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CHAPTER I
INTRODUCTION

This paper presents a description and analysis of the Philippine grain
marketing system and of the government agencies and programs wnich directly
affect it's agriculture. It is organized into six major sections: 1) Intro-
duction, 2) General Qverview, 3} Agricultural Overview, 4) Government
Agencies and Programs, 5) Analyses of Production Practices, and 6) Marketing
of Rice and Com.

Tnis paper is limited by the fact that this author was unaole to visit
the Philippines first hand. However, valuable information was cbtained for
this project by X-State personnel who are working in the Philippines.
Further, some of the Filipino students at X-State work for some of the
governmental agencies of their country and were heipful in providing needed
information.

It is recognized that there is a distinct lack of information in com
and sorghum marketing. Research in corn and sorghum marketing has been
minimal compared to that for rice which is the principal grain and fcod crop

in the Philippines.



CHAPTER II
GENERAL QVERVIEW OF COUNTRY

Selected climatical, econamic, geographical, political and social facts
and problems will be discussed and analyzed in this secticn to hetter under-
stand the role of agriculture. The Philippines can be classified, economi-
cally speaking, as one of the lesser developed nations. Although steady
aconomic gains have been achieved since 1960, it is 3till largely under-
developed. In the Philippines, a modern mcney economy has developed along-
side a traditional indigenous aconomy resuiting in a "dualistic sconomy."”

The Philippines comprises about 7,100 isltands with a land area of
115,830 square miles approximately the size of Arizona. Mountain ranges
running north to south divide the islands into small watersheds with short
and usually rapid rivers and isolated alluvial plains. About 65% of the land
in the Philippines is classified as either mountainous or upland (see Map 1).

There are four distinct types of climate which run north to south with
the mountain ranges and which also cause distinct variations in rainfall from
month to month. Map 2 illustrates these types along with a short explanation
of each cne.

One benefit of the mountain ranges is that they act as a shield prevent-
ing parts of all the islands from receiving the full force of the monsoons.
There ars monsocons from the northeast from November to Fedbruary and the south-
west during the months of June to Septamber. Over 50% of the rainfall in the

Philippines is associated with typhaons and tropical storms. The one



unifying element climate-wise in the Philippines is the temperature. It
averages around 26 to 28 degrees centigrade annually, providing the Philip-
pines with a year round growing seasen.

The Philippines has one of the fastest growing population rates in Asia.
Sinca 1946 the average annual rate has been about 3% (see Table 1). The
average annual growth rate for a1l cther East Asian countries {Republic of
China, Malaysia, Thailand and Indonesia) was about 2.6% for the same time
period. For the South Asia countries (Burma, Ceylon, India and Pakistan) the
average annual growth rate of population for the same time period was 2.2%.
With an estimated popultation of 42.83 million people in 1975, the Philippines
is the eighth most populous nation in the developing world. Appréximate?y
1 out of every 3 Filipinos reside in urban areas, and about two-thirds of
these Tive in communities of 50,000 and above.

The original inhabitants of the Philippine Islands were believed to be
Negritos. Today the majority of the population is of Maiay stock who
migrated from the Malay peninsula and the Indonesian Islands. However,
according to the Bursau of Census and Statistics, in 1974 about 4.4 million
Filipinos were classified as ethnic or cultural minorities. No language in
the Philippines is the mother tongue of more than a quarter of the population,
In 1960 about 40% of the population could speak Englisn and about 44% a
dialect of Filipino known as Tagalog.

The estimatad rate of literacy is about 33%. This is ameng the highest
in Asia. In contrast, nowever, average nutritional standards are among the
lowest of any country in the world. Average daily calorie intake in the
Philippines is estimated to be 1,700 calories wnhicnh is about 300 calaries or
15 percent below estimatad minimum daily requirements. The estimated daily

per capita intake of nearty countries are: Taiwan 2,350 calories; Scuth Korea



2,200 calories; and Malaysia 2,100 calories. Daily protein intake is esti-
mated at 46.4 grams per capita as compared with a minimum estimated daily
requirement of 50.0 grams per person.

Table 2 shows some selacted economic indicators. The gross national
product at current prices was 94,800,000,000 pesos in 1574, At constant 1967
prices, the GNP was 40,5651,000,000 pesos. Overall economic growth during the
1960's and the first half of the 1970's averaged about 6 percent a year in
real terms. This rate of growth comparas favorably with the Philippines’
fellow Asian countries. Over the same time period the average annual rate of
growth was approximately 3.6% and 5.1% respectively, for South and East Asian
countries.

The Philippines has a fairly broad diversifiad industrial sector.
Significant quantities of silver, copper, chromite and copper ore are
produced. In 1974, manufacturing, mining and construction accountad for
about 32% of net domestic product. Approximataly one-third of the total
annual fixed investment is estimated to be in the industrial sector. However,
this sector provides employment for only 15 percent of the labor force.

[n the 1950's and 1960's an import substitution stratagy was vigoraously
promoted by the national government., This strategy failed for demand was
merely shifted to capital and intermediate gocds ta meet the needs of the
domestic consumer market. Consequently manufacturing became concaentrated in
large scale and capital intensive units which were located in greater Manila
and Southern Luzon., This policy has "constrained industrial growth particu-

1

larly during the seccnd half of the 196Q0's!"" Presently, "the Philippine

1United States Agency for Intarnational Cevelopment, Develcopmental
Assistance Plan for the Philippines, voi. I, sec. III {Washington, D.C.,
1974), p. 1.




Government is in the process of raticnalizing the existing industrial
structure and reorienting industrial growth.“2

The transportation, communication, storage and utilities sector has
composed less than .04 percent of the net domestic product in any year.

According to Volume I of the Development Assistant Plan of the Philippines,

this has severely retarded economic growth. "The Philippines lacks the econo-
mic infrastructure necessary to support the movement of goods and services
needed to faster economic development.”3 Conversely, the growth of commerce
and services were major contributors to the overall economic advance of the
Philippines. These sectors registered the greatest increase in number of
workers hired of any economic group since 1965.

The labor force was estimated to be about 14.3 million people in 1974 by
the National Economic Development Authority (MNEDA) as found in their statistical
yearbook. Of this number, it was estimated that 13.8 million of them were em-
ployed. This gives an official unemployment rate of 3.2% for 13974, which com-
pares favorably for an official unemployment rate of approximately 6.2% for
the 1960's, and 5.1% for the period 1970-1973.

This official unemployment rate is a misleading indicator as to the
health and strength of the Philippine economy. The term employment "presup-
pose conditions which are absent in many underdeveloped countries. 'Employ-
ment' presupposes a fairly homogeneous mobile labour force willing and able
to work and responsive to incentives."® This is not the case in the Philip-
pines according to a World Bank study done on the Philippines in 1976. This

study further concluded that there was a high "underemployment" rate. If

21bid.
3p.A.P., vol. I, sec. I, p. 12.

4Gera1d Meier, Leading Issues in Economic Development (New York: Oxford
University Press, 1970), p. 75.




underemployment exists it is equivalent to saying that "the marginal produc-

tivity of labor is zero or almost zero and may even be a negative quantity.“5

The United States Agency for International Development in its Developmental

Assistance Plan for the Philippines concluded that the Tevel of under-

employment has been increasing since the late 1960's and that in 1974 the
underemployment rate was somewhere between 12-14%.

For an underdeveloped country, the Philippines has had growth with
relative price stability. (See D.A.P. vol. I, sec. I} Not many under-
developed countries have been able to achieve this relationship. This sta-
bility was present each year until fiscal years 1973-74 and 1974-75. In these
years, however, consumer prices rose very rapidly. This was due to three prin-
cipal factors: 1) substantial expansion in liquidity due to an export boom of
sugar and copra, 2) domestic food shortages and 3) higher import costs of
petroleum. The consumer price index in those two years rose a little under
100 points. If there are no major upheavals in any of the key commodities and
"the continuance of a selective policy of monetary and fiscal restraint, the
rate of price inflation could fall below 10 percen‘a:.“6 Presently this situa-
tion appears to be taking place in the Philippines.

In IBRD's study Agricultural Survey of the Philippines it was estimated

that approximately haif of the laber force is employed in agriculture, forestry
and fishing. And that about two-thirds of the labor force live in rural areas.
This study stated that the labor force is presently growing at an annual rate
of 400,000 but is expected to climb 50% by the year 1985.

The average per capita income in real terms has grown from $154 in 1960

to $226 in 1974 which are significant gains in increasing real income.

51bid., pp. 151-152.
6p.A.P., vol. I, sec. I, p. 13.



However, today the average per capita income of the Philippines is still
considerabiy less than many of her Asian neighbors. It is less than one-half
of Taiwan's, and about two-thirds of South Korea's and Malaysia's current GNP
per capita levels.

Table 3 points up the fact that the national income of the Philippines
is quite unevenly divided between income classes and between rural and urban
families. This table clearly illustrates the point that the income of urban
families is much higher than rural ones. In 1971, 39.8% of all urban fami-
1ies had incomes of over 5,000 pesos a year whereas only 12.8% of the rural
families had incomes over 5,000 pesos annually. And this distribution of
income has gotten worse, not better, in recent years. "Since 1956, however,
there has been a deterijoration in the distribution of incomes among the rural
population as measured by the gini coefficient, which increased by 21%

. between 1957 and 19?1.“? Table 3 shows that in 1971, 40% of the families in
the Philippines received less than 12% of the total income. Putting it
another way, 2.5 million families received an average annual income of about
4,400 pesos or about 75 percent of the national average. For the rural
families, "it is estimated that in 1971 about half of all rural families had
incomes below that required to provide adequate nutrition and other essen-
tials of Tife."8

Another problem brought upon by the increase of population and industri-
alization is that of internal migration. The rural to urban migration rate,
according to NEDA statistics compiled in their four-year development plan, is

estimated at about 50% a year which has contributed substantially to the de-

7The Philippines: Priorities and Prospects for Development (Washington,
9.C.: World Bank, 1976), p. 94.

81bid., p. 95.
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~ terioration of urban conditions. The high rate of population growth has also
been one of the principal inhibiting factors in government efforts to improve
health and civil service services. Paradoxically, however, "despite the
economic and social disadvantages, squatters and slum dwellers (in urban
areas) consider their present lives better than their former situations.”9

Table 4 on inter-regional migration statistically points up another
problem which is as serious as the rural to urban migration problem. Econo-
mic development and unequal distribution of government services and programs
have been prevalent throughout the country. The internal migration has
been to the regions where there has been more economic development and
urbanization such as Southern Tagalog where Manila and Quezon City are
located. The regions listed on Table 4 which have a negative net migration
have had the least amount of development. They are Ilocos, Bicol, Western
Visayas, and Central Visayas regions. Map 3 indicates the location of these
regions.

The migration of Filipinos from Bicol and the Visayas regions to
Mindanao have caused much social unrest and conflict. In 1960 over 80% of
the Filipinos were Roman Catholic and 5% of them were Muslem. The Muslems
are located almost entirely upon the island of Mindanao. The large Musiem
minority in the Philippines has historically resisted integration of Mindanao,
their homeland, by non-Muslem Filipinos. An armed revolt broke out in late
1973, "primarily in response to land pressure as settiers immigrated from
other parts of the country.“]G The revolt has hampered development and
created a drain on government resources. This prcblem, the World Bank con-

cluded in their study, is still present with the Philippines today.

91hid., p. 53.
101hid., p. 9.



In 1946, the Philippines became an independent nation from the United
States. It was a colony of the United States from 1898 to 1946 and was
established as a constitutional government modeled after the United States.
This system of government lasted 26 years under September 21, 1972, when
President Ferdenand Marcos suspended the legislative powers of the Congress
and established martial Taw and a dictatorship. His leading political
opponent was then imprisoned.

A number of programs to bring about economic, financial and social re-
forms have been launched by the National government. These reforms are part
of an effort to build a "New Society" for the Philippines. These “New
Society" programs are intended to promote social development, economic
growth and a more equitable distribution of income and wealth.

Will the government succeed in bringing about the "New Society"? In
1960 the Economic Research Service and Foreign Agricultural Service of the
United States Department of Agriculture published a study on agriculture in
the Philippines. Many of the problems were identified and the necessary
prescriptions for changes were made. Recent studies cited in this paper by
the World Bank, the International Bank for Reconstruction and Development
and other international agencies point up a sad reality that for the most
part the same problems remain and that these studies offer basically the
same prescriptions to ongoing problems.

Can the present government cope with these problems? Initially it
seems as if the government's attempts are succeeding. Yet to bring about the
changes required for the "New Society" much more effort and time is required
to determine if any permanent change has come about. Hopefully, for the

material well-being of all Filipinos, the government will succeed.
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In conclusion, much economic progress has been made by the Philippines
since independence, However, much of this progress and development has not
improved the economic well-being of the average Filipino. The aforecited
economic studies indicate that with modifications in governmental policy the
Philippines has the capacity to make even more significant progress economi-
cally speaking. It has the capacity to succeed whereas many lesser de-
veloped countries lack even the capacity to grow and advance economically.
There exists genuine hope for the Philippines that with the establishment of
the new governmental system and resulting programs the country will develop

rapidly in the future.



MAR 1
ELEVATION MAP QF THE PHILIPPINES

SOURCE: Philippine Almanac and Handbook of Facts, 1975, p. 33.
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ELEVATION MAP OF THE PHILIPPINES
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MAP 2
CLIMATE MAP

SOURCE: Philippine Almanac and Handbock of Facts, 1975, p. 35.
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TABLE 1

TOTAL POPULATICHN 1948-1975
(Census and Selected Yesars)

15

Estimated Annual
Year Census Population Mid-Year Intarcensal
Population Growth Rate
1948 19,234,182
1960 27,087,865 27,732,340 3l
1961 28,174,753
1962 29,001,656
1963 29,859,458
1964 30,749,582
1965 31,6734693
1966 32,633,087
1967 33,629,509
1968 34,664,683
1969 35,740,434
1970 36,584,486 36,851,954 3.0
1971 37,919,096
1972 39,040,439
1973 40,218,819
1974 41,457,174
1975 42,758,657

SOURCE: Bureau of National Census and Statistics Orfice, Develoomental

Assistance Plan of Philiopines, USAID/Philippines, June 1, 1975, voi. IV,
sec. 1, p. 1.
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