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CRITICAL ISSUES AND STRATEGIES FOR THE
DEVELOPMENT OF MAJOR
AGRICULTURAL CROPS

WILLIAM D. DAR
Presidential Adviser on Food Security

ABSTRACT

This paper is a comprehensive review of the critical issues and strategies to
develop the major agricultural crops in the country. It has been recognized that the
crops sector dominates Philippine agriculture and could serve as a logical and potent
springboard for the country to achieve global competitiveness. Among the major
agricultural crops are rice, corn, sugarcane, coconut, fruits such as banana and
mango, vegetables, and fiber such as abaca, root crops. The impact of globalization
on Philippine agriculture is discussed. The Philippine Government has recommended
activities and policies to modemnize agriculture by the AFMA.

Keywords: Philippine agriculture, crops, modernization, production, world trade,
global competitiveness, rice, corn, sugarcane, coconut, banana, mango.

I. INTRODUCTION

The new world order has placed the Philippines in a situation where its
capability and viability to produce a wider range of products and services and offer
opportunities comparable to those of the rest of the world are challenged. Amid
this prevailing socioeconomic landscape that speaks of market forces, competition,
and free flow of trade in goods and services, modernization of the production
sector plays a prominent role.

In addressing the demands of global competitiveness as well as the promise
of economic development, the new administration of President Joseph Ejercito
Estrada has identified modemizing agriculture as a major fore that will fuel the
nation’s economy and ensure the social well-being of all Filipinos. The goal is for
the government to spare no effort in empowering the agriculture sector to develop
and sustain itself under the principles of food security, poverty alleviation and
social equity, people empowerment, global competitiveness, and sustainability.
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The new administration has, indeed, ushered in a greater appreciation of the
crucial role of agriculture in economic development, with globalization and food
security as the central concerns. While it is convinced that a liberal agricultural
trading regime based on the interplay of market forces is the best way to kick-off
agriculture on the path to progress and prosperity, a bigger challenge is providing
the Filipino people at all times with access to enough food for an active, produc-
tive, and healthy life.

At the center of the Estrada Administration’s agricultural modernization thrust
is the fusion of the goals to meet the food requirements of the present and future
generations of Filipinos, and to attain profitable production of world-class agricul-
tural products that globalization will not only be competitive globally but flourish-
ing locally — a decent source of livelihood for two-thirds of the Filipino poor who
live in the rural areas, and a renewed hope of food that is accessible, available,
nutritious and safe, and affordable to all.

A.  Patterns of Agricultural Growth

Every new administration of this nation has set out to make economic devel-
opment a reality — changing policies and experimenting with strategies, but the
dream has remained elusive. One major setback to the realization of this dream is
the status of the agriculture sector in the country, which speaks of minimal growth
and low priority.

Among Asian countries as well as world averages, the growth of the Philip-
pine agriculture sector has been less than satisfactory (Table [). The poor perfor-
mance of Philippine agriculture is the primary cause of the high incidence or rural
poverty at 47% in 1994 and 44.4% in 1997. Low purchasing power in the rural sector
is a serious drag to the development of consumer and industrial goods sectors.

Table 1. Comparative average annual growth of the agriculture sector (%)

Country 1980-90 1990-97
Vietnam 43 5.2
China 5.9 44
Pakistan 43 3.8
Thailand 4.0 3.6
India 3.1 3.0
Indonesia 34 2.8
Malaysia 3.8 1.9
Philippines 1.0 1.9
All middle income 3.5 23
World 2.8 1.8
Note: Agriculture includes crops, livestock and poultry and fisheries.

Source: World Bank, World Development Report 1998/99.
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In the sixties the spurt in agricultural growth has not brought about by an
increase in productivity per hectare of land but by expansion of land put under
cultivation. In the late seventies productivity was achieved in grains due to the Green
Revolution technologies and the massive subsidies extended by the Marcos Admin-
istration to ensure the success of its Masagana 99 rice production program. In the
middle and until the latter part of the eighties the economy was hithard by a politico-
economic crisis. And in the nineties agricultural productivity continued to decline as
a result of the combined effects of past neglect, exhaustion of our natural resource
base, and weather-rooted factors such as the El Nifio phenomenon.

Table 2 shows the lackluster performance of Philippine traditional crops, rice
and corn, as compared to our Asian neighbors. Except for Thailand, our productiv-
ity in rice was lowest among selected Asian countries. In corn, the Philippines’
yield was lowest at 1.72/ha. In 1995, the country imported about 263,250 metric tons
(MT) of rice and 208,020 MT of corn. In 1996, importation rose to 862,380 MT of
rice and 402,340 MT of corn. Importation has since continued to rise due to drought
in certain parts of the country caused by El Nifio, reaching as high as 2.0 million
MT in 1998. Currently, the country is already importing substantial amounts of
agricultural commodities, including sugar, except for coconut and its byproducts.

The performance of the crops subsector, as compared to the livestock, poul-
try and fishery subsectors, waned over the last 30 years. From 6.7% per annum in
the early 1970s, it slid to negative growth in the early 1990s. Although there were
some fast-effect and high-value crops, their size relative to the crops subsector was
too small to effect a reversal. However, the influence of the crops subsector on
total agricultural remains very substantial.

Table 2. Comparative average annual growth of the agriculture sector (%)

Crop/Country 1964-65 1979-81 1991 1993 1994
Rice

Taiwan 3.65 424 5.66 -- -
Japan 5.15 5.59 5.86 4.59 6.77
Korea 333 5.51 6.01 5.81 6.10
Philippines 1.25 2.18 2.83 2.80 2.90
Thailand 1.61 1.89 2.00 2.20 2.40
Vietnam 1.02 2.12 3.09 3.50 3.60
Indonesia - 3.26 4.35 4.38 4.34
Corn

Taiwan 2.10 3.04 4.56 - -
Philippines 0.68 0.97 1.30 143 1.72
Thailand 2.19 2.20 2.38 2.04 3.17
Indonesia - 1.46 2.15 2.18 2.18

Source: FAO Production Yearbook, various issues.
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Under the Ramos Administration, from January to June 1998, the agriculture
sector posted a considerable 7.15% reduction in aggregate output. Livestock and
poultry farms came up with moderate output increases. Fishery production was
slightly lower than in 1997. The big slump in crop production brought down agri-
culture to its worst performance record in 20 years. In terms of gross value of
output at current prices, the sector earned P245.1 billion indicating a 1.94% reduc-
tion from the 1997 level.

The effects of El Nifio on crop farms translated into a 14.61% contraction in
aggregate outputin 1 998. Rice and corn production decreased by 26.57% and 43.62%,
respectively. With the exception of tobacco, abaca, mungbean, onion and rubber, all
other crops registered output losses in the first six months of 1998. The crops
subsector grossed P127.6 billion at current prices, down by 9.68% from the 1997 level.

B. Emerging Global Challenges

The emerging global economic environment presents tremendous opportuni-
ties and challenges for Philippine agriculture as it crosses into the next century.

The entry of the Philippines into the World Trade Organization (WTQO) in
1995 lifted practically all quantitative import restrictions but provided higher tariffs
on sensitive agricultural products through the year 2004. Prior to this, the country
had made commitments under the ASEAN Free Trade Agreement (AFTA) regard-
ing accelerated tariff reductions. In late 1999, discussions on various trade agree-
ments will continue, so must the safety net measures be adequately and concur-
rently put in place to make producers productive or make them diversify to other
activities. This leads to the strategic question: How should we prepare and enable
Philippine agriculture to meet the rigors of global competition?

With the country’s low agricultural productivity, specifically in the crops
subsector, trade liberalization in agriculture is a virtual prescription for economic
suicide. At the present level of productivity, the agriculture sector will encounter
serious difficulties in adjusting to the new trading arrangement particularly when
its full impact is felt in year 2004. While it is true that a liberalized trading regime
offers many opportunities for growth, only those that are competitive would be
able to take advantage of these opportunities.

Unless the government addresses the basic and structural weaknesses of
agriculture, the sector will be unable to supply the food requirements of the present
and future generations of Filipinos, much less take advantage of the opportunities
presented by the WTO. This will require radical changes not only in terms of
priorities but in the manner by which the new administration fosters the develop-
ment of the countryside. This will involve the modification of our thinking, attitude,
policies, institutions and expenditure priorities so that Philippine agriculture will be
prepared for the keener competition that will surely happen when the full implemen-
tation of the new global trade agreement is realized.

To this, modernizing Philippine agriculture is the new administration’s re-
sponse to globalization, and its strategy toward a hunger-free nation, Hence, under
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the Agriculture and Fisheries Modemization Act (AFMA) passed in 1997, global
competitiveness and food security are two major concerns. The AFMA has been
dubbed as a landmark legislation “prescribing urgent related measures to modern-
ize the agriculture and fisheries sectors of the country in order to enhance their
profitability and prepared said sectors for the challenges of globalization through
an adequate, focused and rational delivery of necessary services".

Among the goals and objectives of AFMA in the area of global competitive-
ness include increase in the volume, quality and value of agriculture production for
domestic consumption and for export, reduction in post-harvest losses, increase in
the number/types and quality of processed products, and a wider level of entrepre-
neurship among farmers. It recognizes that in a liberal trade environment, signifi-
cant improvement in agricultural productivity, product quality and production cost
driven by technological change is necessary.

In the area of food security, AFMA seeks to meet the food requirements of
the present and future generations of Filipinos in substantial quality, ensuring the
accessibility, safety, availability and affordability of food to all, either through local
production or importation or both, based on the country’s existing and potential
resource endowment and related production advantages.

II. STATUS OF MAJOR AGRICULTURAL CROPS

Although growth and structural change within the crops subsector is slow
primarily due to lack of diversification, it continues to dominate the agriculture
landscape and hence, remain as the logical and potent springboard for achieving
global competitiveness and food security in the country.

In this paper, analysis of individual agricultural crops was limited to a selec-
tion of dominant crops which make up a significant proportion of the subsector in
terms of area planted, volume of production, and value of produce; and which carry
tremendous potential in terms of meeting the government’s goals of food security
and global competitiveness.

Major crops that are deemed responsive to the country’s thrust for food
security and global competitiveness include rice, corn, rootcrops (camote and cas-
sava), legumes (peanut and mungbean) and vegetables (onion, tomato and cab-
bage), and crop commodities where the country is a net exporter such as sugar-
cane, coconut, fruits (banana, mango, and pineapple), abaca, and other fruit crops
(exported as processed).

A. Rice (Palay)

When one speaks of food security in the Philippines, it usually means suffi-
ciency in rice. Rice is a dominant crop in the country because it is a major staple of
the Filipino diet. The dominance infuses the crop with a significant socio-political
mystique which ensures that this subsector is favored by policy and heavily sup-
ported by public investments, or at least more investments than other crops.
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Figure 2. Top five provinces in area harvested torice (‘000 ha) 1997

because of the relatively higher yield per hectare (2.89 MT/ha) compared with the
previous year, plus an 11% expansion in area harvested. Almost the same produc-
tion level was obtained in 1995 attributed to a slight increase of about 3% in area
pianted to rice. Yield declined by about the same percentage.

Over the years, irrigated and rainfed rice production in the country has been
fluctuating, dipping to a low 8.55 MT in 1998 (Appendix Table 1) primarily attributed
to weather-rooted factors such as the El Nifio. In general, the country has yet to
achieve further production increases given the current low yield of 2.7 MT/ha
compared with the potential yield in on-farm trials of 6 MT/ha. This low yield can be
attributed to the decline in area planted to rice; limited use/availability of good seeds;
insufficient irrigation; varietal constraint; insufficient production and post-produc-
tion inputs; uncertainties in climate; depleted natural resources base; high post-
harvest losses; and inadequate funding for research, development and extension.

Out of the total 9.9 million ha devoted to agriculture in the country, only 39%
is planted to rice (Appendix Table 2). Regions 4 and 5 had the highest agricultural
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land area, but only 30% area planted to rice. For the whole country, only 35% of the
area planted to rice are covered by irrigation as of 1997.

2,  Gap Between Production and Consumption

In determining the rice (palay) requirements of the present and future genera-
tions, the Policy Action Group of the Philippine Council for Agriculture, Forestry
and Natural Resources Research and Development (PCARRD) considered three
main uses of palay - as seeds, for human consumption and for buffer stock require-
ments for 90 days. Using the Bureau of Agricultural Statistics (BAS) data from
1991-1998, the trend was used to project the 1999-2004 palay requirements. Human
consumption of rice was computed based on per capita consumption and the in-
creasing population.

The computed total consumption of palay based on the requirements for
seeds, actual consumption and buffer stock for the whole country reached as high
as 13.9 million MT in 1998, 15.3 million MT in 1999, and 17.9 million MT in year 2004
(Appendix Table 3). Compared with the country’s estimated palay production (Ap-
pendix Table 1), self-sufficiency in rice is far from being realized given an estimated
deficiency of 5.4 million MT in 1998, 4.8 million MT in 1999 and 6.9 million MT in
year 2004 (Appendix Table 4, Figure 3).

Meanwhile, under the Agrikulturang Makamasa Rice Component of the De-
partment of Agriculture (DA), the projected total rice (milled) requirement for the
year 1999 was pegged at 8.12 million MT. This figure was based on the current
population of 72 million Filipinos multiplied by an annual per capita consumption of
103 kg, plus wastes, seed requirement, industrial and other uses. Compared with
the estimated total supply of 7.21 million MT milled rice in 1999, a deficit of 900,000
MT was obtained. To narrow the gap between production and consumption toward
self-sufficiency in rice, production needs to increase yearly by 1.65 million MT
milled rice per year — driven by technological advancement through research and
development (R&D), complete support from all sectors, and a genuine political will
by all stakeholders.

In the past, importation was done to meet the country’s rice (palay) consump-
tton. The volume of importation ranged from 6,000 MT in 1991 to 2 million MT in 1998.

3.  Marketing

From the farm to the end users, rice is distributed primarily by the private
sector, with the government handling a very small portion of the produce that
enters the marketing system. From the farm to the consumption point, the move-
ment of rice produce through private traders is made possible by numerous market
intermediaries such as local assemblers, assembler-wholesalers, millers, wholesal-
ers, wholesalers-retailers, and retailers performing different marketing services. The
grains marketing arm of the government, the National Food Authority (NFA), can
purchase only 5-10% of the total rice production due to limited budget.
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Figure 3. Production and consumption of palay in the Philippines, actual (1991-
1998) and projections (1999-2004).

Given this marketing scheme, a major constraint is the wide gap that exists
between farm gate price of rice sold by farmers and the retail price of milled rice
traded by wholesalers and retatlers. Increase in price of milled rice does not trans-
late to increases in the price at the farm level. In fact, over the years, the gap in the
wholesale to farm margin has increased dramatically. There is also the problem of
high cost of transport and distribution due to lack of physical infrastructure such
as farm-to-market roads and port facilities.

B. Com

Just like rice, growing and eating corn has become a way of life for most
Filipinos. One-third of the farmers in the country are engaged in corn production
and most of them are small holders. As the second most important crop in the
Philippines, about 12 million Filipinos prefer white corn as their main staple. Thirty
percent (30%) of the total production is consumed as food in the Visayas and
Mindanao. Meanwhile, 70% serves as an important input to the swine and poultry
industries and some industrial applications. Corn is also processed into high value
products, such as com starch, corn oil, glutten and snack foods. About 60-70% of
feed formulations use corn as the major ingredient. Fifty-four percent (54%) of total
corn production comes from yellow corn, which comprises one-third of the total
corn area.
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Figure 4. Corn area harvested (‘000 ha) by region 1998

1. Production

Corn is largely grown in Mindanao which occupies about 60% of the entire
area harvested to the crop. The combined output from Mindanao represents 70%
of the country’s total corn production. The top corn producing regions in the
country are Northern Mindanao (Region 10), Southern Mindanao (Region 11), Cen-
tral Mindanao (Region 12), the ARMM, and Cagayan Valley (Region 2) Figure 4).

On a national average, corn production in the Philippines is inefficient. Mean
yield has been extremely low at 1.62 MT/ha in 1998, as compared to major corn
producing countries in the world. Despite the low yields attributed to marginal
white corn areas planted to traditional varieties, prime yellow corn areas have dem-
onstrated high yield growth rates due to the adoption of high yielding open-polli-
nated and hybrid varieties. The yellow corn technology demonstrated an annual
yield growth rate of 15% over the past 25 years, in contrast to the white corn
technology which exhibited only 1.4% annual growth rate during the same period.

Domestic corn production decreased from its peak of 4.85 million MT in 1990
to a record low of 3.82 million MT in 1998. On the other hand, the composite
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demand for corn for food, feed and other industrial uses is projected to growth
annually by 3.94% for the period 1995-2004. In fact, the demand from 1995 to year
2000 is 6.3 million MT, while total corn supply at present growth level is only 5.2
million MT. If current productivity and profitability levels do not improve, the
production-consumption gap is expected to worsen by the year 2000. On the aver-
age, some 400,000 MT of corn have been imported annually since 1990, mainly to
meet the requirements of the livestock and poultry sector.

As a result of poor profitability, area harvested to corn declined drastically
from 1990 (3.8 million ha) to 1998 (2.3 million ha.) This decline can be traced mainly
to the shift to white corn areas to yellow corn and to the production of high value
crops. In major corn producing provinces, farmers have exited from about 670,000
ha of white corn lands, while shifting to only about 150,000 ha for yellow comn
production. To a greater extent, traditional and marginal white corn areas may have
likewise been left idle as farmers seek employment in urban areas.

The comn industry is faced with varied problems that hinder government
efforts to achieve comn self-sufficiency. These include low level of adoption of
improved comn technology, especially the use of open-pollinated and hybrid variet-
ies (as a consequence of inadequate supply of seeds), declining public investment
in corn research and development (R&D), inefficient delivery of extension services,
lack of credit support, and inefficient corn marketing and distribution system.

Table 4 summarizes the status of corn production in the Philippines, while
Appendix Table 5 presents ten-year (1990-1998) data on estimated corn production,
area harvested and yield per hectare by crop type by region.

2.  Marketing

The protection of the corn industry through quantitative restrictions has
discouraged the transformation of the corn sector into a more efficient industry.
Overall, average product costs the farmgate level stood of about 10% higher than
CIF prices of imported corn. This non-competitiveness of domestic corn can be
attributed to a confluence of constraining factors, such as: 1) low adoption of
modem corn production technologies; 2) high cost harvest losses; and 3) high
transport and marketing costs due to inadequate infrastructure.

The production and marketing inefficiencies plaguing the corn sector have
adversely affected farm profitability over the years. The absence of clear and con-
sistent corn import policies continues to depress farmgate pries to levels that do
not afford corn farmers reasonable returns.

Marketing agents of corn include farmers, local assemblers, local millers, grain
wholesale dealers, wholesale millers, feed millers and retailers. Imported corn com-
petes with local produce when its arrival coincides with peak harvest season.
Seasonality of domestic corn supply causes price fluctuations within the year.
Other marketing problems include increase of prices of farm inputs, insufficiency of
funds of the NFA to support its floor price scheme, and inadequate transport.
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Table 4. Status of rice production in the Philippines, 1994-1998

CORN 1994 1995 1996 1997 1998

Hectarage (ha) 3,005,820 | 2,692,332 2,735,723 | 2,725,875 2,354,208
Production (MT) 4,519,246 | 4.128,510| 4,151,332 4,332,417 3,8 3,184
Yields/ha (MT/ha) 1.50 1.53 1.52 1.59 1.62

Areas of production . Regions 2, 10, 11, 12, ARMM

Major problems e Inadequate postharvest processing, and storage
encountered e Decline in area harvested to corn

and contraints to e Limited access to available support systems (credit
production support, crop insurance, etc)

Low adoption of recommend technologies

e  Very limited investment investment to corn research,
development & extension

e  Threats: competition from other countries, high
population growth rate, decreasing land area devoted

to corn
Major problems e Imported corn competes with local producer when its
encountered arrival coincides with peak harvest reason.
and constraints to e  Seasonality of domestic corn supply causes price
marketing fluctuations within the year.

e  Other problems are increase in prices of farm inputs, in-
sufficiency of funds of the NFA to support its floor price
scheme, and inadequate transport and infrastructure.

3. Globalization and the Corn Sector

The com sector has catapulted itself into a new era with the Philippines’
commitment to regional and international trade agreements. Under the General Agree-
ment on Tariffs and Trade — World Trade Organization (GATT-WTQ), the country
is required to provide a minimum access quota or volume for imported corn of
130,000 MT starting 1995 and increasing to 217,000 MT in 2004 at 35% tariff. Quan-
tities imported over these levels carry higher tariffs of 100% in 1995 and declining
to 50% in 2004.

Private sector importation of corn substituted in mixed feeds, i.e., feed wheat
and barley, are allowed and carry lower tariff rates. Likewise, in-quota imports of
swine and poultry under GATT-WTO enter the country at 30% to 40% tariff, re-
spectively. Out-quota tariff rates for the two commodities are slightly higher at 40%
and 65% for 1998, declining to 35% and 50% by 2000.

Globalization implies that both the corn and livestock industries must eco-
nomically survive in trade with declining tariff protection of its domestic product.
Domestic corn can be price competitive with comn imported under out-quota tariff
rates. However, import-quality differentials and the entry of low-price comn substi-
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tutes continue to exert downward pressures on farmgate prices of domestic corn.
High domestic corn prices, on the other hand, adversely impact on the competitive-
ness of the local livestock and poultry industry, in view of the lower tariffs on meat
and poultry imports. The economic survival of both industries can only be met if
adequate quality corn can be produced and sold at prices that ensure both farmers
profitability and the competitiveness of the livestock and poultry sector. Hence, a
shift to a new paradigm of agricultural development strategy for the corn sector is
imperative.

C. Sugarcane

The sugar industry has been and will continue to be a mainstay of the Philip-
pine economy, with more than half a million workers and another two to five million
people directly and indirectly depending on it. Sugarcane is the fourth major agri-
cultural crop of the country, next to rice (palay), coconut and corn. The sugar
industry provides direct employment to about 556,000 workers in the agricultural
sector with 25,000 mill workers.

In terms of world production, the average area harvested and production
volume (sugar) for 1990/91-1994/95 were 21.il million ha and 74.9 million. MT,
respectively. Leading producers for the same period were India, Brazil, China, Cuba
and Thailand, with the Philippines ranking ninth in terms of area harvested (0.37
million ha) and 11% among the world producers with 1.9 million MT.

1. Production

Currently, the Philippine province of Negros Occidental accounts for 56% of
total production, mainly because its regular monsoon rains and low typhoon inci-
dence complement its good soil. Sugarcane growing, however, is widely dispersed:
17 provinces located in eight regions grow sugar. Other top-producing provinces
include Negros Oriental, Bukidnon, Tarlac and Davao del Sur. It is grown on a wide
variety of soil types, from sandy loams to clay loams and from acidic volcanic soils
to calcareous sedimentary deposits.

Area planted to sugarcane fluctuated from 1992 to 1996, averaging at 345,920
ha/year. It increased by 24% from 302,000 ha in 1995 to 375,1000 in 1996. However, it
again declined to 330,486 ha in 1998 (Appendix Table 6). Largest area planted to
sugarcane in 1998 was in Western Visayas (Region VI) at 184,402 ha (Figure 5).

Average production of sugarcane from 1992 to 1996 was 22,165,320 ton cane
(TC)/year. Production in 1996 was 23,142,000 tc, up by 33% from 1995. However, it
again declined to 17,347,886 TC in 1998 (Appendix Table 7). Western Visayas led
domestic production in 1998 (9.65 million TC), followed by Centrai Visayas (2.25
million TC) and Southern Tagalog (1.63 million TC). Table 5 summarizes the status
of sugarcane production in the Philippines. (Volume of production is expressed in
ton cane (TC) or sugarcane harvested from the farm, as differentiated from metric
ton (MT) for sugar.)
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Figure 5. Sugarcane area harvested (‘000 ha) by region 1998

The 1990s have been marked by periods of declining productivity, mostly due
to poor farm cultivation and poor harvesting schedules in addition to insufficient
incentives for development and limitations on land ownership, transfer, and lack of
mortgage value due to the Comprehensive Agrarian Reform Program (CARP). The
scientific community, however, attributes these low figures to years of government
neglect in research and development, as well as inadequate extension services.

A study conducted in 1995 by the Madecor Group, a consulting company,
identified the reasons for the continuing decline in sugar farm productivity. Some
of the reasons cited were the decline in piculs sugar per ton cane or PSTC, brought
about by the lack of high-yielding cane varieties, diseases, outdated farm practices,
improper fertilization, and post harvest losses, among others. Meanwhile, Ledesma
(1997) identified constraints to sugarcane production as follows: 1) lack of irriga-
tion facilities; 2) limited adoption of newly released varieties; 3) insufficient and
improper fertilizer application; 4) poor ratooning characteristics of current varieties;
and 5) inadequate control of pests and diseases. Among the industrial constraints
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Table 5. Status of sugarcane production in the Philippines, 1994-1998

RICE 1994 1995 1996 1997 1998
Hectarage (ha) 401,635 302,005 395,640 375,181 330,486
Production (MT) 24,695.188| 17,774,401 | 23,142,220 22,273,095 17,347,886
Yields/ha (MT/ha) 61.49 58.85 58.49 59.37 52.49
Areas of production Regions 6, 7 and 4

Provinces: Negros Occidental, Negros Orienta, Bukidnon,
Tarlac, Davao

Major problems ¢ Insufficient supply of outstanding varicties suitable to
specific areas
Inefficient distribution of high-yielding varicties
Inappropriate fertilizer recommendation
Poor adoption of recommended technologies/cutlural
management practices
High production cost
Planter-miller sharing system that hinders production of
quality canes

e Low priority on research, development and extension

(RDE)
Major problems e Increasing cost of production (high prices of sugar compel
encountered industrial users to use cheaper sugar imports)
and constraints to e  Lack of credit assistance for small producers
marketing e Implementation of the Comprehensive Agarian Reform

Law that reduces incentives to investment

Low tariff protection

Depressed domestic sugar prices (due to imported sugar)
Postproduction handling losses

Inefficient mills

Note: Refer to Appendix Table 6 and 7 for 1990-98 data on area harvested to sugar and
volume production by region.

he identified include: 1) milling and processing losses; and 2) handling and trans-
portation losses.

As of 1995, there were 208,618 sugarcane farms in the country with average
production of 63 ton cane per hectare (TC/ha). The 39 sugar mills in the country
have a combined rated capacity of 183,328 MT per day. The nine refineries have a
combined capacity of 82,500 50-kilogram bags (Lkg) per day. At constant prices in
1996, sugarcane had a 6% share in value of production of agricultural crops with
P7.5 billion out of P125.2 billion.

Sugar and its by-products are commonly used in ingestible commodities such
as candies, sweets, softdrinks and bread. It can also be used to produce solvents,
plastics, plasticizers, fiberboards, building materials, surfactants, additives, and fuel.



88 Trans. Natl. Acad. Sci. Tech. Philippines 21 (1999)

By-products include cane tops, bagasse and molasses which can be used as com-
ponents of swine and poultry feeds.

The Philippine sugar industry has the potential to increase productivity by
nearly 30%. Such an increase could lead to annual raw sugar output being 30-45%
higher by the year 2000, and the sugar industry could contribute an estimated
US$104 million a year more to the Philippine economy.

Without productivity increases, sugar production looks set to fall due to
rising costs elsewhere in the economy. Output is estimated to be lower by the year
2000. Meanwhile, increasing incomes and population are projected to cause Philip-
pine sugar consumption to be between 60% and 75% higher by the turn of the
century. Projected domestic demand for sugar is 2.12 million MT by 2000 and 2.95
million MT by 2010. There will be a production gap if the current production re-
mained static at 1.9 million MT. If production declines, more of the sugar consumed
will have to be imported. By year 2000, imports could make up nearly 45% of the
total amount of sugar consumed. However, if productivity does increase, imports
could account for only 1-10% of total consumption. The challenge can only be met
by increasing the sugar yield per hectare or the productivity of the land, at the
same time reducing the cost of production.

2.  Marketing

The Philippine sugar industry does not exist in a vacuum and cannot be
understood apart from a broader national and global contexts within which it func-
tions. Issues such as currency valuation, interest rates, taxation, disincentives for
economic diversification and investment, infrastructure development, wage rates,
agrarian reform, and pricing policies all directly affect the sugar industry. Interna-
tionally, no sugar producer can avoid the impact of preferential agreements, quotas,
subsidies, tariffs and trade consumption.

Sugar (centrifugal and refined) is among the country’s principal agricultural
exports, sharing 9.98% of the US$1.36 billion export value in 1996. Export volume
and value equally grew by 107% from 153,210 MT in 1995 t0 317,700 MT in 1996;
and from US$65.88 million in 1995 to US$136.2 million in 1996, respectively.

Average wholesale and retail prices of raw sugar in 1993 were P476.14/Lkg
and P 11.54/kg, respectively. Wholesale price of refined sugar was P722.81/Lkg, and
retail price was P 16.49/kg for the same year. Centrifugal sugar was sold at P13.60/kg
in 1996, an increase of 52% from P8.95/kg in 1992.

Import of refined sugar tremendously increased from 4,539 MT in 1994 to
48,401 MT in 1995. Value likewise increased form 2.3 million to $25.3 million during
the same period.

The Philippines supplies 13.5% of the US sugar demand under the latter’s
tariff rate quota system — the third largest share, next only to the Dominican Repub-
lic and Brazil. Meanwhile, sugar imports have started to make inroads in the domes-
tic market due to trade liberalization under the GATT and the Association of South-
east Asian Nations (ASEAN) Free Trade Are (AFTA) agreement.
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At the GATT Uruguay Round, the Philippines offered perhaps the biggest
reduction in bound tariffs for out-quota imports over the life of the agreement. Re-
cently, the sugar industry has sought a modification of the government’s tariff com-
mitments, including raising the final out-quota bound rate under the GATT-WTO.
Leaders of the sugarindustry have asked government to continue with the 65% tariff
rate until the year 2003 to allow the sector more time to upgrade its efficiency, includ-
ing additional investments in rehabilitation and modernization of sugar mills and
refineries, as well as for government to correct the disincentives to agricultural in-
vestments.

At risk of decline and demise are ncarly P100 billion in investments and the
livelihood of 4,000 sugarcane farms that employ half a million Filipinos. Sugar mills
with investments worth at least P50 billion will be in jeopardy as cane supply
dwindles and the increasing domestic demand for sugar is met by imports of cheap,
subsidized or even dumped refined sugar. The Philippine sugar industry admits the
need to metamorphose and change its shape, character and destiny — not only
through tariffs, but through investment and policy climate favorable to restoring
sugar as a viable business, with competitive prices as the key to producing more.

D. Coconut

The coconut industry is a pillar in Philippine economy. It eamns an annual
average of US$700 million from exports alone. Moreover, the Philippines remains as
the world’s leading supplier of traditional coconut products, with a market share of
40.3% of world coconut production, 60.4% of world copra and coconut oil supply,
and 59% in laurics output. The industry has strong processing sectors and stake-
holder associations — 94 oil mills, 66 oil refineries, 11 desiccated coconut (DCN)
plants, 11 activated carbon plants, and 16 oleochemical plants and food processing
industries. It benefits 1.6 million farmers, 1.9 million farm workers, and 20 million
people directly or indirectly. It occupies about one-fourth of the total area har-
vested to agricultural crops. It also contributes to the sustainable management of
environments as the palm protects the soil from erosion and nutrient loss.

Lately, however, the coconut industry has been characterized as a sunset
industry because of erratic and declining production, and its seeming inability to
meet the challenges brought by the domestic economic climate, new competitors,
and changes in international trading regulations.

With the reduction in tariffs under the GATT, domestic support and export
subsidies will lead to greater market access. For the coconut industry, the goal is
global competitiveness — enhancing the country’s edge in the export market. The
opportunities being brought about by trade liberalization must be maximized, while
protecting the industry from the adverse impact of the opening of markets.
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1. Production

World production of coconut was 43.275 million MT in 1994. The average
growth rate was 1.92% from 1980 to 1949. Major producing countries are in Asia
and the Pacific where coconut is primarily a smallholder crop, with Indonesia and
the Philippine leading the production.

Here in the Philippines, coconut is a major crop in 67 provinces, occupying
3.16 million ha in 1998 (distributed in Mindanao, 1.7 million ha; Luzon, 0.9 million
ha; and Visayas, 0.6 million ha) with 240 million trees bearing an annual avcrage of
7 billion nuts. It is widely grown in Mindanao which occupies over half of the total
coconut hectarage and produces the largest proportion of outputs. Major produc-
ing regions are Southern Tagalog, Bicol, Eastern Visayas, Western Mindanao, and
Southern Mindanao (Figure 6, Appendix Table 8).

From 1990 to 1998, the total area planted to coconut was highest in 1997 at
3.31 million ha (Appendix Table 8). There is, however, a continuing reduction trend
in area planted to coconut, especially in Mindanao, due to the shift from coconut
to other high-value crops, conversion of coconut lands to other more profitable
uses (residential, commercial or industrial), and cutting of coconut trees for coco
lumber. The shift in land use to other high value crops is significant in Mindanao
where more lands are planted to banana, durian and other exotic fruits and commer-
cial crops. Land conversion and cutting of coconut trees for lumber are prevalent in
Southern Tagalog as a result of industrialization.

Through the years, coconut production has been on the downtrend and this
could be attributed to the declining hectarage and yield. The ban on copra exporta-
tion in the early 1980s may have affected the industry’s production during this
period. With the lifting of the export ban in 1986, production surged to a record
high of 14.33 million MT. In 1994, production fell by 23% from the 1986 level, with
11.2 million MT of nuts. This was attributed to senility of old trees, conversion of
coconut farms to other uses in the Mindanao and CALABARZON areas, and ty-
phoons in Visayas and Luzon. Production slightly increased in 1995 (12.18 million
MT) and 1997 (12.11 million MT), but reached a low of 10.9 million MT in 1998
(Appendix Table 9).

Among the reasons identified for the decline in productivity of coconut in
the country area: 1) low productivity of old senescing trees and failure to imple-
ment replanting program; 2) non-utilization of improved farming practices to in-
crease yield; 3) limited supply of improved and high-yielding varieties; 4) preva-
lence of typhoons in coconut-growing regions in Luzon and Visayas; 5) poor post
harvest handling causing low quality copra and copra meal; 6) poor soil condi-
tions; 7) inadequate funds to develop industry, scientific manpower is inadequate,
and capability for RDE is low. Table 6 summarizes the status of coconut production
in the Philippines.
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Figure 6. Coconut area harvested (‘000 ha) by region 1997

2.  Uses, Consumption and Marketing

Coconut goes through a marketing system that has developed within the
industry. The nuts are harvested by hired workers and brought to accessible areas,
preferably near the road. They may be sold to barangay or town buyers who are
normally involved in fresh nut and copra trading. The various users of copra get
their supply from these buyers. The users are the millers, oil miller/refiners, and oil
miller/refiner/manufacturers who may also be involved in the domestic sale and
export of coconut products. For their raw materials, desiccated coconut manufac-
turers buy fresh nuts from the buyers.

Under this marketing scheme, farmgate prices fluctuate and are generally low,
sharing arrangements are inequitable, and farm worker wages are low. The whole
trading and marketing system works to the disadvantage of majority of the poor
coconut farmers.

The Philippines used to export copra as a major item. Starting in 1980, how-
ever, copra became a minor export product. In 1995, it accounted for only about 1%
of the total volume of coconut export in copra equivalent. For the last ten years,
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Table 6. Status of coconut production in the Philippines, 1994-1998

COCONUT 1994 199§ 1996 1997 1998

Hectarage (ha) 3,082,651 3,064,457 3,149,035 3,314,416 3,115,832
Production (MT) 11,206,997 12,183,088 11,368,111 12,118,452 10,905,328
Yields/ha (MT/ha) 3.64 3.98 3.61 3.66 3.50

Areas of production

Southern Tagalog, Bicol, Eastern Visayas, Western Mindanao, and
Southern Mindanao

Major problems
encountered

and constraints to
production

e  Low productivity of old trees and failure to implement
replanting program

e  Non-utilization of improved farming practices

Limited supply of improved and high-yielding varieties

Prevalence of typhoon in coconut-growing regions

Poor harvest handling

Poor soil conditions

Inadequate funds for RDE

Major problems
encountered

and constraints to
marketing

s  Farmgate prices fluctuate and are generally low; sharing
arrangements are inequitable; farm worker wages are low; the
whole trading and marketing system works to the disadvantage
of majority of the poor coconut farmers

e Industry is basically export dependent; domestic utilization is
less competitive in the world oils and fats trade

e Development of new world sources of lauric acid fats
has posed a threat to the industry.

Note: Refer to Appendix Table 8§ and 9 for 1990-98 data on area harvested to coconut and
volume of production by region.

coconut oil (CNO) has become the dominant export product of coconut, account-
ing for about 74% in 1995. About 13% was exported as DCN, coco chemicals, and
copra.

Twenty percent was used locally for the production of commercial edible
cooking oil; coco chemicals; base material for shortening, laundry soap, and deter-
gent; home made oil; and food. Other products with potential in domestic/foreign
market are coir fiber and dust from the husk; charcoal and activated carbon from
shell; beverage, vinegar, plant culture media, growth hormones for coconut water;
and food products from coconut meat.

In 1995, coconut production was 2.65 million tons (copra terms). In 1997,
Philippine coco chemical capacity was expected to grow by 63% (310,500 tons) with
the entry of the Prime Oleochemicals, Inc., with production capacity of 120,000
tons. In the next five years, the composition of coconut exports is seen to change,
with the Philippines exporting mostly processed or finished products.
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From 1989 to 1995, the major markets for CNO value-wise are USA (43%),
Europe (41%); and non-traditional destinations (16%). Japan is the main market for
coconut shell charcoal, while USA and Japan are the major markets for activated
carbon. Exports of coco chemicals followed a downward trend from the recorded
154,000 tons in copra equivalent in 1987 to 43,000 tons in {991 following an expanding
domestic market. It recovered in 1992 and registcred a peak of 88,000 tons in 1993.

Prices of coconut products follow the international market trends. From 1980
to 1991, average domestic and export prices in nominal terms of copra, coconut oil,
copra meal and DCN fluctuated. Such trend is attributed to fluctuating world coco-
nut oil prices, and in response to the supply position in the Philippines which is
basically controlled on a yearly basis by the weather.

The export-dependent nature of the industry is a valid concern among stake-
holders, with domestic utilization of coconut as lowest among coconut-producing
countries. Another concern that threatens the industry is the less competitive price
of coconut oil compared to that of other vegetable oils in the world oils and fats trade,
and the development of new world sources of lauric acid fats besides coconut oil.
Lower tariff rates on imported coconut and coconut oils are also expected to increase
their inflow into the country, thus the need to make local production more competi-
tive.

The projected market outlook for coconut in the near term remains bright. It is
and will continue to be a sunrise industry, especially with the government’s sus-
tained development efforts to increase coconut production at globally competitive
prices.

E  Fruits and Vegetables

Fruits and vegetables are relatively cheap sources of healthy foods which
impact the nutritional state. of Filipino consumers. While there are specialty fruits
and vegetables for the high-cnd markets, there are more than can easily be grown
for home consumption or marketed to the average consumers. The main thrust of
the government is to promote market driven-based production system for fruits and
vegetables that are technologically cost efficient and competitive in local and ex-
port markets, and home consumption-based production system for indigenous,
nutritious crops.

Three factors led to the development of the Philippine fruit export industry:
large investments and technology transfer by multinationals, principally in banana
and pineapple; keen interest from Japanese traders and consumers; and export
liberalization. The industry classifies major fruits and nuts into two categories.
Currently exported fruits are banana, pineapple, mango and papaya. Potential
exports include citrus, durian, cashew, pili, mangosteen and jackfruit.

Meanwhile, the growth and development of the vegetable industry in the last
four decades contributed significantly to improvements in both the nutritional well-
being and economic status of the Filipino. The Philippines enjoys a comparative
advantage in the production of select fresh vegetables and vegetable seeds. Its



94 Trans. Natl. Acad. Sci. Tech. Philippines 21 (1999)

favorable climate makes it possible to produce over 30 kinds of fresh vegetable all-
year round and grow several vegetable seeds from crops that require different
climate for flowering. Recent developments in the domestic and export markets
open bright opportunities for vegetables.

This section will touch on two major fruit exports — banana and mango, and
leading vegetable crops — onion and mungbean.

1. Banana

The Philippines ranks fifth in the international banana trade. The country is the
only supplier of banana chips in the world, accounting for 95% of the annual export
receipts of processed bananas over the past five years. Banana chips are exported to
32 countries, with the USA and EEC as the major importers. Under the GATT, the
banana industry can take advantage of the lower tariff in the export market.

Banana is a widely grown fruit in the country, planted as a component of the
farming system or as a main crop in large plantations in Mindanao. It is an important
source of cash income for small farmers who constitute 75% of the banana growers. A
total of 5.9 million farm households are dependent on the banana industry.

Of the 80 distinct Philippine banana cultivars, Lakatan, Latundan, Bungulan
and Saba are popularly grown for the local market. Meanwhile, Cavendish is pro-
duced for fresh fruit export market. At present, Senorita and Lakatan are gaining
acceptance in major importing countries. Likewise, Saba is the chief source of
banana chips and catsup.

Banana is the leading fruit crop in terms of area, volume and value of produc-
tion. A total of 337,082 ha were planted to banana in 1998. Major areas of produc-
tion are in Southerm Tagalog, Western Visayas, Western Mindanao, Northern
Mindanao, Southern Mindanao, Central Mindanao, CARAGA, and ARMM (Ap-
pendix Table 10).

Total production in 1997 was 3.4 million tons valued at P10.74 billion (Appen-
dix Table 11, Table 7). Top producing region is Southern Mindanao, accounting for
1.6 million tons of total production. The national average yield was 10.56 t/ha while
big plantations produced about 40 t/ha per year.

Bananas are consumed fresh or processed as chips, catsup, wine, flour, puree
and other food/feed preparations. About 66% of production is being consumed
locally, while 34% is exported. About 73% of the local consumer fruit intake con-
sists of banana. Per capita consumption averaged about 22kg/year in 1993-1997.

Export earmnings from fresh and processed banana averaged about US$244.13
million/year (1993-1997). About 1.14 million MT of fresh banana and 19,094 MT of
chips were exported in 1997. Japan, Hong Kong, and the Middle East countries are
the major export markets.

Domestic market for fresh banana is dominated by middlemen and traders,
while the export industry is handled mostly by multinational corporations. In small-
scale farms, bananas are sold on a finger count basis; in commercial plantations,
these are sold by weight.
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Table 7. Status of banana production in the Philippines, 1994-1998

COCONUT 1994 1995 1996 1997 1998

Hectarage (ha) 362,542 322,008 326,913 338,277 337,082
Production (MT) 3,192,620 3,489,453 3,304,060  3.391,150 3,560,763
Yields/ha (MT/ha) 9.80 10.87 10.13 11.16 10.56

Areas of production Southern Tagalog, Western Visayas, Western Mindanao, Northern
Mindanao, Southern Mindanao, Central Mindanao, CARAGA,

and ARMM
Major problems e  Widespread occurrnce of diseases, particularly, banana bunchy
encountered top and mosaic
and constraints to o  Unreliability of raw materials supply for the banana chip
production industry
Major problems e  Poor/lack of transport system, market information as well as
encountered stiff competition from other countries
and constraints to whole trading and marketing system works to the disadvantage
marketing . Perishable nature of banana limits farmers’ bid to command

favorable price for produce

e  Poor condition of farm-to-market roads, transportation and
port facilities, post harvest and storage losses

e Inadequate financing program for banana at the farm and
market levels.

Note: Refer to dAppendix Tables 10 and 1] for 1990-98 data on area harvested to banana
and volume of production by region.

Among the problems encountered b the industry include: 1) widespread oc-
currence of diseases, particularly banana bunchy top and mosaic; 2) poor/lack of
transport system, market information as well as stiff competition from other coun-
tries; 3) unreliability of quality raw materials supply experienced by the banana
chip industry; and 4) high production cost.

In terms of price trend, local prices fluctuate considering the perishability and
availability of the fruit. Lakatan fruits command selling prices than Latundan and
Bungulan. In terms of marketing assistance, there is inadequate financing program
for banana at the farm and market levels.

2. Mango

The Philippines is the world's eight leading mango producer. It takes advantage
of the lower tariff in its export market. Japan’s effort to reduce its tariff of dried
mangoes from 603% and offer General Systems of Preference (GSP) privilegesto allow
Philippine mangoes to enter Japan duty-free the GATT is a big boost to Philippine
exports.

Mango is the country’s third most important fruit crop in terms of production
area, volume and value. The ‘Carabao’ variety is one of the world’s best; other
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important varieties are ‘Pico’ and ‘Katchamita’. The industry supports some 2.5
million farmers and farm family members.

Mango thrives best in areas with at least five months of dry period. Area
planted to mango in 1998 was 92,939 ha. Leading mango production areas are
Ilocos, Cagayan Valley, Southern Tagalog, Western Visayas and Central Luzon
(Appendix Table 12). Total volume produced in 1998 was 950,074 MT valued at
US$51,376,000, with Ilocos Region leading at 290,169 MT. From 541,662 MT in 1994,
production rose to 1,028,121 MT in 1997 and 917,471 in 1998 (Appendix Table 13).
Table 8 summarizes the status of mango production in the Philippines.

The fruit is eaten fresh as dessert or as relish depending on fruit maturity. It
is also processed into dried, puree, juice, nectar, chutney, pickle, and mango scoops;
roll, powder, halves or scoops in light syrup; as used as flavoring for ice cream,
bakery products, and confectioneries.

Philippine mango export is expected to increase by 13% because of growing
market demand and world population. Domestic consumption is estimated at 16.3
kg/person annually.

In 1998, 32,513 tons fresh mango fruits worth US2$24 million (FOB) was ex-
ported to Hong Kong, Japan, Australia, United Kingdom, Canada and other coun-
tries. Export from dried and other processed mango products was 40,000 tons val-
uedat US$27,642,249 (FOB).

Marketing is done by middlemen who are contract-buyers, agents, assem-
bler-wholesalers, wholesalers-exporters, and wholesaler-retailers. Fruits for local mar-
kets are packed with or without newspapers as liners in bamboo baskets, while
those for export are placed in carton boxes or wooden crates.

Among the common problems in mango production are as follows: 1) poor
orchard management, especially lack of pruning, inadequate nutrition, indiscrimi-
nate use of chemicals, and use of inferior quality planting materials; 2) lack of crop
zoning, which weakens necessary support services and infrastructure; 3) weak
integrated pest management technology; 4) lack of an effective technology transfer
program for growers; 5) insufficient pre-and post-harvest facilities. In terms of
marketing, following are some concerns; 1) inadequate financing and credit support
and defective marketing system; 2) lack of standard quality control; and 3) limited
promotion and expansion of potential markets.

3. Onion

Onion is a dry season crop usually planted as a second crop to rice. It is
usually grown in Nueva Ecija in Central Luzon (8,010 ha) and in the llocos Region
(4,299 ha). Area planted with onion in the Philippines has doubled significantly
from 5,854 ha in 1992 to 12,769 ha in 1998 (Appendix Table 14).

Central Luzon accounted for 60% (51,245 MT) of the total onion production
of 87,666 MT in 1998, while llocos region shared 36% (34,834 MT) (Appendix Table
15). There is a significant increase in the volume of production from 1990 (61,470
MT)tothe 1998 level,
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Table 8. Status of mango production in the Philippines, 1994-1998

MANGO 1994 1995 1996 1997 1998

Hectarage (ha) 64,960 80,393 87,680 91,899 92,939
Production {MT) 541,662 595,138 932,730 1,028,121 950,074
Yields’ha (MT/ha) 8.34 7.40 10.64 11.19 10.22

Areas of production llocos Region, Cagayan Valley, Southern Tagalog, Western Visayas,
Central Luzon

Major problems e  Poor orchard management, especially lack of pruning,
encountered inadequate nutrition, indiscriminate use of chemicals, and use
and constraints to of interior quality planting materials

production e Lack of crop zoning, which weakens necessary support

services and infrastructure
e Weak integrated pest management technology
e Lack of an effective technology transfer program for growers
e Insufficient pre-and post-harvest facilities.

Major problems e  Inadequate financing and credit support and defective
encountered marketing system

and constraints to e  Lack of standard quality control

marketing . LLimited promotion and expansion of potential markets

Note: Refer to Appendix Tables 12 and 13 for 1990-98 data on area harvested to mango
and volume of production by region.

Return on investment (ROI) in onion is high, making it one of the more
profitable crops in the country. ROI for native onion is 2.47; for red creole, 2.06;
and for yellow granex, 2.04 (Batang et al as cited by Librero and Rola 1996). Onion
production through the years, however, is marked by fluctuations because of
changes in weather conditions, pests and diseases, area harvested and yield. The
occurrence of long dry season enhances the incidence of pests and diseases that
significantly affects onion yield.

The marketing system of onion is basically competitive because of the pres-
ence of many buyers and sellers interacting in the market. Farmers sell onions
based on variety and size, with no strict standards being followed by both farmers
and traders. The abundance of intermediarics has led to increased marketing cost.

There is a virtual lack of technology on the production of quality onions,
particularly the yellow granex variety. Seeds are still being imported. Development
activities on varietal improvement to lengthen shelf-life, higher solid components
for processing, and alternative storage methods should be pursued. People ventur-
ing into onion growing should be cautious as the industry is sensitive to oversup-
ply. Adequate storage facilities are needed to prolong shelf life and avoid price
drops during the harvest season. Table 9 summarizes the status of onion produc-
tion in the Philippines.
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Table 9. Status of onion production in the Philippines, 1994-1998

UNION 1994 1995 1996 1997 1998

Hectarage (ha) 7,559 8,693 9,806 11,888 12,769
Production (MT) 73,635 88,427 83,322 85,393 87,666
Yields/ha (MT/ha) 9.74 10.17 8.50 7.18 6.87

Areas of production Central Luzon and liocos Region

Major problems e  Fluctuation in production due to changes in weather
encountered conditions, pests and diseases, and decline in yield.

and constraints to Occurrence of long dry season enhances the incidence of
production pests and diseases.

e  Lack of technology on the production of quality onions,
particularly the yellow granex variety. Seeds are still being
imported.

e Inadequate R&D on varietal improvement to lengthen shelf-
life and higher solid components for processing, and on
alternative storage methods.

e  Lack of financing and high cost of inputs

Major problems o Inefficient marketing and distribution systems. Abundance of
encountered intermediaries lead to increased marketing cost.

and constraints to e  The industry is senstive to oversupply. Adequate storage
marketing facilities are needed to prolong shelf life and avoid price drops

during the harvest season.

Note: Refer to Appendix Tables 14 and 15 for 1990-98 data on area harvested to onion
and volume of production by region.

Traditionally, onion has the biggest share in export eaming. In 26 years, it
accounted for 34% of the vegetable industry’s foreign exchange earnings. From the
1970s, fresh onion exports showed fast growth. The record in volume (18,246 tons)
and value (US$6.8 million) was reached in 1986. In 1996, export of fresh onion
(including shallots or native onion) reached 27,227 tons, worth US$11.4 million.
Japan got 87% of the onions, followed by Hong Kong, Singapore, Thailand, and
the United Kingdom. Indonesia was the major exporter of shallots, absorbing 73%
of the total. Dried and pickled onions, though in minimal quantities, were also
exported to Singapore and Japan.

4. Mungbean

Of the 13 million ha devotedto agricultural production in the country, only 0.12
millionhaare planted to legumes (BAS 1989-1996). Volume o fproductionislow at
77,000 MT annually during the past 17 years, while demand has grown to more than
100-200%. To meet the demand, importation was resorted. In the last six years, local
supply of legumes (groundnut and mungbean) meet only about half of the demand.
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Legumes are usually grown in combination with rice and corn either as an
inter-crop (corn with peanut) or in rotati_.. corn-legume; com-corn-legume; rice-
legume; rice-rice-legume).

Mungbean is a poor man’s meat and, thus, has become part of the Filipino’s
eating habit. It is harvested all year-round in different areas of the country, thus,
seed supply is not much of a problem.

Unlike other legumes which experienced declining trends in area and volume
of production for the past nine years (1990-1998), there was not much change in
area (35,000 ha) and volume (25,000 MT/year) of mungbean (Appendix Tables 16
and 17). Its status as a subsistence crop helped prevent the decline in area of
production. The slight increase in mungbean yield (10%) between 1980-1997 may
have been the result of high adoption of BPI Mg9 or “Taiwan Green” a drought
resistant mungbean variety with a higher yield of 1.0MT/ha. The Ilocos region has
the largest area planted to mungbean (11,897 ha) and the highest volume of pro-
duction (12,197 MT) as well.

Among the major constraints to mungbean production are occurrence of
pests and diseases, inadequate supply of seeds, high cost of production inputs,
bad weather and natural calamities, lack of water or irrigation system, inadequate
transportation, poor soil condition, and losses due to thieves and stray animals.
Marketing constraints include price instability, lack of marketing information, high
transport cost/poor transport system, and lack of market outlet. Table 10 summa-
rizes the status of mungbean production in the Philippines.

F Roots

Among the crops with great potential to fulfill the food security requirements
of the country are the rootcrops, particularly cassava and sweetpotato — indig-
enous, nutritious crops that require minimal technology, labor and inputs. Lately,
however, cassava and sweetpotato have emerged from their traditional image of
being poor man’s crops into important industrial and food crops. Both grow easily
even under poor conditions and are major crop components in mixed cropping
systems in the uplands.

1. Cassava

The Philippines is one of the major producers of cassava, along with Thai-
land, Indonesia, India, China and Vietnam. In 1997, the national production of cas-
sava reached 1,958,004 MT, the highest level attained during the past 10 years.
Yields range from 8-20 t/ha in the uplands to 20-40 t/ha in plantations. The national
average, however, was 8.25 t/hain 1998,

Production area in the country reached 216,474 ha in 1998 (Table 11), with the
ARMM having the largest area followed by the Bicol region and Eastern Visayas.
These accounted for 57.9% of the area planted to cassava nationwide. ARMM,
Bicol and Western Mindanao were the top cassava producers, withyields of 869,278
MT, 226,883 MT, AND 216,626 MT, respectively.
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Table 10. Status of mungbean production in the Philippines, 1994-1998

MUNGBEAN 1994 1995 1996 1997 1998

Hectarage (ha) 34,006 34,860 35,453 36,420 34,629
Production (MT) 24,218 26,651 26,792 27,468 27,670
Yields’/ha (MT/ha) 0.71 0.76 0.76 0.75 0.80

Areas of production

Major problems e Occurrence of pests and diseases in mongo farms

encountered e Inadequate supply of seeds

and constraints to e  High cost of inputs

production e  Bad weather and natural calamities, lack of water or irrigation
system, inadequate transportation, poor soil condition and
losses due to thieves and stray animals
imported.

Major problems e  Price instability

encountered Lack of marketing information

and constraints to e  High transport cost/poor transport system

marketing e  Lack of buyer or market outlets

Note: Refer to Appendix Tables 16 and 17 for 199098 data on area harvested to mungbean
and volume of production by region.

About 44% of production is consumed as food. Cassava can either substi-
tute for or supplement rice and com in daily meals. It is the most important food
crop in Lanao, Zamboanga, and Sulu where grated cassava is the staple of the
Muslim population. Substantial production volume is processed into various in-
dustrial products such as starch and its derivatives. Increasing volumes are pro-
cessed into dried chips which are either exported to Europe or utilized domestically
as source of energy in aqua and livestock feeds.

2.  Sweetpotato

The Philippines ranks eight in the world in terms of sweetpotato production.
From 667,807 MT in 1994, production declined to 568,102 MT in 1998 (Table 11).
Current productivity level is at 4.44 MT/ha.

Production area in the country reached an averaged of 145,718 ha from 1993
to 1996. In 1998, however, it declined to 127,977 ha. Bicol region has consistently
led domestic production in terms of volume and hectarage, contributing 25% and
19.9% respectively, of the total production in 1996. Next to Bicol region in Eastern
Visayas, sharing 14.7% in production volume and 17.6% in area harvested in 1996,
followed by CARAGA and Central Visayas. The value of production was pegged at
P3.17 billion in 1996.

Sweetpotato is utilized mostly as food in traditional forms (such as boiled,
roasted, fried) and as unprocessed feeds. At present, sweetpotato can be made
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Table 11. Status of cassava and sweetpotato production in the Philippines, 1994-

1998
CASSAVA 1994 1995 1996 1997 1998
Hectarage (ha) 212,877 225,751 228,343 230,522 216,474
Production (MT) 1,890,509 1,905,903 1,910,775 1,958,004 1,786.714
Yields/ha (MT/ha) 8.88 8.44 8.37 8.49 8.25

Areas of production

ARMM, Bicol, Western Mindanao

Major problems

Farmers-processors do not receive optimum returns on

encountered investments because of poor processing and low quality

and constraints to products.

production e Traders offer low price for fresh and processed product
because of lack of quality control by farmers and processors.
The unstable supply and low quality of dried chips are some
of the problems, especially in marketing for industrial uses.

e  Lack of postharvest facilities and the continuous importation
of cassava starch and glucose have also been cited as problems
in the cassava industry

SWEETPOTATO 1994 1995 1996 1997 1998

Hectarage (ha) 146,111 145,236 141,006 141,701 127,977
Production (MT) 667,807 667,946 654,231 631,431 568,102
Yields/ha (MT/ha) 4.57 4.60 4.64 4.46 4.44

Areas of production

Bicol, Eastern Visayas, CARAGA and Central Visayas

Major problems
encountered

and constraints to
production

e  Low productivity due to inefficient production and low
adoption of technology

Incidence of pest and diseases

Low dry matter content even of recommended varieties
Use of marginal lands for most sweetpotato production
Insufficient postharvest facilities, tools and equipment
Weak farm producers-market linkage

Poor social/cultural acceptability of sweetpotato products

into semiprocessed products, flour/starch, catsup, fruit-like products, jam, snack
chips, and beverage. Sweetpotato starch is used for the manufacture of paper, ink,
paint, chemical products, feed stuff and accelerant. The by-products from starch
processing can be used for alcohol and organic fertilizer production.

Sweetpotato has a potential demand of 648,000 MT/year from human con-
sumption alone at 9 kg/capita consumption. There is a growing demand in the local
and export markets for sweetpotato and its products. Initiatives/enterprises for the
production of starch and flour for various high-value processed products are now
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in place. Demand for sweetpotato as energy source in commercial feeds and as raw
materials for alcohol production has created growing need to further increase pro-
duction in the country.

Domestic market still remains as the major outlet for fresh sweetpotato. In-
creasing volume in the future is expected to cater to emerging local and interna-
tional markets as ingredient for animal feeds and flour/starch.

E Abaca

The Philippine abaca has remained a viable source of export earnings contrib-
uting an average of US$50 million from 1985 to 1995. It still dominates the world
market supply of 85%. Being a consistent dollar earner and contributor to the
upliftment of the socioeconomic condition of the people, abaca is identified as the
flagship commodity of the Eastern Visayas region.

In 1996, abaca production in the country reached 70,400 MT valued at P1.27
billion. In 1998, it slightly increased to 71,276 MT. Area of production is 106,299
ha in 1998 (Table 12), with a ten-year national average yield of 0.93 MT/ha.
Eastern Visayas is noted as the largest abaca producer in the country, followed by
Bicol.

Products derived from abaca are ropes and other cordage products; fibercraft
products such as bags, hats, place mats and other cottage industries; and abaca pulp.

Demand forraw abaca fiber in the world market increased by 6.6% from 18.7 T
mt in 1994 t0 19.32 T mtin 1995. Raw fiber production decreased from 48,915 MT to
45,541 MT (1994-1995). Export earnings from abaca fibers and manufacturers reached
US$94.5 million in 1995 from US$82.4 million in 1994. The rising demand for abaca fiber
can be attributed to the GATT ratification and new markets and growing popularity.

1. PHILIPPINE AGRICULTURE: TRADINGINTO THE FUTURE

As the country grapples over the propriety of opening up its agricultural
markets to foreign competition, so unfolds the World Trade Organization’s (WTQO)
process of continuing the negotiations to further globalize agricultural markets in
the world, as well as to continue to process of installing rules-based trading regime
for agriculture. Besides weighing the net advantages of deepening market access
commitments, the country will have to assess if it is in its advantage to adopt the
proposed new rules on agricultural global trading.

Following the ratification by the Philippine Senate of the GATT Uruguay
Round Final Act, the government acceded to the WTO in 1995 as one of the
organization’s founding members. Under this trade treaty, the Philippines agreed to
not only increasing open its agricultural markets to foreign competition but also to
legally enable the rules governing agricultural trade as defined in the treaty.

The Uruguay Round Final Act integrates for the first time agricultural trade
under the rules and discipline of the GATT. In the past, agricultural trade has been
distorted, both in favor of countries which have been able to subsidize their re-
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With this possible loss in markets, farm income may decline. As a conse-
quence, the access of farm families to food supply would be impaired, exacerbating
the country’s undernutrition problem. Critics of GATT also claim that the country’s
ability to provide food to its growing population will also be impaired because of
the shift to high value crops for export to replace traditional crops as rice and corn.

Trade liberalization under the GATT-WTO is indeed, a double-edge sword —
it can make or break Philippine agriculture. Its long term goal is to make domestic
producers more competitive in the world market through exposure and access to
better technology, improved production efficiency and higher product standards.
However, the preconditions to the achievement of these in the domestic situation
rest upon the resources especially of the small farmers, and the so-called safety net
measures in the form of infrastructure and institutional support from the govern-
ment that would facilitate farmers’ access to these free trade opportunities.

Inthenextmillennium, globalization will be a central concern. Filipino consum-
ers will enjoy access to a wide range of goods and services. At the same time, how-
ever, Filipino farmers may fear — validly — that globalization is a threat to their liveli-
hood.

Provided that all stakeholders are true to their commitments, modernizing
Philippine agriculture through the AFMA, with the corresponding substantial in-
crease in public investment, is what will cushion our small farmers from the fall.

A, Key Features of the Agricultural Accord under the GATT

1. Conversion of all Quantitative Restriction (QRs) Imposed on Agricultural
Products Into Tariffs

QRs are measures imposed by a government to deny entry or restrict the
amount of agricultural products imported from other countries. Under the GATT, all
these restrictions will be lifted by member-countries. However, they will be allowed
to impose tariff rates equivalent to the level of protection enjoyed prior to the
removal of such restrictions.

2. Reduction of Tariffs on Agricultural products

All member-countries are required to “bind” or set a maximum limit on tariffs
to be imposed on all agricultural products. Developing member-countries will then
reduce these limits by a mimmum of 10% for each tariff line and by a simple average
of 24% for all tariff lines within ten years starting 1995 until year 2004. Developed
member-countries, on the other hand, will reduce these limits by a mini