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1. Introdu
uction
Agriculturre is a key se
ector of the Philippine ecconomy. It pproduces food for a grow
wing population. It
supplies essential
e
raw materials an
nd products fo
or the manuffacturing secttor and agro‐‐related indusstries.
It is a maajor link in th
he input and output value
e chain, and supplies surrplus labor to
o the industry and
service se
ectors.
However, all is not we
ell in Philippine agriculturre. Its contribbution to the gross domesstic product (GDP)
had fallen
n below one‐third since the 1960s, and
a has conttinuously dro
opped to onee‐eight since 2010
(Figure 1)). Growth off agricultural output has substantiallyy slowed dow
wn through tthe years fro
om an
annual avverage of 4%
% in the 1970
0s to about 2% in the 19980s and 1990s. Comparred to servicee and
manufacturing sectorss, agriculture output was laargely stagna nt through th
he years.
In terms of
o labor share, its contribution to total employmennt has declineed from 44% in 1990 to 3
33% in
2011 (Figgure 2). It exxperienced consistently slower
s
annuaal growth ratte at 1.2% ccompared to total
employment’s 2.5%.
Figure 1. Pe
ercentage share of agriculture, fo
orestry and
fisshing to GDP, 1970‐2010

Figure 2. Tottal employmentt and agriculturaal employment
(inn thousand persoons), 1990‐20111
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Poverty incidence in the Philippines remains largely a rural phenomenon and is highest among Filipinos
engaged in agriculture. As cited by Rapera et al. (2011), the International Fund for Agricultural
Development (IFAD) report indicated that about half of the 91 million Filipinos (in 2009) lived in rural
areas, and of this, 30% were considered poor. About 80% of the poor populace in the rural areas was
dependent on subsistence agriculture. This highlights the irony in agriculture, farmers who are involved
in food production, the building block of any agricultural supply chain, are among the poorest and most
food insecure.
These statistics are manifestations of the anemic performance of Philippine agriculture. Studies have
shown that the lackluster performance of the sector was not due to the lack of good policies and
programs but traces back to policy implementation failures which in turn, was attributed to lack of
budgetary support, inappropriate allocation of meager resources and issues of weak governance.
This paper highlights the performance of Philippine agriculture and the policy environment within which
it operates. The paper has two major parts. The first section describes the performance of Philippine
agriculture. The second part provides an overview of the policy environment that influenced and shaped
the agriculture sector, and the issues besetting the implementation of such policies.

2. Performance and productivity of Philippine agriculture
Crops dominates the sector accounting for 50% of the agricultural gross value added (GVA) while
livestock and poultry, and fisheries are far second and third with value shares of 24% and 19%,
respectively (Figure 3). Rice and corn led the growth of the crop sector which improved since 2010 at
4.5% compared to 2.4% over the period 2000‐2010. Close to that level was poultry at 4.4% compared to
3.4% growth rate over the decade. On the contrary, livestock showed a declining growth rate from 2.0%
to 1.5% during the same period. Fisheries, declining from 4.5% to negative 1.9%, experienced the same
trend. For livestock, development through upgrading of the genetics of dairy/beef cattle and small
ruminants are being implemented while the fisheries sector needs long‐term sustainability to recover
from the negative growth which is now being addressed through the enforcement of a “closed season”
policy under the Fisheries Code of the Philippines (1998).
This section also focuses on land productivity of five major crops namely: rice, corn, coconut, sugarcane
and banana. The growth rate for rice was fastest in the 1960s during the Green Revolution period until
the early 1980s with the introduction of hybrid varieties. Growth rate of yield dramatically declined in
the 1990s to 0.70% annually as the Green Revolution technologies matured, irrigation investments
declined and technology transfer slowed due to devolution (Habito and Briones, 2005; Aragon et al.,
2011).
Corn followed a similar pattern with that of rice, fast growth in the 1960s and slow growth in the 1970s.
But unlike rice, corn yield has maintained its steady growth. Fastest growth in corn productivity was
achieved during the period 2000‐2009 (Aragon et al., 2011) mainly due to the widespread adoption of
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hybrid yellow corn, utilization of productive areas and withdrawal of marginal lands from subsistence
farming of white corn (Habito and Briones, 2005). In terms of productivity in sugarcane, yield was
erratic during the period 1990 to 2009. Production declined from 1992 while yield stabilized in 2003 to
2006 and in 2008. On the other hand, plantation crops such as coconut and banana witnessed growth
during the period 1990 to 2009. However, while growth was observed in coconut, this proved slow at
only 1.1% annually. The productivity improvement was dismal at 0.77 mt/ha. Productivity in banana
grew at 3.2% annually from 11.4 mt/ha to 20.2 mt/ha from 1990 to 2009.
In terms of the livestock and poultry sector, growth has been consistent. Its contribution to GVA
increased from 13.2% in 1990 to 19.7% in 2009 (NSCB, 2010 as cited by Aragon et al., 2011).
In comparison with other countries, the Philippines is considered an average performer in terms of land
productivity. Msambichaka et al. (2010) described yield growth in developing Asia at an annual average
of 3.8% from 1967 to 1995. Highest growth occurred in China at 4.36% while lowest in Sri Lanka at
1.53%. Yield growth in the Philippines is somewhat in the middle at 3.05% (Table 1).
Table 1. Agricultural yield growth in Asia, 1967‐1995
Country

Growth rate

China
Korea
Bangladesh
Nepal
India
Sri Lanka
Pakistan
Malaysia

4.36
3.46
1.62
2.82
3.17
1.53
3.89
4.31

Myanmar
Philippines
Indonesia
Thailand
Vietnam
AVERAGE

3.20
3.05
4.06
3.20
3.89
3.80
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Figure 3. Gross

Source: Bureeau of Agricultural Statistics (BA
AS)

It should be pointed out that agricu
ultural develo
opment was nnot confined to cereals. A
Aside from ricce and
corn, the Ginintuang Masaganang
M
Ani
A (Golden and
a Bountiful Harvest; GM
MA) in 2001 in
nstituted proggrams
for cocon
nut, sugarcane, high‐value
e commerciall crops, livesttock and fish
heries. Likewiise, the Agri‐‐Pinoy
programs of the Deparrtment of Agrriculture also recognized t he importancce of these co
ommodities. W
While
focus is on
o traditional crops, quite notably, veggetable produuction in the past decadee exhibited hiighest
returns. Steadiest
S
trend is also appaarent in root crops and aq uaculture.

3. Agricultural policy environment
e
3.1 Agricu
ulture and fissheries modernization law
w
In the Phiilippines, the Agriculture and
a Fisheries Modernizatiion Act (AFMA) or Republic Act 8435, w
which
was signe
ed into law in
n December 1997,
1
is the primary
p
policyy in the development of the agriculturre and
fisheries sector.
s
It is considered
c
a landmark law
w where maj or programs and policies in developin
ng the
sector are
e anchored. AFMA is bassed on seven core principples, namely: poverty alleeviation and social
equity, fo
ood security,, rational use of resourcces, global ccompetitiveneess, sustainaable development,
people em
mpowermentt and protection from unfaair competitioon.
Many Filipinos expectted the AFM
MA to usher in the muchh needed invvestments that could spu
ur the
developm
ment of the se
ector. Investm
ment is requirred to also adddress the gro
owing list of eexpectations,, from
rural pove
erty reductio
on to food se
ecurity, equitable distributtion of incom
me and wealtth, stewardsh
hip of
natural re
esources, and
d resilience to
t climate ch
hange. Investtments should be strateggically targetted to
enhance agricultural productivitty, improve infrastruct ure in thee countrysid
de and inccrease
competitiveness both in production
n and distribu
ution.
Recognizing the princip
ples in the de
evelopment of
o agriculture,, AFMA’s objeectives includ
de modernizin
ng the
sector thrrough the following initiatiives:
a.. transformiing the sectorrs into a technology‐basedd industries;
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b. enhancing levels of profits and income through equitable access to assets, resources and
services and promoting high‐value crops, value‐adding and agro‐industrialization;
c. ensuring accessibility, availability and stable supply of food;
d. encouraging horizontal and vertical integration, consolidation and expansion of agriculture
and fisheries activities;
e. empowering people by strengthening people’s organizations, cooperatives and non‐
government organizations (NGOs);
f. increasing comparative advantage by pursuing market‐driven approach;
g. promoting industry dispersal and rural industrialization; and
h. increasing productivity and improve market efficiency.
AFMA is implemented through the Agriculture and Fisheries Modernization Program (AFMP) which
provides the strategic framework to harmonize and unify the various agriculture and fishery
development programs, projects and activities in the country. AFMA focuses on improving and
modernizing production and marketing services, infrastructure services and facilities in the rural areas
such as irrigation and farm machineries and equipment, human development programs, research
development and extension, and trade policies. For budgeting purposes, the AFMA was supposed to be
implemented for six years (1999‐2004).
In terms of budget allocation, AFMA is one of the major agricultural policies included in the General
Appropriations Act (GAA), the official document indicating the funds for the operation of the Philippine
government. As mandated in its Implementing Rules and Regulations (IRR), AFMA has an appropriation
of PHP20 billion on its first year of implementation (1999) and a continuing appropriation of PHP17
billion annually in the next six years. The budget is allocated and shall be disbursed as follows:
Table 2. Mandated budget distribution of the funds for AFMA, FY 1999‐2004 implementation
Particulars

% total budget

Irrigation
Post‐harvest facilities
Agro‐industry modernization credit and financing
Other infrastructure
Research and development (R&D)
Marketing assistance

30.00
10.00
10.00
10.00
10.00
8.00

Salary supplement of extension workers/
extension services
Capability building

6.00
5.00

National agriculture and fisheries education
system
National information network

5.00
4.00

Rural non‐farm employment training
Identification of strategic agriculture and fisheries
development zones

1.75
0.25
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In 2004, AFMA’s extension dubbed as Republic Act 9281 or the act to strengthen agriculture and
fisheries modernization in the Philippines was signed into law. RA 9281 specifically stipulated
amendments on payment of duties and tariff of agricultural imports and provided continuing
appropriation of P17 billion for the implementation of AFMA up to the year 2015.

3.2 Policy issues in agricultural investment
3.2.1 Underinvestment in agriculture
The AFMA should have been an avenue for significant increases in investments to improve the
performance of the sector. But underinvestment haunted Philippine agriculture. Public expenditure in
agriculture was fairly low relative to the size of total government spending (Aquino et al., 2005, Briones,
2013). The budget for the Department of Agriculture (DA) registered lowest at PHP 13.1B in 2005 and
peaked in 2012 at PHP 52.9B. However, the percentage allocation for DA from the total government
appropriation remained at a dismal average rate of 3.16% from 2000 to 2012 (Figure 4).
Figure 4. Budget allocation for DA and GAA, 2000‐2012
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Unfortunately, the AFMA’s mandated budget of PHP20 billion for its initial year of implementation and
PHP17 billion annually, thereafter, did not materialize. For the period 1999‐2005, annual allocation
averaged only about 71% of the mandated yearly budget of PHP 17B (Table 3). Not only was the budget
inadequate, it declined from 2000 to 2005 at a rate of 6.85% annually (Figure 5). Sharp decline was
observed in 2004, the end of its initial implementation period.
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Table 3. Allocation for AFMP as percent of the mandated budget

Year

AFMP
(Billion PHP)

% Allocations

2000

16.64

97.86

2001

11.45

67.35

2002

14.44

84.94

2003

12.13

71.35

2004

9.36

55.07

2005

10.26

60.36

Source: GAA and DA

Figure 5. AFMP allocation, 2000 to 2005
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According to Aragon et al. (2011), public spending in agriculture was not only considered inadequate but
also burdened with many problems. Component expenditure items under AFMA did not receive
mandated allocation. R&D budget under AFMA was short of 5.7% of the actual 10% mandated allocation
while irrigation budget ranged from 31% to as high as 52%. This exceeded the mandated budget share of
30% for irrigation. The component on production support which included input procurement (e.g. seed
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and fertilizer subsidies), was plagued with underutilization, substandard quality, late delivery and
overpricing (Habito and Briones, 2005).
Balisacan et al. in 2011 as cited by Briones (2013) found that among the public goods that show
evidence of impact on agricultural incomes and productivity, irrigation is found to be not significant. The
public goods found to have quite significant returns are infrastructure such as roads, ports,
electrification, regulatory services, R&D technological change and agricultural modernization.
The distribution of infrastructure investments is also uneven. In a recent study made by the Organization
for Economic Cooperation and Development (OECD), it found out that the pattern of gross regional
domestic product (GRDP) in the country has always been biased towards the urban areas. The National
Capital Region (NCR) already accounts for 35% of the GRDP while the other 15 regions split the
remaining share. AFMA’s Agriculture and Fisheries Infrastructure Support could have closed the gap but
infrastructure support in rural areas decreased in recent years because of the decision to increase the
already hefty irrigation budget.

3.2.2 Public investment in staple food
In terms of budget in the agricultural sub‐sectors, the operating expenditures of DA indicated that
support is heavily allocated to the crop sub‐sector (Table 4). Within the crop sub‐sector, there is
apparent bias for staple food especially rice. The average budget allocation for rice programs from 2009‐
2012 is equivalent to about 60% of the total operating expenses of DA for the crop sub‐sector during the
same period.
As mandated by AFMA, sufficiency in rice and white corn should be pursued if food security is to be
achieved. It is considered the single most important political commodity in the country, prompting bias
in terms of investment towards its development. However, spending on rice has dwarfed other major
commodities. The government’s push for rice self‐sufficiency gives disproportionate share to rice
production. A World Bank study in 2007 found that rice expenditures from 2001 to 2005 constituted
about 60% of the budget compared to less than 10% received by other agricultural commodities.
Large shares of government spending on rice were allocated to production support which includes
outlay for rural credit, market infrastructure, post‐harvest equipment and facilities, seeds, fertilizers,
and farm machineries. According to David (2006) as cited by Cororaton and Corong (2009), the Hybrid
Rice Commercialization Program (HRCP) relied heavily on government subsidies for the procurement of
seeds, support to seed growers, subsidies for other inputs, research and development, techno‐demo
farms, salary for local government unit (LGU) staff and other expenses. Between 2001 and 2005,
expenses for HRCP were estimated at a staggering PHP 10B with sizeable amount coming from funds
which were pre‐allocated to other agricultural programs (e.g. Agrarian Reform). Conversely, even with
various subsidies, adoption rate of hybrid rice was very low due to higher cost of hybrid seeds and
higher cost of labor. In addition, profit advantage becomes significant only during dry season. The
immense interventions from the government have distorted farmer’s ability to make informed choice
between hybrid and other rice varieties.
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Table 4. Operating expenses of DA for crops, livestock and other programs, in million PHP, 2009‐2012
Year

Crops

Livestock

Other programs

TOTAL

Budget

%

Budget

%

Budget

%

Budget

%

2009

14,744

87.69

1,054

6.27

1,015

6.04

16,813

100.00

2010

8,376

68.96

1,184

9.75

2,586

21.29

12,147

100.00

2011

8,204

72.16

1,124

9.89

2,041

17.95

11,369

100.00

2012

10,358

67.05

1,517

9.82

3,573

23.13

15,448

100.00

Source: GAA

Still in pursuit of self‐sufficiency, special treatment has been given to rice. The government through the
NFA set up a system of price supports and price ceilings to encourage rice production while making retail
prices affordable to consumers. However, these price policies have been detrimental to public finances.
The agency has been operating at a loss since 2000s, as reflected in the NFA’s growing financial deficit
(Cororaton and Corong, 2009). NFA’s “buy high, sell low” scheme to achieve price stability cost billions
of pesos in debts and losses for the agency, hitting PHP 30B in 2009 (Briones and Parel, 2011). Due to
budgetary constraint, domestic procurement of NFA has been decreasing. The average farm prices of
palay or rice grains have also been kept below the support prices while average retail prices have
approximated the price ceiling.
The NFA is able to source cheaper rice from abroad for domestic contribution which requires lower
subsidies. The growing demand for rice in the country has resulted to substantial rice imports even
prompting partial deregulation since 2002 to meet the country’s food security requirement (NFA, 2013).
On average, the country is importing about 11.3% of its total supply, more than 93% of which were
imported by NFA (Table 5).
Table 5. Rice importation in the Philippines, 2003‐2010
Year

Production
(MT)

Rice Imports (MT)
NFA

Total supply

Private

Total

Amount

%

Amount

%

2003

13,499,884

697,836

75

237,412

25

935,248

14,435,132

2004

14,496,784

987,075

99

14,724

1

998,799

15,495,583

2005

14,603,005

1,838,884

99

11,801

1

1,850,685

16,453,690
9

2006

15,326,706

1,692,885

99

22,778

1

1,715,663

17,042,369

2007

16,240,194

1,871,000

98

39,980

2

1,910,980

18,151,174

2008

16,815,548

2,309,802

97

75,085

3

2,384,887

19,200,435

2009

16,266,417

1,575,000

89

199,991

11

1,774,991

18,041,408

2010

15,772,319

2,250,946

92

199,974

8

2,450,920

18,223,239

Source: National Statistical Coordination Board (NSCB)
World Rice Statistics‐International Rice Research Institute (IRRI)

Programs under AFMA have also been partial towards rice. As indicated in earlier discussion, excessive
budget for irrigation was allocated since this is a critical component for rice production. The largest
component in AFMA consequently, was irrigation services accounting for 30% of the committed budget
per year. However, the high cost of irrigation maintenance and development even pressed the
government to further increase appropriations which is now set at about 49.4% (Table 6). In addition,
the Ginuntuang Masaganang Ani (GMA) and the National Rice Program budget accounted an average of
14% of the total DA budget in 2009 to 2012. This is understandably due to the country’s adoption of a
rice self‐sufficiency timeline by 2013.
The current administration’s pronouncement in achieving rice self sufficiency in 2013 is stated in
Proclamation No. 494 declaring 2013 as the national year of rice and directing the DA to lead its
celebration. In support of Proclamation No. 9, the DA crafted the Food Staples Sufficiency Program
(FSSP) 2011‐2016. FSSP outlines the plan and strategies in achieving its main goal of producing the
country’s domestic requirement for rice by 2013. Beyond 2013, the plan aims to strengthen the national
resilience to impacts of climate change through the production of staple foods.
Table 6. Government appropriations for DA, irrigation and rice programs, in billion PHP, 2009‐2013
Year

DA

Irrigation

Rice programs

Allocation

Allocation

%

Allocation

%

2009

48.09

12.61

26.22

10.04

20.88

2010

39.24

13.60

34.66

4.07

10.36

2011

34.76

12.79

36.80

5.22

15.01

2012

52.93

24.45

46.20

6.18

11.68

2013

55.29

27.33

49.43

7.43

13.45

Source: GAA and DA
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3.2.3 R&D investment in agriculture
The AFMA and Executive Order (EO) 127 s. 1999 constituting the Council for Extension, Research and
Development in Agriculture and Fisheries (CERDAF) and EO 338 s. 2001 mandating the Department of
Agriculture to undertake R&D programs, affirm and strengthen the role of R&D in modernizing
agriculture in the Philippines. Globalization and increasing need for food security in the country need
R&D to develop necessary technologies that promote sustainability to increase productivity and global
competitiveness while giving emphasis on small farm management to transform subsistence farmers
into viable agribusiness entrepreneurs. However, in current structural setting in R&D, a concerted effort
has always been a challenge since resources, responsibilities, and accountabilities are spread across
many government departments and agencies (Faylon and Cardona 2005).
There is also serious underinvestment in research and development despite studies showing its
significant economic rates of return. When AFMA was crafted, R&D was set to receive 10% of the annual
budget allocation in agriculture. More than a decade has passed since its implementation and R&D
spending remains low in priority. AFMA’s investment on R&D averaged about 4.34% annually, way
below AFMA’s mandated allocation of 10% (Aragon et al., 2011).
Table 7 shows the patterns of R&D investment among the different sectors in the country. Private
industry accounted for more than half of the national expenditures emphasizing the dismal allocation
from the public sector. Of the total R&D expenditures in private industry, expenditures in agriculture,
hunting, forestry and fishing was very low ranging from 0.5% to 1.7% (Table 8). This highlighted the
severity of underinvestment in R&D in the sector. Manufacturing industry exhibited the highest R&D
expenditures accounting for 62.5% to 81.6%. To address this gap, the Board of Investments (BOI)
through the Omnibus Investment Law has offered incentives to private sector for R&D undertakings.
Incentives include income tax holiday, duty free importation of capital equipment and spare parts,
deduction from taxable income for the necessary and major infrastructure facilities in less developed
areas, and employment of foreign nationals.
Table 7. National R&D expenditures by sector2002, 2003, 2005, 2007, 2009
Sector
Government
Higher Education
Private Non‐Profit
Private Industry
All sectors

2002
975.6
762.4
121.7
3,910.1
5,769.8

R&D expenditures (In million PHP)
2003
2005
2007
1,129.6
1,175.3
1,333.9
657.4
1,350.1
1,756.9
104.6
96.2
162.2
4,018.1
3,705.1
4,303.4
5,909.7
6,326.7
7,556.4

2009
1,392.7
2,112.7
228.5
5,045.4
8,779.2

Source: Compendium of S&T Statistics, DOST
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Table 8. R&D expenditures in private establishments by major industry sectors,
in million PHP, 2003‐2009
Major industry

2003

2005

2006

2008

2009

Agriculture, hunting, forestry and
fishing
Manufacturing
Real estate
Electricity, gas and water supply
Wholesale and retail trade
Financial intermediation
Other industries

34.4

61.7

19.6

46.0

39.1

3,279.6
178.5
174.4
159.1
28.3
163.8

2,314.4
359.3
33.5
‐
89.4
846.8

2,756.7
433.4
102.5
91.1
82.2
507.6

5,766.5
483.0
98.5
109.4
408.2
464.5

3,482.5
699.2
126.6
187.9
217.5
292.5

Total, all industries

4,018.1

3,705.1

3,993.1

7,376.1 5,045.4

Source: Compendium of S&T Statistics, DOST

While government spending for R&D accounted only for 17.6% of the national R&D expenditures, in
recent years, the government has recognized the need for investment in R&D. Realizing R&D importance
in the development of the agriculture sector, the Philippine Council for Agriculture, Aquatic and Natural
Resources Research and Development (PCAARRD) and the DA‐Bureau of Agricultural Research (DA‐BAR),
two of the country’s top institutions for agricultural researches, have received significant increase in
budget allocation from 2010 to 2013. On average, the budget appropriation for PCAARRD and DA‐BAR
significantly increased at a rate of 41% and 53% annually, respectively, during the same period (Figure
6). For PCAARRD, the dramatic increase in budget allocation was able to augment its budget for R&D
and technology delivery services, from 57.77% in 2010 to 65.30% in 2012. On the other hand, DA‐BAR
was able to augment funding for the national programs on rice, corn, high value commercial crops and
promotion and development of organic agriculture.
Figure 6. Annual budget allocation of two main agricultural research institutions in
the Philippines, 2010‐2013
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3.3 Trade policies and globalization
Trade is essential to agricultural development. One of the major policies affecting the Philippine
agriculture sector is on the Uruguay Round Agreement on Agriculture under the General Agreements on
Tariffs and Trade (GATT) ‐ World Trade Organization (WTO).
The WTO requires agricultural quantitative import restrictions (QRs) to be removed and converted to
tariffs (WTO, 2013). All GATT member countries, which include the Philippines, committed to maintain a
tariff initially set at high rates but scheduled to decline over time with option to exempt staple food.
Republic Act 8178 also known as Agriculture Tariffication Act of 1996 implemented the tariffication
commitment for all crops in the Philippines except rice, for which QR is retained. Non‐tariffication of rice
until 2005 was negotiated to protect the local rice sector from any imbalances that may arise from trade
liberalization. After 2005, the country negotiated another extension of the special treatment for rice
until 2012, in exchange for lower tariff rates on other agricultural products and increased minimum
access volume for rice.
Another important aspect of global trade is the country’s participation in Free Trade Agreements (FTAs).
FTA is a trade policy instrument on reduction and elimination of tariffs, import quotas, and preferences
on most (if not all) goods and services traded among countries belonging to a free‐trade block or a
regional zone. Its main objectives include liberalizing regional trade, widening global market access, and
creating stable and transparent trading and investment environment (Wignaraja et al., 2010; WTO,
2013; ASEAN, 2013)
The Philippines has FTAs with the ASEAN‐member countries, Japan, Korea, China, India, Australia, New
Zealand, and the European Union. These agreements give Philippine exporters access to global market
with preferential tariff rates (PIA, 2013). In general, the FTAs aim to establish a free‐trade area that
seeks to be a competitive production base in the world through reduction and elimination of tariffs and
non‐tariff barriers. Following are the commitments of the Philippines to the various FTAs.
Table 9. Philippine commitments to various FTAs
FTA/ members

Republic of the Philippines (RP) commitments

ASEAN Free Trade Agreement (AFTA)/
ASEAN Members

Under the Common Effective Preferential Tariff (CEPT),
ASEAN members apply a tariff rate between zero and
5% for all products, including those previously deferred
on countries’ sensitive and highly sensitive lists.

ASEAN‐Korea Free Trade Agreement
(AKFTA) / Korea and ASEAN Members

Elimination of tariffs on almost all goods by 2020

ASEAN‐Japan Comprehensive Economic
Partnership Agreement (AJCEPA)/ Japan

Progressive elimination of substantially all discrimination
between ASEAN and Japan
13

and ASEAN Members
Japan Philippines Economic Partnership
Agreement (JPEPA) / Japan and
Philippines

Agreement on trade in goods/services, customs
procedures, investment, movement of natural persons,
cooperation, intellectual property, competition policy,
mutual recognition and business environment

ASEAN – China (ACFTA) / ASEAN
Members and China

Reduction of tariffs on listed goods and expansion of
trade to include the service sector

ASEAN‐ANZ / ASEAN Members, Australia,
New Zealand

By 2020, the Philippines would have had eliminated
94.59% of all tariff lines

ASEAN‐Indian FTA (AIFTA) /ASEAN
members and India

Each party shall gradually liberalize, where applicable,
applied most favored nation (MFN) tariff rates on
originating goods of the other parties with its schedule
of tariff commitments

ASEAN‐EU/ ASEAN Members and EU
members

Tariff cut of 3.5% on tariffs for products that are sensitive
to EU, and zero duties for those that fall under the
latter’s non‐sensitive list

Policy issues on trade
The Philippines has undertaken trade policy reforms to include protection on agricultural commodities
through imposition of tariffs both on imports and exports. However, Piadozo et al. (2011) reported that
the protection remained biased for importables. Traditional intermediate commodities such as sugar
and corn were heavily favored. High protection on sugar dramatically hurts consuming public as well as
processing industries. Relative inefficiency of the broiler sector has its root in the protection that was
provided to both output and domestic corn producers.
The country acceded to the World Trade Organization (WTO) towards greater market access and
increased exports. However, structural biases are given to traditional exports such as coconut oil,
banana, shrimp and prawns, pineapple and pineapple products, tuna, desiccated coconut, seaweed and
carrageenan (SEPO, 2009). However, studies have shown that there are no major changes in the market
destinations of the country’s export goods despite membership to the General Agreement on Tariffs and
Trade (GATT– WTO). Tariff‐quotas have often been allocated to countries through preferential tariffs
under bilateral and regional agreements, thereby limiting market access by other countries.
In fact membership to WTO does not inhibit the Philippines from abiding to stricter product standards of
importing countries. The agriculture export performance of the country was hindered by the WTO‐
Agreement on Agriculture specifically on market access, domestic support, export competition and
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restrictions and sanitary and phytosanitary (SPS) measures. The export competitiveness of Philippine
agricultural exports has been declining in certain processed foods, carrageenan and seaweeds, coconut
products, abaca, tobacco, and tuna (Piadozo et al., 2011). The adoption of international standards for
SPS such as Hazard Analysis Critical Control Point (HACCP) in the country has been moving slowly due to
resistance of local industry that finds the guidelines too restrictive and costly (Catelo 2003 as cited by
Faylon and Cardona 2005). As a result, traded agricultural products become less competitive because of
the inability to conform to international standards.
3.4 Policies on asset reform
Asset reform is founded on a premise that a major cause of poverty is the unequal distribution of
natural resources and productive assets in the country (Habito, 2008). It redistributes resources
providing marginalized sector ownership or security of tenure for productive use complemented by
support services for resource management to maximize benefits. Currently, there are asset reform
policies in the Philippines targeting asset‐deprived small farmer and fisherfolk as embodied in the
Comprehensive Agrarian Reform Law (CARL) or R.A. 6657 of 1988 and the Fisheries Code of the
Philippines or R.A. 8550 of 1998.
3.4.1 Agrarian reform
Agrarian reform has been part of the Philippine agricultural system since the colonial rule of Spain.
However, the most comprehensive agrarian reform initiative in the country was implemented through
Republic Act (R.A.) 6657 or the Comprehensive Agrarian Reform Law (CARL) in 1988. This law aims to
improve equity and productivity in the agriculture sector by establishing owner cultivatorship of
economic‐sized farms to landless farmers, farm workers and tenants. Land, being more than an
economic resource, bears a social function in the Philippines. “For us, paradise is our land (“Para sa
amin, ang langit ay lupa”),” is how people would describe their attachment to land, not only as farms
where income is derived but also their connection to the community and affirmation of their values (PA
2020, 2011).
The Comprehensive Agrarian Reform Program (CARP) was enacted through R.A. 6657. This program was
operationalized through two components: Land Tenure Improvement (LTI) and Program Beneficiaries
Development (PBD). In specific terms, LTI involves land acquisition and distribution (LAD) while PBD is
undertaken through the establishment of agrarian reform communities (ARC) where beneficiaries are
given access to support services provided by the government.
Similar to AFMA, CARP has been burdened with numerous implementation issues. The CARP was also
underfunded and was considered a continuing saga for the beneficiaries, the land owners and the
implementers. Gordoncillio and Quicoy (2011) indicated CARP as an “unfinished business” since its
implementation has gone to several extension. The first extension was implemented through Republic
Act 8532 or an act strengthening CARP implementation from 1998 to 2008. When the extension has
expired, Republic Act 9700 or the Comprehensive Agrarian Reform Program Extension with Reforms
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(CARPER) was passed into law. In essence, CARPER was able to extend the land acquisition and
distribution component of CARP including reforms to aid the program’s implementation such as better
support services and access to credit for farmers. Additional funding of PHP 150B was also provided for
CARP implementation until 2014.
CARP’s policy approach is fragmented. It caused growing number of small farms managed by single
families engaged in subsistence production. In a performance review of asset reform policies conducted
by Habito (2008) covering 92 municipalities in 30 provinces, he found out that only 44% of beneficiary‐
respondents were able to access credit, with only 7% provided by the government. Similarly, more than
half did not have access to post‐harvest facilities and more than one‐tenth experienced threats
pertaining to their tenure or occupancy. After the lapse of five years from its award, lands may be
converted or reclassified based on economic value. The Local Government Code (LGC) of 1991 mandates
local government units (LGU) to reclassify lands according to criteria set by CARL. As LGUs and
landowners perceived industrial and real estate developments as more economically viable, lands were
veered away from agricultural purposes (SEPO, 2013)
Thus, land conversion of agricultural lands to non‐agricultural lands has increased over the years. A
study (Kaisahan 2012) advocating for the passage of the National Land Use and Management Act stated
that more than 40,000 hectares of agricultural lands were converted to non‐agricultural uses from 1988‐
1993, not including lands illegally converted. However, this legislation on comprehensive land use
management which intends to address policy gaps and harmonize existing land policies is still pending in
Congress and has been slow in becoming a law.
In the absence of the National Land Use Act, the AFMA has instituted in its policy the establishment of
the Strategic Agriculture and Fisheries Development Zones (SAFDZ) within the Network of Protected
Areas for Agriculture and Agro‐Industrial Development (NPAAAD). SAFDZ aims to ensure that lands are
efficiently utilized for agricultural purposes. Under SAFDZ, lands with existing or potential for growing
high value crops, irrigated lands, and irrigable lands already covered in irrigation projects are not
negotiable for conversion. Based on the 2012 status report of activities under AFMA, SAFDZ and
NPAAAD areas have already been identified and maps for the entire country are available. However,
guidelines on using SAFDZ and institutionalizing it to the LGU system are yet to be accomplished.
3.4.2 Aquatic resources reform
The Philippine Fisheries Code Act (R.A. 8550) of 1998 promotes sustainable development of the
country’s fishery resources and protects the rights of fisherfolk. It marks a shift in fisheries policy from
production and exploitation orientation to stewardship and protection (Habito, 2008). It also mandates
that all fishing grounds 10 kilometers from the coastline be exclusively reserved for small fisherfolk.
Moreover, it is stipulated in the code that the government shall provide fisherfolk settlements areas
near the fishing grounds and support services such as access to credit, construction of post‐harvest
facilities, marketing assistance and extension services. Municipal Fishery Grant Funds, Fishery Loan and
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Guarantee Fund, Fishing Vessels Development Fund, Special Fisheries Science and Approfishtech Fund,
and the Aquaculture Investment Fund were instituted to support the sector.
In the same performance review study, Habito (2008) found out that majority (78.3%) of the
respondents do not have adequate housing provided by the government. There are fisherfolk living in
foreshore areas (i.e. areas exposed during low tide and submerged during high tide) and informal
settlers are endangered of being evicted. This status of settlements manifests the incapacity of
concerned government agencies to protect tenure of fisherfolk.
The status of support services is not even better. Only one‐third (32.6%) had access to post‐harvest
facilities and less than two‐thirds (56.5%) have access to credit where government has provided only a
little over one‐third (35.9%) of its credit fund. More than half of the respondents (56.8%) said that
commercial fishing vessels intrude on municipal waters supposedly reserved for them. The same issue of
lack of budgetary support is prevailing. The total fund allocated pursuant to the Code is gravely
insufficient at PHP 600 million, which is to be distributed to 92 coastal municipalities.
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Conclusion
The report provided an overview of Philippine agriculture in terms of its importance to aggregate
income and employment. Historical data show a diminishing contribution to both gross domestic
product and employment.
The right mix of policies is needed to improve the performance and productivity of the sector since
policies drive public sector investments. However, even with agricultural policies in place, the policy
implementation phase was beset by major challenges. The Philippine experience with AFMA, a landmark
law to achieve full development of the agricultural sector, highlights some of these challenges in
implementing the law. Besides, under‐investment by the government, some issues raised were related
to over/under allocation to some sub‐sectors/programs and delays in implementation.
WTO‐based trade policies were enacted but the full benefits from globalization are still to make a
significant dent on Philippine agriculture. To date, the Philippines still rely on its traditional agricultural
exports products. Further, the WTO provided stringent environment for its local products to compete in
the world market.
Lastly, lessons from the country’s asset (land and common fishing grounds) reform policies point
succinctly that these policies alone cannot improve the lot of farmers/farm workers and fisher folk.
Complementary policies and programs designed to support these asset reform policies should also be
funded and implemented.
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