have complete control and
allegiance. Bankers express dissatisfaction with the demands put upon
the technologists by their parent agencies for attendance at meetiﬁgs
and seminars, writing reports, etc. A change of assignment for a technolo-
gist during a crop growing period is particularly difficult for a bank
which is relying on the personal contacts of its technologist with the
farmers in his area of assignment. Changes should be made only with the
concurrence of the bank. Some bankers also voiced reservations about
assignment of women as farm loan supervisors since they usually do ot
ride motorcycles and need to be quite careful until they are well

acquainted in the community.
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In the future the savings function of the rural banks will need
to become stronger so they can continue the agricultural loan programs
without special assistance. At present the Masagana 99 program assists
this development only when it is combined with the Samahang Nayon program
which requires that 5 percent of the loan to any members be retained in
the gank.as savings. The Samahang Nayon organization also collects one
cavan of rice per hectare per season for savings. These accounts will
be gaining momentum in a short time and future programs of the rural banks
and Masagana 99 may be greatly influenced by these "forced" savings from
which local loans and development projects can be funded. The banks and
the government programs will need to accommodate themselves to the
importance of this expanding resource.

The long~run implications of a subsidized interest rate need to be
considered while the program is being expanded and modified. Masagana
99 has wisely combined technical aid for farmers at government expense
with bank loan operations at restricted low interest rates. Excellent
rediscount rates make the program attractive to many rural banks. The
high costs of making small loans are being supported in several ways

so that banks can develop a thriving business with small rice farmers.

There are rumors that rural banks are taking advantage of the low aiscuuuc
rate to channel funds (especially the unutilized portion of the farmers
cash outlay) into high interest rate areas such as short term commercial
credit and urban real estate. Keeping the interest rate artificially
low encourages diversion of funds to other uses and if adequate subsidies
such as the free technologists and low rediscount rates are not provided
the banks would compensate by lending only to low cost high volume
borrowers. Policy makers need to keep a constant watch ‘on the program

to adjust the balance between interest rates, subsidies and achievement
of the distribution goal: aid to large numbers of small farmer borrowers.
(See Appendix 7 & 8 for study of 335 rice farmer loans, interest rates,

etc. )
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C. FARMERS AND THE MASAGANA 99 PROGRAM

The OPAL and M~99 programs in Central Luzon were able to reach the
small farmer and his per hectare production was significantly increased.

As a result aof production incentive systems (low interest production credit,
subsidies and support prices) many farmers realized profits which are
fueling an economic boom in the rural areas. The prevalence of 50-50 share
tenancy limited net income benefits of many farmers in some provinces, yet
farmer interest In the program remains very high. Loan repayment in the
early phases were remarkably satisfactory by any measure.” M-99 signalled a
major breakthrough in delivering production technology and farm credit to

a large number of small farmers with no collateral requirements,

In spite of initial successes, the Masagana program will be measured
by ite ability to make a crash campaign a viable, institutionalized¥®, long
term production program and it appears to be doing just that.

The objectives of the OPAL 73 were to increase production to offset
crop losses from the disastrous Central Luzon floods and to increase the
incone’ of the farmers who had been affected by three seasons of low produc-—
tion. The OPAL programs' target of 100,000 hectares was not attained.
Production credit reached only 1/3 of the intended farmer recipients. Priox
to the OPAL program average dry season production was estimated at 51
cavans/hectare. Due to a severe drought, the OPAL farmer averaged only
60 cavans/hectare sc thatr expected larger production increments did not
materialize. Efforts were doubled to regain lost production through an

intensive wet season follow-on campaign, Masagana 99 (Phase I).

ala

% Ipstitutionalized in this context refers to the-process of farmers being
able to go directly to the banks and the production technicians and his
enhanced capability to use the new technology.
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The official production (per BAECON) for crop year 1972-73 was 100

million cavans of palay. Faced with a critical shortage of rice, Masagana 99 -

"A program for National Survival" was launched in May 1973. The progranm
during its initial season reached 184,000 farmers tilling 324,800 hectares
in the 9 flood rehab provinces. It loaned 163.5 million pesos. Let us
examine briefly several factors that contributed to the iésue of increased
production and credit.

Program Area

The total hectarage under rice cultivation in the flood rehabilitation
provinces 1/ is 797.7 thousand. These provinces have targeted various per-
centages of their provincial rice hectarage under the Masagana 99 program,
with from 19% in the case of Pangasinan to 77%Z in Pampanga. The
targeted area for the nine provinces represents nearly 38% of the total
Masagana 99 program area. g/ '

While the latest BAECON data show that less than half of the rice
land in the Philippines is irrigated, the ratio of drrigated to rainfed
hectarage under M99 in these provinces ranged from a low of 2 to 1 to as
high as 28 to 1 with a mean ratio of nearly 8 irrigated to each rainfed
hectare.

In terms of incremental yiéld what happened to irrigated and rainfed
farmer participants? The Crop Year 1973-74 had generally very favorable
weather conditions and though an October flood affected the yield of
irrigated farmers (those with low lying rice lands) the crop loss was offset
by favorable rainfall in the upland and rainfed areas. Averaging the yields
from these farms shows 76 cavans/hectare for irrigated and 64 cavans/hectare:
for rainfed land. Although yield/hectare and size of land tilled data '
reported by farmers is not very accurate for a variety of reasonS‘Q/ it dis

evident that Phase T farmers significantly increased their yields.

#:

1/ The "Flood Rehab" provinces are: Pangasinan, Tarlac, Pampanga, Bulacan,

Nueva Ecija, Bataan, Zambales, Laguna and Rizal.

2/ Provincial hectarage figures from the Rice Situation Report #11, May 16,

1974, covering Phases I and II.

3/ For a complete study of reporting errors see Abproaches to Problems of

Data Collection, Guinio, Labado, Barker, Agric. ‘Ec. Dept., IRRI.
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IRRIGATED RATINFED

(Cav/ha) (Cav/ha)
Pre-~QOpal 51 40%
OPAL 60 *%
Phase I M99 76 64

* No accurate estimate of rainfed yields for these provinces exist,
however, the national average for rainfed is less than 30 cav/ha.

#% OPAL, Operation Palagad was the dry season forerunmer of the M99

program in these nine provinces. ‘

It is important to note that iIn a recent study of rainfed vs. irrigated
paddies in Camarines Sur by Frank Lynch, that in a short run, greater increases
in production come from M99 on rainfed rice lands than omn irrigated. This
study should be replicated in other areas for validation.*

Masagana 99 farmers generally tilied larger parcels of land than did
non-participants, both during the OPAL and Phase I of Masagana. The
evaluation focuses on the nine Luzon provinces affected by the flood. SGV
(Syeip, Gorres and Velayo) interviewed 304 farmers during OPAL and Phase I
and found 74% tilling areas less than three hectares in size and 177 tilling
land between three and four hectares. It is perfectly clear that the target
small farmer group was reached through the program.

Given that the small farmer was indeed reached, did land size affect
production or income? The yield data bears out the fact that the Phase I
farmers did increase their yields. It follows that farmers tilling larger
parcels benefitted most in terms of gross harvests. Assuming family subsis-
tence needs varied little by land size, the farmer with a larger share of
the pie benefitted the most. That a farmer with better land resources bene-

fitted most should not be viewed as a fallure of the program, since its

" primary goal was to increase production.

Tenure

Implications of recent studies on Agrarian Reform in the Philippines

are that "change in tenure is unlikely to result in inereased production

% Frank Lynch, S$.J. "Rice Harvests and Practices in Camrines Sur', SSRU
Report Series #2, September 1974.

47



incentives, but removal of landlord particpation will probably result in
loss of production if his functions are not supplanted by institutional
credit extension." 4/
Givén the evidence that no correlation exists between change in
tenure and productivity, the equity issue alone is sufficient to justify
the agrarian reform movement. Did the agrarian reform program mean an
increase in net harvests (and income) of the M99 farmer? Although some
52,000 tenants had received Land Transfer Certificates as of January 25,
1974, E.P. Mariano's study of M99 farmers found some 59% of Luzon's farmers
under a 50-50- sharing basis in the majority of farm interviews in Pangasinan
though in Nueva Ecija and Pampanga the number of farmers under this arrange-
ment was insignificant. That most M99 farmers increased their yields is a
matter of record. Yet many farmers are still under crop-sharing arrange-
ments which 1limit the benefits enjoyed from increased production. No clear
picture of farmer income and incentives can be' drawn without first considering
tenure status..
Inputs
M99 promoted a "package of technology' which relied heavily om
increased fertilizer applications and use of herbicides and pesticides to
increase per hectare production. The prices of these fertilizers-and chemi-—
cals were subsidized and allocations were made to provinces according to
their degree of involvement in the program. Fertilizer supplies were in
great demand during this. period but rice farmer participants had priority
on the awvailable stock. However, the price spread between the-Food: Crop
and Export Crop fertilizers made black marketing a lucrative practice for
some farmers not "sold" on the use of fertilizers. Fertilizer acquisition
sometimes was "tied" to the pruchase of chemicals. FEarmers resented this
practice since it resulted in higher costs to them But proved profitable
for PT's allegedly receiving "kickbacks" from dealers. for- approving certain
brands. Distribution problems made it difficult for farmers to get the

recommended amount or types of fertilizers. Some farmers complained of. delay

4/ "Harkin A. Duncan, "Some Distributional Consideration in the Philippine
Land Reform", January 1975.
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in getting fertilizer chits.™

Van der Veen's study of M99 in Cavite Province indicates that 33%

of those farmers receiving loans increased the amount of fertilizer used
6/

per hectare over previous year's levels by more than two bags.—~ Only 9% of

those without loans increased usage this much.

Seldas

The Masagana 99 lending scheme pioneered the widespread use of the
selda (or damayan) concept where groups of five or more farmers act as
co-signers of promissory notes. Although some farmers reported difficulty

7/

in organizing seldas:— (a requisite for non-collateral lending) the concept
seems to have gained acceptance by the bankers. The selda substituted the
element of social pressure for property collateral as a guarantee of
repayment. Additiopally, this joint liability encouraged mutual assistance
‘among farmers and, in effect, increased loan supervision. Although many
bankers expressed skepticism about the success of this partieular aspect
aspect of the program the repayment of Phase I loans and the increase in
loan volume of succeeding phases testifies to the impact of the selda group
as a security for the loan,

In a relatively few cases did bankers ask members to pay for out-
standing loans of their co~members. In these cases, however, and even
until now, farmers are re-grouping into new seldas seeking the more
successful farmers as co—guarantors. Selda membership varied in size but
most are at the minimun five members. Farmers often had nothing else in
common except proximity of farms or the mutual need for guarantors.

Farmers who had irrigated land under the Phase I operation repaid
their loans promptly to qualify for financing and fertilizer for the dry

season crop. In many of these cases, bankers were unsure as to whether it

5/ Chits were purchase orders given in lieu of cash. These chits were
signed by both the PT and the bank management. Dealers submitted these
chits to the bank for reimbursement but reimbursement was not always
timely Whichydelayed the dealers purchase of additional stock.

6/ Van der Veen, the Philippine Masagana 99 Rice Production Program of 1973,
a cursory view from Cavite Rice Paddies, July, 1974.

7/ E.P. Mariano, Masagana 99, Special‘Studies Division, Department of Agri-
culture, Quezon City, Philippines.
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was permissible to grant additional financing until the other members

~

>

had harvested their ecrop and settled their accounts, However, the issue

.
‘

was settled by the PT or the banker himself observing the standing crop
of the other members. If the harvest appeared good, he then granted the -
loan to the fully repaid farmers in order that planting not be delayed.

Farmer Use of Profits

It is impossible to draw a statistically .definitive picture -of
the small farmer participants, including exact ‘income or production
increases. The evidence of profit is clear, however, through farmer
Interviews, barrio visits and interviews with appliance .and equipment
dealers.

The Laforteza-Reyes study 8/ of three Luzon provinces gives perhaps

the best idea of the increase in income and uses of this income among

9% rice farmers. This evidence must be qualified by the fact that no

v
- - .’_ ‘

break down was given as to M99 participants or mon-participants. The
study points out that the average gross income increased some 118% in
1973-1974 from P4,555 to F9,940. Of this increase 46% went to items
classified as regular.living expenses, 347 went to production .costs.

(See Appendix #9 and #10.)

Regular living items included a 31% increase in food -expenditures

which represented 14% of the total increased income realized by these

farmers. An increase in family savings represented 97 of the ‘total
increase. 637 of these respondents indicated the increased use of
their income for their children's educational expenses.

Of income used for production .costs 45% went for fertilizer

4 e

purchases. Other major production expenses included chemicals and

feel purchases.

Home improvements and repayments of old débts each used 10% of the
total increased income reported by these farmers. Thirty nine percent

of the farmers reported purchases of home appliances, radios being the

Il

most frequently purchased item with gas stoves and refrigerators

ranking second and third.

«

8/ M.R. Laforteza, T.M. Reyes, "How Some Rice Farmers Used their Increased
Incomes", Special Studies Division, Dept. of Agriculfure Quezon City,
Philippines. 1974.
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The responses of farmers interviewed during privincial visits
indicates that there was of course, a slight difference in farmers
priority purchases from one area to another. After farmers had
assured themselves of their families' subsistence needs they repaid
their production loans, increased expenditures for education, made
home repairs and then purchased appliances such as radio and television
sets. Three farmers interviewed had purchased vehicles. Two farmers
interviewed had jeeps and were making payments on four wheel tractors.
A study by the Bureau of Agricultural Extension in Pampanga indicated
an average sales increase of 1117% among dealers of home applicances,
clothing and shoes stores, furniture manufacturers and farm machinery
dezlers. One gppliance dealer interviewed in Pampanga said that 33%
of her sales were made to farmers, who paid cash except for major items
such as television sets and refrigerators in which cases they chose
short term financing arrangements.

Bankers reported that the volume of their shért—term lending to
merchants and traders had more than doubled since the Implementation of
the program.

Farmer Asseasment of the Program

Members of the evaluation team interviewed farmer participants
in the flood rehab provinces. The farmers were selected at random
from each municipality where bank interviews were conducted. The size
of the sample was not large enough for any statistical significance.
Interviews were conductéd to get a better feel for what actually happened
to the participating. farmer. TFarmers were asked what they planned
to do in the futdre, did they plan to participate, what input levels
would they use, what would they do with any increased income? It was
felt that through this approach the farmer would provide ingights into
the program's successes as well as failures.

Did M99 make a difference to you? All farmers responded with a

loud ves. Yes,production had been increased, or would ‘have were it
not for the typhoons that struck, Yes, income was increased though,
of course, not all shared equitably in the distribution of this income.
Farmers were asked whether the statements they made held true for other

farmer participants or no participants as well. Again, they replied yes,
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though they felt that the M99 farmer gained more than those who did not
join. Farmers already using “modern farming" methods, the respondents
said, had gained more in terms of production than those whose membership
in the M99 movement was their first exposure to the improved farming
techniques.

Farmers cited the fact that as a result of participation they
would be able in many cases to repay old debts. Home improvements
were in evidence everywhere in the barrios visited from hollow Block
houses to TV antennaes or in some cases new galvanized steel roofs.

The interviews made it clear from both farmers and others ‘that school
enroliment at all levels had increases substantially. Some farmers
reported sending their children to Manila to attend semi-exclusive
schools. -

It must be pointed out that many farmers, even those without Toans,
were reported as having been supervised by govermment production
technologists, All farmers shared higher support prices, favorable
weather conditions, and a profitable fertilizer-palay price ratio.

Will vou join the M99 program again? Many of the farmers were

surprised at the question. They would like to continue to participate
as long as they were extended loans from the banks. Some farmers
replied that their participation was only due to the high demand (and
cost) of fertilizers since they had adequate capital resources to
operate their farms. The major attraction of the prograﬁ, they reported,
was the low interest loan extended to them. Farmers expressed the wish
that loans for other enterprises, particularly broiler production or

hog fattening, be made available as_easily as the M99 loan. 'They
complained of the fact that the rural banks did not have adequate
resources to grant them loans for diversified enterprises.

Those farmers with outstanding loans expressed concern that they
would be ineligible to participate in future phases. TIn cases where
they made partial payment they were optimistic that bankers would re-
loan to them or re-structure the old debt. Though they were indebted
they felt that the liberal terms of the bank loans were the only

means of getting out of debt.
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What are your farming plans for the next season, what will wyou

plant, what inputs will vyou use? The answer to this question brought

many different responses by province but answers were generally
consistent within provinces. In Pangasinan, farmers planned to use
less of the costly fertilizers and responded that many were plamming to
return to traditional varieties of rice (BE-3, Raminad) whose long
vegetative growth stage, they felt would better resist the typhdsn

wind and rain. Of those who favored a return to traditional varieties,
farmers with irrigation indicated that they would plant a modern variety
in the dry season when the risks from typhoon damages were lessened.
When asked to explain their reasoning, these farmers mentioned that

the traditional varieties yielded as much without fertilizers, as they
had harvested this past season with the recommended input levels. The
fact that these farmers were indebted to the bank made them extermely
conscious of risk-aversion and the price of fertilizer strengthened
this position.

Nueva Ecija farmers replied that they planned to increase their
fertilizer applications. There was also some mention that these farmers
planned to return to traditional varieties im order to cut down on
fertilizer requirements (costs). ]

It is my impression that most farmers did not use the full
recormended amounts and there is no reason to believe that this practice
would change given the present higher price of fertilizers. On the
other hand, the price of fertilizer will probably dictate more
expeditious use of fertilizers (better timing of application, especlally)
by those farmers who have experienced good results. Use of inputs
will probably remain at previous use levels or decrease slightly among
farmers facing high risk or those not convinced of the efficacy of
fertilizer use. A few Nueva Fcija farmers on poor soils complained
that they needed more fertilizers than the M99 program recommended,
especially in the dry season,

Chemical use still rates high among farmers although the majority
do not practice a preventive application system

What changes should be made to improve the system? Farmers

interviewed were acutely aware of the price of fertilizer and the ratio
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of fertilizer to palay prices, The two obvious recommendations were

1) reduct the fertilizer prices to the "o0ld" level, and 2) increase the
palay support price. Many farmers felt that only by making both- the
changes would they increase their production and income.

Other farmers asked that loans for other enterprises be made
available to them and that an allowance for subsistence costs be
included in the production loan. The rainfed farmers cited. lack of
water (or water coatrol) as their principal constraint. Farmers on
irrigation canals complained of planned increases in irrigation. fees
though their particular system needed reapir to improve the service.

Some farmers complained of the technical supervision. They saw
their technicians only when making loan releases, They felt that the
technical force should be augmented sufficiently to permit the farmer
more time and individual attention in the preparation of the farm plan
as well as field supervision during planting season.

Farmers insisted that fertilizer-chemical tie-ups hindered the
program in terms of their profit and suggested fertilizer stocks should
be adequate so that there would be no delay in getting fertilizers.
Marketing palay caused no particular problem for farmers and in most
cases prices remained above government support. levels.

The Bicol studies of Dr. Lynch indicates a rank-ordering of
choices by farmers. (Table follows on page 55..)

Media Use

During the Masagana 99 Phase I and IT the Filipino farmer could not
escape the Masagapa campaign. A network of rural broadcasters were on
hand at 5:30 with half hour radio shows devoted: to the M99 effort. In
the first five months of the program some 9 million pesos of free air

time had been donated to the production program. Up to 35 spots per day

of M99 songs and jingles were aired over all major radio stationms. Prominent

billboards identified participating banks. Model farms were dotted

with signboards or neatly marked by yellow plastic flaggs—Member of M39—.
Tn some areas a new variety of rice was being dold in the retailer's binm...

Masagana 99. Everywhere the saturation was complete. Although the media's
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Rank Proportion of Number of

Development Program Order positive choices  respondents
Build more irrigation and fiood

control projects 1 .79 600
Help more farmers become landowmers 2 .66 600
More daily-wage jobs for farmers

when they are not fully

occupied with farm work 3 .61 600
More free high schools 4 .53 600
Credit for more farmers 5 .49 600
Form more Samahang Navon 6 ) 300b
Build more roads 8 -43 600
More regular bus service 8 .43 600
Form more compact farms 8 43 263b
Electricity for more towns and

barrios 10 .33 600
More family-planning clinics 11 .28 600

s

a . c s s . .

The proportion of positive choices is defined as the actual number
of times a particular program was chosen over another, divided by the
maximum possible number of times it could have been so chosen.

bRespondents who could not pass a test calling for basic understanding
of the Samahang Nayon and,a compact farm were not asked to compare these
programs with the others. (For details see No. 15 in Appendix A.)

*
F. J. Lynch, 8. J., What Rice Farmers Say they Want from the
Government. SRO Report Series #1, Dec 73.
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direct effect on production would be hard to measure, the feeling of
belonging to a unique production effort was contagious. (See Appendix
#11 for sample material.)

Whereas optimum use has been made of media for promotional purposes,
it is not clear that all resources of the government have yet been .
tapped for information and education. -

The Samahang Nayon is a case, in point where a bepginning effort
is underway 'which should have great implications for the modernization
of Filipino agriculture. As now planned it could become a formidahble
force in the mobilization of local savings and the dissemination of
agricultural technology. The Samahang Nayon's farmer training program
is proceeding with a mass adult education program for all members. The
Samahang Mayon, farmer asscciation program, is developing skills of
members to prepare them for effective participation in and management
of production and service cooperatives as well as better, more productive

farmers and .citizens.
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Section III )
A, DPAMPANGA And MASAGANA 99%

Introduction:

U.5.A.I.D. and NFAC staff conducted a follow-up study of the

N wd» S n am

Masagana 99 program in the province of Pampanga, The main objectives

of the study werea:
1. To determine the effects of the program towards increased
rice production;

2. To identify program components which would be effective in the

m m.
}

attaimment of its goal;

3. To determine the weak spots and constraints in the program;

4. To assess farmer's response and acceptance of the program.

The respondents of the study were those persons and personnel who
were directly and indirectly involved in the program, such as the
Provincial Program 0fficer, Techniclans, Farmers, Rural Banks and
Philippine National Bank, Input Dealers, Municipal Development Workers
of DLGCD, Mayors of different Municipalities, the Governor of Pampanga,
the Provincial Manager of the National Grains Authority, appliance
dealers and farms equipmemi dealers.

Nine out of the twenty-two municipalities in Pampanga which were
included in the prbgram %gre visited. These are as’follows: Bacolor,
Candaba, Guagua, Lubao, Magalang, Porac, S5an Fernando, Sta. Ana and

Santo Tomas.

o SN O m eEn W

]

% By Arturo Dancil, Agricultural Planning and Evaluation Service,
Natiomal Food and Agriculture Council of the Philippines.

[
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I, Organizgpiqg

There is a strong network of organization of Masagana 99 program
‘implementation in the province of Pampanga. The Provincial Action
Committee (PAC) headed by the Governor meets every last working day
of the month wherein progress as well as problems and constraints
encountered in the program are discussed and possible solutions to
the problem are recommended at the meeting.

Technicians were required to organize their own Municipal Action
Team wherein the Mayor acts as the Chairman and Technician Team
Leader assigned in the area as the Vice-Chairman. Problems encountered
at the field level should be solved right there and if the problems
could not be solved, the Provincial Action Committee is notified. If
it is still unsolved, the advice of the National Management Committee
is sought for.

The financing institutions participating in the program are
required to submit their report every 15th and 30th of the month for
the purpose of not delaying reports which the Management Information
Services of NFAC-BAECON-1ISAID is requiring the province to submit.

The input dealers are also required to submit fertilizer stock
position for the month. The report includes the total withdrawal of
fertilizer for the month, distributions made, numbers of farmers
served, and hectarage. This helps in counter-checking the diversion
of fertilizer inasmuch as Pampanga is also a sugar export crop producer.
. Every 30th of the month is designated as Production Technician's

‘meeting. At this time, they have to submit accomplishment report,
discuss with the groups the problems which they have encountered and
possible solutions and opinions from the group and the Provincial
Program Officer. It is also at this juncture where memoranda,
instructions and circulars coming from the Central Office as well

as the Provincial office are discussed thoroughly by the PPO and the
Rice Supervisors. In case there is an urgent instruction or visitor
coming from the Central 0ffice, a special meeting can be held with
all the technicians because they can be easily contacted through a
two-way radio comnecting all Municipalities of the province,

The efficient management of the Provincial Program Officer and his
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personnel is something to be noted. The PPO and the Rice Supervisor
are always on the lockout. Spot inspection of the technicians, Farmer-
cooperators, input dealers, banking institutions is always done, The
Rice Supervisor acts like "little PPO's" on matters and problems within

the area.

I1. Leoaning Operation
A. Eighteen (18) rural banks and Four (4) Philippine National

Banks and one (1) Agricultural Credit Administration parti-
cipating in the program.

B. Data as of October, 1974 showed that P81,403,544 has been
released for the three (3) phases of the prograﬁ. Phase I
release is 226,127,010.00; second phase is $12,824,493.00
Phase III is P42,452,041,

C. October 1974 loan repayments showed a 96% for Phase I and 91%
for the second phase and a very low repayment for Phase III
which is a typhoon damage cropping séason.

D. Due to different calamities that hit the province, a total of
P8,647,265.00 has\been restructured which includes the three
phases of the program.

IITI. Production .

The rate of production increased from 35 beﬁore Masagana 99
to 65 to 69 cavans per hectare, or an increase of 30 to 34 cavans
per hectare. The production Phase I of the program was 5.5
million cavans, Phase II 6.5 and Phase III 7.5 million cavans.

IV. Components of the Program that Tend to Increase Production

A. TFarmers have learned to avail themselves of liberalized
credit schemes of the program, wherein before they had a
hard time getting capital for their field operation.

B. They have learned to use the improved cultural practices
imparted to them by the Production Technicians.

C. They have learned to apply fertilizer and control of pest
diseases through the use of recommended chemicals for

insecticides.


http:8,647,265.00
http:P12,824,493.00
http:226,127,010.00

D. Due to the use of early maturing varieties, it is now possible
foxr them %o grow two and sometimes three crops in one year of
operation on irrigated areas. This was learned through the
extension services that the techniclans are doing. Other
supplementary factors are through reading materials distri-
buted by the different bureaus.

V. Information Given By

A, 'The Provincial Program Officer reported that:

1, The Province of Pampanga was badly hit by typhoons almost
seven times in one year reduced the rate of yield during
Phase III, but in spite of these series of typhoons, an
increase in production was noted.

2. Due to flood that carries sand, siltation occurs on some
ricefields. An overflow of the Abacan-Kitangil and the
Pasig-Potrero River which affects around seven municipa-
lities in Pampanga made rice production impossible omn
this area at present,

3. On this silted areas, multi-cropping patterns are recom-
mended. Fruits, Legumes, and melon are plénted on the
silted areas., Some farmers realized that they profit
more from this secondary crop.

4, Some farmers have shifted to feedgrain production such

as corn and sorghum since there is also a financing program

for these crops.

Action Taken by the Provincial Government:

1. There is an urgent need to construct dikes and drainage
facilities on these flood stricken areas. Seven million
pesos was appropriated and released to carry out the

project. This needs to be finished before the onset of
the rainy season.

2. There is a decrease in the number of fertilizer bags that
farmers are withdrawing. This decrease is brought about

by the increased price of fertilizer and the support

price of palay which remaine at $1.00 a kilo. The increased
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price of fertilizer is almost 100%.

A total of 2,600 units of Irwigation pumps have been
installed in the province of Pampanga since the start of
the program. This coming June, 95 units of ten~inch pumps
will be installed, which can irrigate more than 3,000
hectares, This is a joint project of the National Electri-
fication Administration-National Irrigation Administration-
Development Academy of the Philippines and the Provincial
Government.

Four Rural Banks have been tapped to dimplement the
Integrated Financing Program which will partly solve the
non-repayment of rice loans since farmers will have other
sources of income, ‘

The tenant. Emancipation Act has helped a lot of tenant
farmers. Ten thousand land certificates have been distri-
buted. At present, the average landholding is 2.6 hectares.
Strengthening the farmers activities by asking them to join
the Samahang Nayon which is one of the requirements before
a land could be granted to them and one of the medium where
improved cultural practices could be imparted.

the above-mentioned information in one way or another brought

an effect on the production performance of ocur rice program. There is

vement in the standard of living of our farmers as seen in
wing evidences: -
Farmers now can afford to send their children to school, most
of them pursue collegiate courses. '

Some can now afford to buy appliances such as radio, televi-
sion and refrigerators. )

Some farmers now own their (hand) tractor, while others own
irrigation pumps.

Farmers are not ashamed to transact business with the bank

whereas before they had to go to loan sharks and usurers.

rvey conducted by the Provincial Office last January 8, ‘1974

with business establishment purchasing power of farmers on household
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appliance, clothing, shoes, farm machinery and furniture have gone
to 1007,

B, -

“Finanding TInstitutions

The following are the recommendations given by the different
Rural Banks and Philippine National Bank branches participating in
the program;

1, Use of the same Farm Plan and Budget for those regular bank
borrowers and good creditors.

2. Addition of more government technicians to fully supervise
their farmer-cooperators,

3. Some rural banks want to hire their own technicians .and will
be working with the bank on a full-time basis which the
government technicians cannot do.

Masagana 99 is a good drive on increased rice production. Farmers

have learned how to use the banks and its good business for them.

C.

Farmers
Masagana 99 has done a lot by changing the old systems of rice
production. Changes are noticed in the use of High Yielding
Varieties, fertilizer application, use of chemical and insecti-
cides. Toans are always available at a very low interest rate.
If Masagana 99 will be phased out, the tendency of farmers
ié to go back to the old system of:
1. Getting loans from usurers and loan sharks at a very
high interest rate.
2. Getting production loans from landlord, which greatly
affect the sharing basis.
3. Going back to the old system of rice production.

Technician's Suggestions:

1. That the service fee deduction of 1 to 2% for every .loan of
the farmer be removed inasmuch as there is already a 5%
deduction for every loan released to the farmer for the
SBamahang Nayon.

2. That their area coverage be reduéed to 75 to 100 farmer-

Cooperators.
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That for every loan granted to farmers by the bank a subsis-
tence of PL00 to P200 in cash or in kind be included.

4, That all farm credit supervisors of the Philippine National
Bank be agriculture graduates.
Recémmendations:
1, That there is a2 need to increase the degree of farmers

application of the knowledge gained on improved cultural
practices,

More effort should be utilized in collecting loans repayment
for Phase III because records of loan repayments of Phase III
indicate that there is still a big balance to be collected.
To those farmers that are really damaged by typhoon, there is
a need to restructure their loans so that they can pay their
previous loans,

Masagana 9% needs to be continued inasmuch as farmers are not

yvet prepared to stand on their own feet without the assistance

" from the government, especially on the credit aspect of the

program.
A massive flood control system be implemented teo avoid heavy

damage on crops and human lives.,
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B, PANGASINAN and MASAGANA -99*

The Masagana '99 Rice Production Program in the province of

Pangasinan represents 3.45% of the target area 'of the whole ‘program.

The program during the Phases I and IT was fairly successful in terms

of increased rice production, Farmers -experienced better net income

and banks financing the program had fairly good loan repayments. However,
the advent of several destructive typhoons during Phase ITI have caused
-considerable crop damage so that farmer-borrowers at most are .able to
make partial payment of their loans and in extreme cases are unable

to pay at all.

As the Program progress towards Phase IV, fertilizer prices
increased as much as 75% while palay prices increased only from P45.00 to
$50.00 per cavan. With this as background what are the prospects of
this program in developing an institution wherein it becomes self—
sustaining without full govermment support and prompting? Were linkages
which developed between farmer-borrower, financing institutions, .and
govermment technicians developed during Phases T and II firm .enough to
withstand present apparent difficulties due to low repayment? Was enough
goodwill, confidence and trust generated between segments in fhe program
which still manage to keep the program moving?

The development of a favorable relationship between the different
segments in the program, particularly between the farmer .and the banks,
depends on several factors., These factors include: Social values in the
community, potentialities of the area, efficiency and production capacity
of the farmers in the area and the attitude of the bank and the farmers
towards each other.

The rice producing areas in the province may be grouped into ‘those
areas which are well irrigated both during the 'went and dry months. These
are represented by the areas financed by the Rural Banks of Mangatarem,
Asingan, Binalonén and Lingayen P.N.B. The other portions are those with

intermittent irrigation and rainfed areas that can grow rice only during

* By Manuel de Lieon -~ Agricultural Program Evdluation Service, National
Food and Agriculture Council of the Philippines.
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the wet season. These areas are represented by those financed by the
Rural Banks of Calasiao, Kaluyagan, Lingayen and P.N.B. Dagupan.

Banks in the first group (financing irrigated areas) are optimistic
in spite of the setbacks experienced, They are slowly phasing out their
collateral~oriented loaning towards supervised credit financing, Barring

force majeure, with the continued goodwill they have tried to develop

with the farmers, and by increasing of savings deposit in their banks
they feel that they may be able to continue on their own in the near
future. The increased income brought about by Phase I and IT has also
increased the -volume of short term loans of small traders thus also
increasing their bank income from these sources.

Farmers in fully irrigated areas because of good yields in
Phases I and II were able to improve their living conditioms. This is
indicated by their being able to afford to send their children to school
and through college, improve their dwellings and enable them to buy some
furniture, radios and other appliances. A farmer interviewed in
Mangatarem stated that inspite of having a very poor production he is
still paying part of his loan in order to maintain the confidence of the
bank. That by partial payment of his loan the Bank will still extend
him loans so that these will be sufficient for fertilizers and insecti-
cides and other farm chemicals. He further stated without the Masagana
program he will still be in debt to "loan sharks" and "would not be able
to send his son to college in Manila". He sadid that because of these
circumstances he will now do his own plowing and his children who are
in school can help him in other routine farm work during weekends.
Because of crop failure during Phase III a group of farmers interviewed
in Asingan and Binalonan reported they were thinking of planting local
varieties which need less fertilizers and have longer vegetative growth
stages so that they flower during the months free from typhoons.
However, during the dry season they plan to stick to the high yielding
varieties because of their better yield potential. Many of the farmers
in these areas are now on lease basis so that they are enjoying results
of their efforts to increase production.

Banks financing intermittently irrigated and rainfed areas, where
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only a single cxop of rice can be grown are still not very truly convinced
of .the merits of “supervised credit" system. They feel that the farmers
in their areas are not yet prepared for thils credit scheme, One bank
manager stated that in their area it will still take time for farmers
to change their attitudes towards proper loan utilization and prompt
repayment, Some bank managers feel that farmer's attitudes on loans
will be conditioned by his productivity. To insure better income for
farmers in their areas so they can recover more quickly from the setbacks
experienced in Phase III, some banks are extending production loans for
peanut and mungo production. These crops are also "supervised credit."
They are also extending loans on hog fattening and poultry produection.
Interviews with farmers in these partially irrigated and rainfed
areas revealed that most of them are still share tenants. This sharing
system is split 50-50 after subtracting the cost of inputs and other
expenses. Agrarian reform has not yet been implemented in these areas
because landownership is well below 7 hectares, Farmers cultivating
above one hectare usually have two or even three landlords., With this
sharing system it seems that the farmers are not yet able to enjoy the
better part of the increased production brought about by the M99 program.
However, with the banks trying their best to reorient farmers attitudes,
helping them to be more productive by expanding loans, and the zeal shown
by production technicians in improving farm technology, it is hoped that
the farmers may be able to increase their income and may soon enjoy the

increased benefits due to the Masagana Rice Production Program.
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*.Cy NUEVA ECTJA*
Some Observatipns Relating to the Masagana 99 Program

Farmers

Reasons for Joining the Program

The Masagana rice production program has provided farmer-
cooperators production loans without collateral at low interest
rates (127 per annum), This was primarily one of the reasons
farmers joined the program. Other reasons -included: acquiring
fertilizer at subsidized prices and availing of production techni-
cians advice on new methods of improved cultural practices omn rice
production.

Nueva Ecija was one of the pilot provinces for land reform.
Most of the farmers have been awarded land transfer certificates and
if not, tenure status has at-least been changed from the tenancy system
to the leasehold system. Most farmers in Nueva Ecija are leasee and
the rest are share-tenant, owner-operator, part owner or lease/tenant.

With the change of tenure status, farmers were weaned from the
financial support of the landlords and were left on their owm to
finance their farms operations. Ar an average of 2.5 hectares per
farmer, the cost of production involves considerable amounts of money
that a farmer of Nueva Ecija with his present status could not afford.

Before Masagana 99, the usual sources of credit for farmers were
the landlords, relative, millers, input dealers, or other private money
lending individuals who usually extend credit at very high rates of
interest. That is why most of the farmers interviewed have shown deep
regard for the loans extended to them by the Masagana 99 system.
Farmers of Nueva Ecija who have suffered crop failures, for fear of
losing credibility with the bank, even go to the extent of selling some
animals or livestock just to pay M-99 loans. If M-99 loans were stopped,

they said, they will try to revert to borrowing from the usual money

# By Mario Tombong, Agricultural Program Evaluation Service, National
Food and Agricultural Council of the Philippines.
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lenders or plant traditional varieties which do not require the use of
fertilizers and chemicals, They would probably not go back to their
landlord,

Increased Income of Farmers

Increased production was noted among farmers who joined the M~99
pregram. Yields almost doubled or tripled from previous harvests before
Masagana 99 under normal conditions. This was attributed to increased
use of fertilizers, chemicals, use of high yielding varieties and
application of the new method of agricultural practices.

Increased income of farmers was indicated by increased expenditures
for food, clothing and education. Special items such as appliances,
furniture, farm equipments, repayments of o0ld loans and home improve-
ments were noted,

However, as regards to production costs, only a few farmers were
noted to have enough savings for such purpose, The majority of the
farmers are totally dependent on the production loans extended by the
lending dinstitutions under the Masagana 99 program.

Problems/Recommendations of Farmers

1. Subsistence. TFarmers who depend totally omn rice farming have
been encountering problems on subsistence. Though farmers have acquired
loans from M-99, some still go to outside money lenders for subsistence.
Farmers have suggested including cost of subsistence in the farm plan
and budget.

2. Increased prices of fertilizer and low buying price of palay.
Farmers have indicated some complaints on this. Net income of farmers
were reduced due to high cost of fertilizers, chemicals, labor and other
cost of production. This was suggested to more or less lessen the gap
of the prices of fertilizers and other costs of inputs and the cost of
palay.

3. Inadequate fertilizer alloecation. The six (6) bags of ferti-
lizer per hectare allocation is inadequate, they said. Farmers through
their own expe%ience still need at least 8 or 9 bags per hectare during

the palagad (dry season) cropping.
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Marketing of Produce

Farmers have not indicated problems regarding marketing of palay.
They usually bring their palay to private traders or private traders go
to the farm to purchase palay. It was further noted that the ex-farm
prices of palay rarely goes below the price support of the government.
However, farmers still complain of the palay price as compared to the
new price of fertilizer.

Production Technicians

Coverage
The average number of farmers supervised ranges from 150-300

farmers per production technician. This workload is rather too much
for efficient supervision of farmer—cooperators., This does not include
non-participants (farmers without loans) who also need supervision.

Assistance extended to farmers

The most important type of assistance given by production
technicians under the M-99 program was the preparation of the farm
plans and budgets for loan acquisition. Other assistance included
the expediting of the acquisition of needed inputs such as fertilizers
and chemicals and recommended high yielding variety seeds.

Farmers have noted that production technicians were indispensible
to the program. Advice on the new/improved practices of rice culture
was primarily provided by production technicians and secondly from
other neighbor farmers. These practices included the proper identifica-
tion of plant pests, diseases and their control, proper use of plant
protection chemicals and fertilizers and advice on the marketing of
palay. )

Production Technicians Preparations/Background

Basically, production technicians are agriculture graduates
and have undergone some type of training. Training was mostly on
rice production, plant pest and disease contrel, supervised credit
and technicians development.

Production Technicians Mobility

Since the area of supervision/coverage of production technicians
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is very wide, mobility of technicians is still considered the foremost
problem to be solved, §Some technicians have availed of transportation
facilities such as the motorecycle extended by NFAC thru the Special
Vehicle Loan Fund, This mobillity should be encouraged among RB
technicians also.

Recommended Changes by Production Teéhnicians

Reports have indicated that production technicians have some
tecommendations to Improve the Masagana 99 system. Above all the
following were:

1. Making inputs available on time at rather lower rates.

2, Transportation facilities for technicians should be provided.

3. Irrigation facilities to be tied up with the planning and

programming of planting cycles.,
Banks
Credit Agencies Involvement in M-99
1. Rural Banks (RB) )
2. Philippine National Bank (PNB)

3. Agricultural Credit Administration (ACA)

To reach as many farmer-~cooperators as possible the Rural Bank, PNB
and the ACA were tapped for financing the program. Special‘Time Deposits
(STD) were provided to the RB by the Central Bank. These two (2) lending
institution was supplemented by the Philippine National Bank.

Bank Extent of Participation in the Program

It was gathered from banks visited that the extent of participation
in M-99 as against banks total investment were:

Rural Bank - ranges from 4.4% to 75%

Philippine National Bank branches ~ ranges up to 75%

No inquiries were made of the ACA.
Repayments

Rural Banks and Philippine National Banks have registered good
repayment rates in the OPAL, Phase I and Phase II operation. Phase IIL
however has a very low repayment rates. This is due to.series of cala-
mities that hit the province.

The rural banks of Gapan and Cabiac, however, have good repayments
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for Phase III, 72% and 65% respectively. (As of Jan, 27, 1975), No’
information gathered indicated earlier harvest among these farmers who
thus avoided heavy crop losses,

Reasons 'for good repayment rates

Some of the good reascus were:

1. Good coordination and cooperation of the municipal mayors, barrio
captains and production technicians;

2, Established good rapport of bankers and technicians with the
farmer:

3. Good management by bankers. Internal evaluation of reports/
situations are being done by some managers and this makes it easy to
take necessary actions.

Problems encountered by Lending institutions:

1. TIn the first phase of M-99, difficulty in the formation of
seldas was due to the reluctance of farmers to joint liability (farmers
generally don't trust each other).

2, Lack of personnel to manage the program, since technicians had
too much paper work.

3. Rotating assignments of production technician's brought about
problems of collections.

4, Payments of guaranteed loans from the Land Bank is very slow.

Suggestions/Recommendations from Banks

1. Increase number of production technicians and lessen paper work.

2. Avodid rotation of technician's assignments.

3. Closer coordination between technicians and lending institution.

4. Additional loans for subsistence and other related expenses
during the cropping .season.

5. Banks to extend integrated financing with only one (1) loan
document.

6. That Central Bank give more lee-way regarding rediscounting.

7. For banks who have established close rapport among farmers to
do away with selda system to facilitate loaning operation,

8. The management committee to meet with rural bank managers to
discuss matters related to field operations of the banks in order for

some policies to be more flexible.
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Appendix 1

PRIMARY CONTACTS.

Arturo Tanco, Secretary of Agriculture

Jose Drilon, Under Secretary of Agriculture ° )

Domingo Panganiban Director, National Food and Agriculture Council

Eduardo Quisumbing, Deputy Director, Hational Food and Agriculture Council
Virgillo Carangal, Assistant Director, National Food and Agroculture Council
H. V. Castillo, Acting Director, Bureau of Agricultural Economics

Honesto Jimenes, Director, Central Bank Dept. of Rural Banks

Zosimo Q. Topacio, Deputy Director, Central Bank Dept. of Rural Banks
Manuel V. Soliven, Vice President, Philippine National Bank

Mauro Amutan, Director, Evaluation, NFAC

Dr. J. Peesi, Director Plans NFAC

Rosendo Marquez, Under Secretary, Dept. of Local Government & Community
Developnent

Orlay Sacay, Under Secretary, Dept. of Local Government & Community Development

Marcelino Cosio, Director Plans, Department of Local Government and Community
Development

R. P. Bipamira, President, Green Revolution
Sixto Roxas, President, Bancom

Ben Villavicencio, Director External 0Office, National Economic Development
Agency

Ida Librero, Director, Fhilippine Council on Agricultural Research
Gelia Casgtillo, University Phillippine, Los Banos
Ernesto Barientos Univ. Philippine, Los Banos

R. M. Torres, Uaiv, Philippine,Los Banos

Mary Hollensteiner, Institute of Philippine Culture
Frank Lynch, S. J.,Institute of Philippine Culture
Thomas Nibloeck, Divector USAID

John Hummon, Deputy Director USAID

Frank Sheppard, Ag Chief, USAID

Don Mitchell, Acting Ag Chief, USAID

Norm Ulsaker, Agr. USAID

Ken Smith, Agr USAID
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PRIMARY CONTACTS (Continued)

Kgith Sherper, Agr USAID

Reeshon Feuer, Agr USAID

Louis Gleek, Agr USATD

Ray Cohen,Prog. Off. USAID

Paul Groves, Asst Prog Qff USAID

Dick Delanecy,Asst Prog Off USATD

Dennis Chandler, AID/W

Dave Christianson, AID/W

Robert Morrow, AID/W

Glenn Samson, Agriculture Attache

G. E. Deariso, Asst. Agriculture, Attache

Randoiph Barker, International Rice Research Institute
Robert Herdt, International Rice Research Institute
Eugene Ross, International Rice Research Institute
Lawrence Darrah, Special Studies, Dept. of Agriculture
Harry\Oshima, Rockefeller Foundation

Brent Ashabrenmer, Ford Foundation

Theodore Chobanian, Asian Development Bank

R. W. Rosskelly, International Institute for Rural Reconstruction
Claudio Gonzalez-Vega, Stanford University

Dale Adams, Stanford University
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A ’ GLOSSARY

Participating Agencies/Parties

USAID - United States Agency For Intermational Development
NEDA - National Economic Development Authority
NFAC - National Food and Agricultural Council
BPT - Bureau of Plant Industry '
BAE - Bureau of Agricultural Extensdion
CB - Centrgl Bank of the Philippines
a. DRBSLA - Department of Rural Banks and Savings and
Loan Asscciations
b. DLC - Department of Loans and Credit
RBAP - Rural Bankers Association of the Philippines
PNB - Philippine Natiomal Bank

ACA - Agricultural Credit Administration

NIA -~ National Irrigation Administration

NGA - National Grains Authority

NGA - AWM - National Grains Authority Agent Warehouse — Miller
FIP -~ Fertilizer Imnstitute of the Philippines

FIA - TFertilizer Industry Authority

APTP - Agricultural Pesticide Institute of the Philippines

UPCA - College of Agriculture, University of the Philippines

IRRI - International Rice Research Institute

Dealers — fertilizer and pesticides dealers designated by FIP

and APIP to serve the farmer-borrowers.

PO — Provincial Program Qfficer - the chief executive officer of the
NFAC at the provinecial Jevel.

PT - Production Technician - the field representative of the NFAC
assigned to the participating rural bank to give technical
guidance to rice farmers throughout the duration of the
program.

PAC ~ Provincial Action Committee - the implementing committee at

the privincial level.

MAT - Municipal Action Team - the implementing arm at the municipal

level.

Terms

1. Supervised Farm Credit - A system of lending that includes the
provision of technical services to farmer-borrowers to ensure that
the borrower adopts, with the help of the loan granted to him,
recommended practices designed to increase his productivity and
income.

2. Central Luzon -~ The area composed of theprovinces of Bataan,.
Bulacan, Nueva Ecija, Pampanga, Pangasinan, Tarlac and Zambales.

%
Sycip, Gorres, Velayo. Report on Masagana 99, Dec. 73
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10.

GLOSSARY (Continued)

Farmer-cooperator - A rice farmer who meets the following regquire-
ments:

a. He is engaged in rice production.

b. He is ready to commit to (1) use certified HYV seeds, (2) follow
the practices prescribed by the production technician (PT),
(3) obtain the chits from the attending PT/RB technician and
procure the inputs at the dealer on outlet indicated, and
transport same to his farm, (4) apply the inputs at the time
and in the manner specified by the PT/RB technician, (5) deposit
agreed quantity of palay-produce at the warehouse indicated
in the promissory note, and (6) pay prescribed irrigation fees.

Farmer-borrower — A qualified farmer-cooperator who avails of
loans under the Program and is willing to abide by its rules and
regulations.

"Damayan" or "Selda" - A group of 5 to 15 farmer-borrowers who
cultivate a compact farm area and are usually related by blood

or marriage. The members of the group are jointly and severally
liable for any loan or loans obtained by any member from the rural
bank under the Program. .

HYVs - High Yielding Variety Seeds - Any of the following variety
of seeds: IR2C, C-4-63, C-4-63G, C~4-137, C-12 and BPI-76-1.

"Certified" Seeds — Registered HYV seeds produced under full
supervision from planting to harvesting by the see inspectors of
the Bureau of Flant Industry (BPI). Such seeds are 98% pure.

"Good" or "Emergency" Seeds - These are second generation
"certified" seeds and are about 92% pure.

Special Time Deposit (STD) - The form in which funds are released
by Central Bank Department of Rural Banks and Savings and Loan
Associations to participating rural banks for their loaning
operations under the Program.

Production Loans — Loans granted to farmers under the Program
amounting to a2 maximum of P700 per hectare (F900 per hectare

in Laguna). A production loan consists of a "cash portion" not
exceeding P320 per hectare and an "input portiorn" of not over

P per hectare, consisting of fertilizer, herbicides and pesticides.
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12.

GLOSSARY (Continued)

Chit - A purchase order used to request dealers to Issue 'indicated
input items, consisting of fertilizer, herbicides and pesticides,

to farmer~borrowers at "socialized"™ or reduced prices. Chits are

good only for five days unless they are revalidated by PT and

RB or PNB.

FPB - Farm Plan and Budget — A budget prepared by the PT together
with the farmer-—cooperator to recommend the improved farm practices
and. plan the application of inputs.
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%
AGENCIES AND THEIR RESPONSIBILITIES

The various implementing agencies/entities and their principal

responsibilities as detailed in the implementing guidelines for the

"Masagana 99" Accelerated Rice Production Program are as follows:

z .
B.

L

¥ational Food and Agricultural Council (NFAC)

1.

9.

Deposit funds with the Central Bank-Department of Rural Banks
and Savings and Loans Association (CBDRBSLA) to be utilized for
Special Time Deposits (STDs) with the rural banks and the

PNB.

Prepare plans for the Program jointly with the participating
agencies.

Execute and coordinate the Program through its existing field
organizations. -

Plan and lead the information drive of the Program.
Provide portion of the operating cost.
Provide some of the key supervisory personnel.

Provide technicians coming from the Bureau of Agricultural
Extension (BAE) and the Bureau of Plant Industry (BPI).

Facilitate the acquisition by the production technicians
of motorcycles under the Special Vehicle Loan Fund to improve
their mobility.

Assist PNB and rural banks in the collection of loans.

Central Bank of the Philippines (CB)

a.

Department of Rural Banks and Savings and Loans Association

(DRBSLA)

1) Administer the funds intended for loaning by participating
rural banks and the PNB under the Program and continue and
abide by the reimbursement and reporting procedures embodied
under "Operation Palagad 1973 ng Bagong Lipunam".

2) Provide key sueprvisory personnel.

[

% Sycip, Gorres, Velayo. Report on Masagana 99, Dec '73.
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b.

3) Participate actively in the information drive of the
Program.

- 4) Participate actively in the implementation of the Program

through a representative to the Program Management Committee
(pMC) .

5) Simplify loaning procedures.aimed at the smooth and speedy
operation of the supervised credit scheme.

6) Encourage more rural banks to participate in the Program.

Department of Loans and Credit (DLC)

1) Rediscount at 100% of outstanding balance all eligible
papers under supervised credit at a preferential rate of
not more than 3% interest per annum for PNB and RB loans
granted under the Program. A maximum rebate of 27 per
annum shall be allowed for rediscounted loans.

Rural Bankers Association of the Philippines (RBAP)

4.

1.

Encourage more rural banks to participate in the Program.

Assist in informing rural banks on the operating procedures
of the Program.

Assist in simplifying and expediting procedures aimed at the
smooth and speedy operation of the supervised credit scheme.

Participate actively in the implementation of the Program
through its representative to the PMC.

Rural Banks

Provide production loans to farmer-cooperators and abide by the
reimburgement and reporting procedures embodied under the
"Operation Palagad 1973 ng Bagoang Lipunah".

Arrange, whenever feasible, credit and marketing tie-ups with
NGA Agent Warehouse-Millers (NGA-AWMs) or bonded warehouses

of their choice.

Supply NGA-AWMs and bonded warehouses in their areas with a
list of farmer-borrowers under the Program.

Undertake the principal responsibility in the collection of
the loans with the help of the production technicians.

84

]
M
[*s \J

¥



DN A e

WE M O WD IN EE v B NN 0N BN B e W

G

L)

E.

G.

Philippine National Bank (PNB)

1,

2.

Set up the counterpart funds for STDs provided by CBDRESLA.

Provide production loans to farmer-cooperators to complement

loaning operations of the rural banks and abide by the reimbursement

and reporting procedures embodied under the "Operation Palagad
1973 ng Bagong Libunam".

Participate actively in the information drive of the Program.

Participate actively in the implementation of the Program through
its representative to the PMC.

Arrange, whenever feasible, credit and marketing tie-ups with
NGA~AWMs or bonded warehouses of its choice.

Supply NGA-AWMs and bonded warehouses in their areas with a
list of farmer~borrowers under the Program.

Undertake the principal respoansibility in the collection of
loans with the help of the production technicians.

Agricultural Credit Administration (ACA)

€

5.

Provide production loans either to organized groups of farmer-
cooperators or through operating Farmers Cooperatives (FCs) and
abide by the reimbursement and reporting procedures embodied
under the "Operation Palagad 1973 ng Bagong Lipunam".

Participate actively in the information drive of the Program.

-

Participate actively in the implementation of the Program through
its representative to the PMC.

Arrange, whenever feasible, credit and marketing tie~ups with
NGA-AWMs.

Undertake the principal responsibility in the collection of
the loans with the help of the production technicians.

United States Agency for International Development (USAID)

1.

Extend the period covered by the Accelerated Rice Production
Program under Project No. 492-11-995-255 Project Agreecment
DR-73-010 (popularly known as "Operation Palagad 1973 ng

Bagong Lipunan') to cover the original nine(9) calamity-stricken
provinces in Central Luzon, including Rizal and Laguna, all in
accordance with the aforementioned agreement, as may be amended.
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Provide funds to defray part of the necessary operational cost,
including that for the printing of supervised credit loan forms,
chits (Purchase Order and '"Masagana 99" informative materials.

Participate actively in the implementation of the Program through
its representative to the PMC,

Provide services for independent auditing of procurement and
application of inputs by farmers, as well as inspection and
sampling for technical and chemical analysis of the commodity
inputs,

Provide a Project Officer to assist the designated chairman of
the PMC and such other necessary technical assistance as is
available.

National Irrigation Administration (NIA)

1.

2.

3.

4.

Pinpoint the exact areas which could be supplied irrigation
water during the program period.

Provide the necessary fieldmen to work with the NFAC production
technician in selecting the prospective farmer-cooperators.

Supply the list of farmers in the areas expected to be irrigated,
from among whom the prospective farmer-cooperators (farmer-—
recipients) will be selected.

Supply irrigation water to the farmers' fields on pre-arranged
schedules of water releases.

National Grains Authority (NGA)

i,

Within the limits of financial capabilities of the NGA, provide
marketing support to farmer-cooperators through its price support
program (including establishing storage facilities and/or buying
stations in areas where NGA-AWMs or bonded warehouses are not
available).

Supply Management Committee with a list of NGA-AWMs and bonded
warehouses for distribution to the rural banks and PNB branches/
agencies and to the PAC and MAT.

Participate actively in the information drive of the Program.

Participate actively in the implementation of the Program through
its representative to the PMC.
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Participating -Members of the- Fertilizer -Institute of the Philippines

(FIP) and the Agricultural Pesticide Institute of the Philippinés (APIP)

1.

Supply the fertilizers, pesticides and herbicides through their
dealers/outlets in the municipalities and barrios at standardized
prices and in the amounts required at the time and place indicated
(socialized prices in case of fertilizers and reduced prices for
pesticides and herbicides). Allocation of commodities for member-
firms/suppliers will be an internal matter with them.

Supply a list of all their dealers/outlets (complete with addresses),
who will serve the farmer-cooperators, indicating the available
commodities, together with three specimen signatures of each

dealer (ome copy to the PMC-USAID CBDRBSLA). Existing dealers/
outlets presently servicing the locality shall be allowed to .
participate under the Program if they sell their products at

the soecialized prices prevailing in the locality and if they

submit their products for analysis.

Provide their dealers with a written designation certifying to
their being accredited dealers in the Program,

Supply a list of grade standardization for quantity and quality
on all commodities (one copy each to USAID and PMC; see to it
that bags and containers of inputs are properly labeled as to
their chemical composition).

Assist in the information drive of the Program.

Participate actively in the implementation of the Program through
its representative to the PMC.

National Economic and Development Authority (NEDA)

Provide the necessary funds support.

College Agriculture, U.P. and International Rice Research Institute

(UPCA and IRRI).

1.

2.

Assist in the preparation of informative materials,

Assist in providing technical guidance in the application of the
package of technology in the field.

Assist in providing the necessary seed materials of HYVs.

Put up micro-kits for demonstration to selected farmer-
cooperators and serve as source of seeds of the newer varieties.

Conduct cooperative trial with BPI and Bureau of Soils.
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Appendix 5

INTERVIEW GUIDES

A, TECHNICIAN CHECKLIST

Objective; Can he cover ground? Is he adequately prepared? (his views

1.

of other agencies, Mas. 99, banks, etc,)

Is Masagana 99 making a difference in rice production in the
Philiipines?

Can vou give your farmers enough help to increase their yields? If
not what is helping them? ’

Are the banks giving credit properly and in enough amounts? Too much?
Tied with dinputs or market?

Are your salary and allowances adequate? Will he tell us what they
are in detail?

How would wyou improve the system? (What's wrong with it?)

B. FARMER CHECKLIST

Objective: Information re changes in his life style; practices,

real income, effectiveness of services from banks and
technicians. (assuming ability to talk and think din
future rather than past)
What are your crop plans? MVs type, fertilizer, herbicide, in-
secticide, ground preparation, cultivation, labor arrangements,
credit, sale and disposal of crop?
Advice or guidance from whom on above?

Expand on credit subject referring to past.

Expand on crop sale and disposal referring to past. What have you
done with increased income - if stated or if evident?

What difference has Masagana 99 made? (to you)
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C. BANKER CHECKLEST
Objective; TIs the Masagana 99 business profitable enough to continue
lending to small farmers?
1. How much of your business is Masagna 997 By number of loans and peses.

2. Are you lending to all farmers in your area who want to borrow for
Masagana 997

3. What are your repayment rates? How much of this is restructured?
4. Explain the repayment rate -~ either the abnornal highs or delinquencies.

5. How would you improve the system? (What's wrong with it?)
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Appendix 6
2nd Draft: DIifinslar:ii;z
AD/AD 2714175

. HEMORANDU

TO 2 Mr. Honeste Francisco, Director
Departmant of Rural Banks Savings and Loan Assoc,
Central Bauk of the Philippines, Manila

FROM

*0

Douglas L. Tinsler, USAID Project Representative, Bicol
River Basin Development Trogram

SUBY : Impact of DRB/IERD Credit Program on Rural Bank Profitabilicy

The attached fimancial rate of return (FRR) analysis of selected
rural banks was calculated to determine the impact of the DRB/IERD
credit pregram on the profitability of participating rural banks.

. Twenty~two rural banks were analyzed. Of the sample, sixteen parti-
cipated in the IBRD program vhile six banks did not participate in the

XERD program.

The study 18 the collaborative result of the Department of Rural
Banks, particularly Mrs. Reyes and her staff, Col. Mangonon of the

Department of Agriculture and Natural Resources Computer Center,

Hr. Tabing of the Bicol River Basin Program, Mrs. Gail Lacy and Mr. liovell

Ropson of the U, S. Peace Corps, Dr. Richard Phillips of Kansas State

University and USAID.

The compufer was programmed to calculéte the financial rate of
return to equity capital after depreciation, taxes and interest pay--
wments rather than the return to total rual bank equity which includes,
in additior to private equity, government equity in the form of non-

voting preferred stock.
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For each bank the FRR has been calculated under four different
alternative situations as listed below:
Alternative 1 - Base Case: Incoms from IIRD raeleans included.
All expenses included.
Alternative 2 - Reduced Exzpense: Income from IBRD reloans
included, other expenses excluded.
Alternative 3 -~ Without IBRD: Iacome from reloans excluded.
All expenses included.
Alternative 4 - #2 and #3 combined: Incoms from reloans
- excluded. ‘™Other Expenses" excluded.
By comparing Alternative 1 (the "with" case) with Alternative 3
(the "without" case) the impact of the DRB/IDRD credit program on

rural bank profitability was ascertained. “The results are presented

in Table X.
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Bural Bank Financial Rate of Return
"ith" and “Without" DREB/ILAD Credit Program

TABLE 1

1.30

Alternagive 1

Alternative 3 Ilat Differcnce

BANK Uith IRAD Uithout INAD (I~ 11D
RB-019-4R 19.6 -= 3.0 + 22,6
RB~020-WR 20.0 13.0 + 7.0
RB-021-% il.4 10.0 + 1.4
RB-023-WB 19.6 13.9 + .7
RB-025~113 3.6 0.3 + 3.3
EB~026-UB 22.7 21.2 4+ 1.5
RB~-027-1/3 14.4 12.3 4+ 2.1
RB-023~WB 23.9 21.7 + 7.2
RR-0Z9-4B 18.2 No IBRD lending H.A.
EB~030~/3 2.0 oo " K.,
RE=030-¥W5B 21.7 1.9 2.8
RB-032-IB 23.0 6.2 16.8
RB=-033-WR 6.4 LR 2.0G
RE~034-U8 16.4 10.6 3.8
RB-035-1i3 6.9 Ho IERD lending HeAe
RB-036-U3 9,9 woon " H.A,

" RB=-037-VB 8.7 1.2 8.5
kB-033-1B 9.7 No TERD lending .4,
RB-039~-4B 18.6 2.3 156.3
RB=C40=UB 8.7 No 122D lending Wb

The average difference in the financisl rate of raturn, ™with®

and "without" IBRD lending, for the 16 banks which participated in the

DRB/IERD credit program 15 7.3%.

|'
r
'..l
-

The rate of return for the “without" case for each participating I

bank is understated since the cost of the IBRD program could not be

gsegregated from the overall costs of the vural bank and were consequently I

fncluded in the "without" ¢ase calculations. Tharefore, the net incremental .

financial rate of return for the rural banks participating in the IERD .

ERAS

program, as pregsented in Table I, is somewhat overstated, but

nonetheless, it provides a useful approximation of the impact of the
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In the case of alternatives 2 and &, the basic "r1eh! and "rithout"
analysis for the IBRD program was calculated. 1In addition to this basic
analysis, anothexr consideration was introduced into the egquation. It was
noted that the "other expense® item found on rural bank financizl state-
ment was very larpge, often totaling as much as 25% of net income. Upon
inquiry, we were lead to understand that "other expenses" iucluded among
other things, the per diems, allouan;es and misceilancous costs of the
Directors and cofficers of the bank. Since rural bavks are largely fanlly
owned corporations, “other expenses" wmay constitutoe a higher percentage
of total costs than is customary for commercial banks,

The with/without test applied in this particular model represents

the extrems case which assuwes 1002 of the other expenses were not in~

cludad in the banks' operating costs, when in fact, perhaps only a por=

tion should have been #3 deleted. As expected, the average difference
between the FRR for banks undexr this alternative improved (8.3%) over
the fiyrst alternative which simply measured tha net FRR increment with

aud without the XIBRD program.
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TABIE

1x

Alternative 2

Alternative 4

Rural Bank Wwith InRD/ Uithout IDRDS Het Difference
No. Without Other Without Other (2 = 4)
Ixpansesg Lxpenses
019 28 3 + 25
020 33 30 + 8
021 15 14 + 1
022 33 17 + 16
023 25 24 + 1
024 23 21 + 7.
025 22 17 + 5
026 54 52 + 2
027 28 25 + 3
028 47 39 + 8
029 N.A. R.A. -
030 NcAo N.Al -
031 10 7 + 3
032 36 19 + 17
033 13 10 + 3
034 24 18 + 6
035 - - -
036 - - -
037 17 8 + 9
033 - - -
039 29 11 4 19
040 - - 33
TABIE II :
Without]
With IPRD 152
Group ¥ 1 2 3 4
# of Banks in group 5 5 6 6
% IBRD participation in
total Incomg 39=20 =5 4-1 0~-0
Average FRR 17.4 14.5 15.3 7.2
Average increment FRR
{with and without IBRD) 15.5 4.7 2.7 -
Average annual income £208,000 1 £119,000 | P274,000 | #75,000
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Pinally, in Table IXX rural banks have becen grouped uccording
to the percentage contribution of ITRD lending to tetal rural bank
income. In this case, ;he banks could ba grouped into four éistinct
categories:

- those with between 20-397% of total bank income derxived

from IERD lending

= thoge with between 5-%% of total bank incoms derived from

IERD lending
- those with between 1-4% of total bank income derived from
IIRY lending

- those with no income derived from IERD lending

The data suggesc-a peaitive relationship between average FRR
and the percentage of {ncome derived from IBRD lending. %his positive
relationship #a 18 e¢ven moxe apperent vhen the average incroment fo
¥ER Yeith*" and "without®™ the IBRD eredit program is compared with ﬁhe-
percentage of income derived from IFRD lending. Finally, the average

FRR also appears to be positively correlated with average annual inconz.
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Appendix 7

SOURCE, AMOUNT AND PURPOSE OF LOANS BY TENURE, 335 RICE FARMS,
CENTRAL LUZON, PHILIPPINES, 1973

3

-

£

g

Tenure
Share- - Ovmer- Part— - Lease-
Source/purpose Leasee tenant operator owner tenant Total
Public sources: Pesos
Production 183,766 49,881 30,047 29,960 8,810 302,464
Non-production 2,000 - 3,000 - — 3,000
Sub~Total 185,766 49,881 33,047 29,960 8,810 307,464
Private sources:
Production 49,583 28,923 5,402 2,300 2,142 88,350
Non—production 56,661 18,844 10,195 100 - 85,800
Sub-Total 106,244 47,767 15,597 2,400 2,142 174,150
Total 292,010 97,648 48,644 32,360 10,952 481,614
Percent
Public sources:
Production 63 51 62 93 80 63
Non-production 1 - ) - - 1
Sub-Total 64 51 68 93 80 64
Private sources:
Preoduction 17 30 11 7 20 18
Non—-preduction 19 19 21 % - 18
Sub-Total 36 49 32 7 20 36
Total 100 100 100 100 100 . 100

*Less than 0.5 percent.

il

June 1974.

b s 1 aak

— o
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Appendix 8

AMOUNT OF INTEREST PAID BY TENURE, SOURCE AND PURPOSE OF LOANS,
335 RICE FARMERS, CENTRAL LUZON, PHILIPPINES, 1973

]
J Tenure Total
~ Share- Cwner— Part-— Lease- or
* Ttem Leasee tenant operator OWDET tenant average

Amount of interest
paid for the period:
Public sources:

E Pesos

Production 16,342 3,740 3,213 2,606 608 25,509
Non-production 900 - 780 - - 1,680
Sub-Total 17,242 3,740 3,993 2,606 608 28,189
Private Sources:
Production 5,914 2,886 332 12 306 9,440
l Non-production 10, 966 3,032 912 - - 14,910
Sub-Total 16,880 5,981 1,234 12 306 . 24,350
All sources:
Production 22,256 6,626 3,535 2,618 914 35,949
Non-production 11,3866 3,032 1,692 - - 16,690
i Total 34,122 9,658 5,227 2,618 914 52,539
Percent
l Equivalent annual
interest rate:
Public sources:
i Production
) High 14 20 12 12 14 20
Low 8 8 8 8 12 8
Average 12 12, 12 12 12 12
l Non-Production '
Average 9 - i2 - - 19
Private sources: - :
E Production ’
High 330 60 30 12 163 330
Low 0 0 0 0 20 0
i Average 21 17 10 12 43 19
Non-preduction .
) High o181 150 40 - - 181
Low 0 0 o] - - 0
Average 30 26 10 - - 27

J. M. Manto, R. D. Torres, SOURCES AND COST OF CREDIT TO RICE FARMERS IN CENTRAL
) LUZON, June 1974.

Y N
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Appendix 9

AVERAGE USE OF INCREASED INCOME, 94 RICE FARMS, RIZAL, BULACAN

AND NEUVA ECIJA, 1973-1974 #**=% r
Percent Average for Percent - Percent ,'I'
of farms all farms of of
Ttem reporting (Pesos) group ' total -
Production Costs*: l
Fertilizer 68 474 45 9
Chemicals 50 149 14 3
Seed 9 11 1 o l
Feed 23 146 14 3
Chicks, piglets 5 44 4 1
Other (Labor, animals .
and equipment) 66 235 22 4 l
Sub-Total - 1,059 100 20
Regular living items:
Food 87 777 31 14 a
Clothing 57 150 6 3
Education 63 284 1l 5
Medical 53 176 7 3 l
Utilities . . 60 98 4 2
Home Maintenance 46 42 2 1
Travel/transportation 40 75 3 1 l
Recreation 31 - 33 1 1
Savings 37 482 . 20 9
Cash on hand 94 105 5 2
Repairs 21 245 10 5 l
Sub-Total - 2,467 100 46
Special Jtems: l
Home appliances 39 211 11 4 s 3
Furniture 10 14 *% #%
Utensils 3 3 *% *% -
Farm equipment 17 16 1 wdk l
Farm animals : 1 21 1 *%
Farm materials 14 2 - . Fk &%
Home improvements 19 514 28 10 .
Repayment of old
loans 68 555 30 10
Vehicles 4 360 20 7
Insurance 1 3 % ¥k l
Land 1 21 1 %
Special occasions 39 - 139 1 *%
Sub-~Total - 1,859 100 34 t
Total - 5,385 - . 100 ,
* Partially estimated as some respondents gave only a total increase in production costs.
#% Less than 0.5 percent . .
*%% LaForteza - Reyes
98 l



Appendix 10

HOME APPLIANCES, VRHICLES, FURNTTURF AND UTENSILS BOUGHT, 94 RICE
FARMS, RIZAL, BULACAN AND NEUVA ECIJA, 1973-74%%

Number Amount
. of farms Total paid
Item reporting cost to date
‘E Pesos
Home Appliances:
Radio i9 4,187 4,187
l Stove 6 3,460 2,260
Refrigerator 5 13,469 8,669
Stereo 3 6,500 6,500
l Radiophone 3 1,335 1,335
Television 2 2,200 2,200
Fan 2 695 695
l Lamp 2 50 50
Sewing machine 2 360 360
Sub—Total* 44 32,256 26,256
Vehicles:
Jeep 2 29,000 29,000
Tricycle 2 5,000 5,000
Bicycle 1 160 160
Sub—Total#* 5 34,160 34,160
Furniture:
Set 4 1,250 1,250
Cabinet 2 240 240
Chair 2 190 190
Dresser 3 300 300
Bed 1 210 210
Sub-Total#* 12 2,190 2,190
Utensils 3 280 280
Total 64 68,8386 62,886

“r

# Some farms bought more than 1 item.
*% La Portez - Reyes
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Appendix 11

. Special Supplement

: THE
ECONOMICS
OF
FERTILIZER
SAGE. -

PLUS: the MASAGANA 99
LOANING PROCEDURE and
RICE CULTURE METHOD
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THE
ECONOMICS OF
FERTILIZER
USAGE *

*Based on the article prepared hy the technical
committee of the National Food and Agriculture Councit,
composed of representatives of the Bureau of Soils, In-
ternational Rice Research Institwte and Food and Agri-
culfure Organization.
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sector have been increased due to several factors,
including inflation, the worldwide scarcity of fertliz-
er raw materials and the rising costs of production.

However, these increased prices are still much lower
than the prevailing world- market price of fertilizer be-
cause the Philippine government continues. lo subsidize
the fertilizer for the food crop sector by 35 percent.

To offset the increased prices of fertilizer and to
make this vital farm input available to Filipino farmers,
the Philippine government has taken two immediate steps.

First, the celling of leans being made available to
farmers participating in the food production program has
been raised to 71,600 per hectare (see loarung procedure
on page 4). .

Second, the price support for palay has been in-
creased from 45 to P50 per cavan.

Taken together, say officials of the National Food
and Agriculture Council {NFAC), these two measures
assure farmers that they will continue to get good profits
from their crops by applying the right amcunt of fertiliz-
er on their field.

For example: the 1975 dry season Masagana 99
Phase IV fertilizer application is 6043030 per hectare.
In bags of ferhlizer, 60+30+30 is equivaleni to four
bags of 14-14-14 complete fertilizer, one bag of 45-0-0
ursa and one bag of 21-0-0'ammosul:

At the old fertilizer prices, ihe six bags of fertilizer
cost #3701 At the new prices, these now cost P480 —
or an increase of P110 as shown in Table 1.

With high-yielding varieties, the application of six
bags of fertilizer will give the farmers an average expect-

RECENTLY, the prices of fertilizer for the food crop

i
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Bulk shipment of urea(/eft)is unloaded at the Planters Products fer-
tifizer plant in Limay, Bataan. A Bufacan farmer(above)applies the
correct amount of fertilizer on his ricefield. Another farmer (right,
wearning hatland Antonino Indon, municipal agriculturist of Plaridel,
Bulacan, examine adequately fertifized and productive corn crop.

TABLE 1
. , . Increased
Bags of ferti- Old price New price cost per
lizer per hectare retail Retail hectare
4 bags 14-14-14 P260 atP65/bag 300 at P75/bag 40
1 bag 45-0-0 70 120 80
1 bag 21-0-0 40 60 20
Totals 370 480 110
TABLE 2
. At old price At new price Incteased returns
Expected yield 45/ cavan 50/ cavan per heclare
62 cavans 22 790 £3.100 310
{50 kg.)

ed increase in yield of seven cavans of palay per bag
of fertilizer,

The expected average yield from high-yielding rice
varieties is 62 cavans of 50 kilograms per hectare? or 80
cavans of 44 kilograms per hectare. This vield is easily

" attainable during the high-yield, low-risk Palagad season

by rice farmers who follow the 16 sieps in Masagana 99
rice culture {see page 5 ). At the new price support for

" palay, this yield will give farmers additiona! earnings of

P310 per hectare (see Table 2).

After subtracting the additional fertilizer cost from
the increase in earnings, a farmer will still get a net in-
crease in return of P200 per hectare.

increase in earnings . . .. . P30
increase in fertilizer cost . . . 110
Net increase in return . 200

Of course, a farmer could get even bigger profits by
producing more than 70 cavans per heciare. All he has
to do is stnctly follow the Masagana 99 cultural steps,
especially those dealing with fertilizer and pesticide ap-
plication.

On the other hand, it is estimated that the yield of
a farmer who stops using fertilizer wiil drop by as much
as 40 cavans per hectlare. @

]Figures on costs are average natiopal costs. There
are bound to be deviations per province due to ditfer-
ences in handling, warehousing, transportation costs,
and municipal taxes.

2Yield of 62 cavans of palay per hectare is the
average national yield of farmers in Masagana 99 pro-
gramed areas applying iwo o three bags of fertilizer per
hectare. if six bags of fertilizer are applied, the minimum
yield will be 70 cavans per hectare,



FARMER PREPARES

FARM PLAN &

BUDGET WITH
PRODUCTION TECHNICIAN/
RB TECHNICIAN

LOANING PROCEDURE

FARMER APPLIES FOR LOAN
WITH RB/PNB/ACA WHEN
LOAN IS APPROVED, HE SIGNS
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ISSUES CHITS OR
PURCHASE ORDERS TO
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PT FILLS QUT CHITS, RETAINS
PORTION 10F CHITS AND ISSUES
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ACCORDING TO HIS FARM

PLAN WHEN FARMER

NEEDS INPUTS

FARMER BRINGS PORTIONS 2 AND 3 OF CHITS
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FARMER GOES TO ACCREDITED
DEALER, SIGNS DEALER'S INVOICE
AND/OR DELIVERY RECEIPT,

SURRENDERS CHIT PORTION 3, AND

WITHDRAWS CORRESPONDING INPUTS

EVERY THURSDAY, DEALER
SUMMARIZES CHITS SERVED BY

HIM, SUBMITS SUMMARY AND o

SUPPORTING CHITS TO RB/PNB/ACA
ON FRIDAY

ey PIB/ACA
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ICE CULTURE

STEPS BEFORE
TRANSPLANTING

~T e 13 —
25 DAYS BEFORE TRANSPLANTING
Secure any of the Tungra-resistant
HYV seeds like IR20, 1R20-1, C4.43,
C4.137, C4 636G, C12 or BPI-76 (NS)
Soak for not more than 24 howrs In

clean water Use 1 cavan seed to
plant 1 hectare

24 DAYS BEFORE TRANSPLANTING
Sow the germinaled seeds in a well-
prepared seedbed Use seedbed area

of at least 400 sq melers per cavan of
seeds

21 BAYS BEFORE TRANSPLANTING

Wet plow the land Fix all dikes
If seed< were not soaked 1 onti-
tungre soluhon sproy seedlings
with Mipain or Hylox at 2-4 tbs

5 gal waler or other insechiaides
recommn ided by your rice
1echnciogst

14 DAYS BEFORE TRANSPLANTING
Harrow the field to bury new

grass ond weeds and o

puddle the soil. For insurance

pratection against Tungro,

spray seedlings with Mipcin or

Hytox at 2-4 ths/5 gal, or

other insecticides recommended

by your rice technologist.

7 DAYS BEFORE TRANSPLANTING
Harrow field for the second

lime to bury new gross and

weeds and 1o clean the land

Agoin, for insurance protechion

agamst Tungro, s$pray seedlings

with Mipein or Hytox ot 2-4

tbs 5 gal This will also contral

other insect pesls presenl in the
seedhngs

Broadeast uniformly the basal ferilizer
recommended. (Follow the recommended
rates based on soil type and season)
Make final harrowing,

Flood seedbed to soften the soil in
preparation to pulling the seedlings

| SQ N iAm DN e
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1 DAY BEFORE TRANSPLANTING

Zarefully pull the seedlings and
bunch them for easy transport and
disiribution lo the paddy For
insurance protection aganst tungro,
either sook roots of seedlings in
chemicals recommended by your rice
technologist or spray Mipan 3 days
cfter transplanting

TRANSPLANTING DAY
Transplant ot 20 x 20 ¢m, spacing
for rainted ond at 25 x 25 cm
spacing for wngated Use 2-3
seedlings per hill Transplant ot o
depth of about 2.3 cm

STEPS AFTER TRANS

-

3 DAYS AFTER TRANSPLANTING {DAT) I
If irrigation water is available, irrigate field o
to a depth of 3-5 ¢m. Prevent weeds from

growing by broadcasting granular weedicides

like 2,4-D Granules (at 25 kgs./Ha } or any wéedicide
suggested by the rice technologist. Spray Mipan

or Hytex for insurance protection against Tungro.

PLANTING

15 DAYS — AFTER TRANSPLANTING

If granvlar herbicides were not applied at 3 DAT, spray the weeds
with Plonters 2,4-D Ester, 2,4-D Amine, or Defolan ot 4-5 1bs/5 gal.
You moy handweed or use rotary weeder to control weeds Check for

presence of insect pests Repeat weeding cperahon at 25 DAT.

30 DAYS AFTER TRANSPLANTING
{TILLERING STAGE), FOR RAINFED
ON ALL SOILS, FOR LOAMY SOILS,
{RRIGATED,

Broagdeas! 2 bags ommosul or 1 bag
vrea per hectare to make the plonis
produce more tllers and promote
foster growth

{0

Conhinue checking your crops for
presence of o) stemborer - If
necessary sproy with Parapest M-50,
Dursban or Eradex, or broodcast 25
Kg ‘Ha Lndaone b) armyworms,
cuetworms, leoffelders, caseworms --
spray with Parapest M-50 or Bursban
or any insechcide recommended by
your rice technologast
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?:Az?g;i ?:li$?A;$OA:sSPTT(?E?NG 50 DAYS AFTER TRANSPLANTING FOR
VARI - - -

@ All SOILS, IRRIGATED AND @ c-'lg izlgsag:ff’(ﬁg) 636, C4-137,

RAINFED,
l Broadcast evenly it the paddy .Brcud'cosl l.m:.'lqne 6% G at the rate of 1 Kg achive
" water esther 2 bags ammosul or ingredient [ai) heclare or any other insechade

1 bag vrea per hectare granules at rates recommended by your rice

e technolagist
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75 DAYS AFTER TRANSPLANTING

For all tungro resistant vaneties, broadcast Lindane
6% G at the rate of 1-1/2 Kg of achve ingredients

{a i.})/hectare or any of the granular insecticides or

spray Parapest or any of the sprayable insecticides
recommended by your rice technologist.

NOTE.

Check for presence of brown plantheppers and rice le// ”,7//
bugs and if necessary spray 2-4 ths/5 gal. Hytox (flf‘ // /’

Y
or Mipcin or 2-1/2-3 1bs/5 gal. Lethox;continue j /f&ﬁ‘)’
W/ f/’ e \\ff/ /

checking on step #¥12 (b) 1
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Pauniarin

/ ang Palayan °
sa Makahagcng

Paraan
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85 DAYS AFTER TRANSPLANTING
Drain water from the field. At 100 DAT or when 80 @

per cent of the grains are clear ond firm to touch,
harvest your MASAGANA 99 vield.



HOW TO GET THE MOST OUT
OF THE FERTILIZER YOU BUY

.

are several ways to maximize use of your fertilizer:

*Have lhe soil of your field tested, and follow re-
commendations for fertilizer application to prevent using
the wrong kind or amount of fertilizer,

~Apply your jertilizer at the proper time to make it
available to the growing plant.

*Make better use of plant nutrients or fertilizers
through controlled rrigation practices.

~Avold terlilizing too ciose 10 trees and hedgerows
where ferlilizers are not utilized efficiently.

*Follow soll conservation practices such as contour
waterways, strip cropping, contour plowing and soil
drainage to help prevent loss of fertilizer from the soil.
These practices also improve fertilizer efficiency by
helping provide adequate moisture in the soil during
drought periods.

*Control weeds to prevent them from “stealing”
plant nutrients from your crop. Fertilizer and water are
more efficiently utilized by the crop if you control the
growth of weeds.

*Add hime o acid soils untit the night pH level for
crop production and plant food utihzation is attained.

*Control the pests and diseases of plants to protect
the feriilized crop. g

IT'S important 1o make every fertilizer grain count. Here
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