
		
			
			OECD e-PUB editions - BETA VERSION

			
			Congratulations and thank-you for downloading one of our brand-new ePub-in-beta editions.

			
			We're experimenting with this new format and, while ePub is fantastic for books with linear text, for books with charts, tables and graphs we’ve found some things may not work perfectly – it depends on the device you’re using.

			
			So, for an optimal reading experience, we recommend:

			
					Using the latest version of your device’s operating system.

					Reading in portrait mode.

					If large tables are tricky to read, try reducing the text size.

			

			
			As this is an ePub-in-beta edition, we would be glad to receive feedback on your reading experience, good or otherwise, so we can improve for the future. When writing, please let us know which device/operating system you were using and the title of the publication. Write to: 
				sales@oecd.org
			

			Thank you!

		

	[image: Agricultural Policies in the Philippines]
OECD Food and Agricultural Reviews
Agricultural Policies in the Philippines
Please cite this publication as:
OECD (2017), Agricultural Policies in the Philippines, OECD Food and Agricultural Reviews, OECD Publishing, Paris, http://dx.doi.org/10.1787/9789264269088-en.
[image: Visit us on OECD website]


		Metadata, Legal and Rights
ISBN: 978-92-64-26910-1 (epub) - 978-92-64-26909-5 (print) - 978-92-64-26908-8 (pdf)
DOI: http://dx.doi.org/10.1787/9789264269088-en

Series: OECD Food and Agricultural Reviews
ISSN: 2411-426X (print) - 2411-4278 (online)

This work is published under the responsibility of the Secretary-General of the OECD. The opinions expressed and arguments employed herein do not necessarily reflect the official views of OECD member countries.
This document and any map included herein are without prejudice tothe status of or sovereignty over any territory, to the delimitation of international frontiers and boundaries and to the name of any territory, city or area.
The statistical data for Israel are supplied by and under the responsibility of the relevant Israeli authorities. The use of such data by the OECD is without prejudice to the status of the Golan Heights, East Jerusalem and Israeli settlements in the West Bank under the terms of international law.
Photo credits: Cover © OECD/Andrzej Kwieciński
Corrigenda to OECD publications may be found on line at: www.oecd.org/about/publishing/corrigenda.htm.
© OECD 2017
You can copy, download or print OECD content for your own use, and you can include excerpts from OECD publications, 
			databases and multimedia products in your own documents, presentations, blogs, websites and teaching materials, provided that suitable acknowledgement 
			of OECD as source and copyright owner is given. All requests for public or commercial use and translation rights should be submitted 
			to rights@oecd.org. Requests for permission to photocopy portions of this material for public or 
			commercial use shall be addressed directly to the Copyright Clearance Center (CCC) at info@copyright.com or 
			the Centre français d’exploitation du droit de copie (CFC) at contact@cfcopies.com.


	

Foreword


This Review of Agricultural Policies: The Philippines is one of a series of reviews of national agricultural policies undertaken by the OECD’s Committee for Agriculture (CoAg). It was initiated in response to a request from Mr. Segfredo Serrano, Undersecretary for Policy Planning, Project Development, Research and Regulations, in the Philippine Department of Agriculture (DA).

The Review examines the agricultural policy context and the main trends in Philippine agriculture. It classifies and measures the support provided to agriculture using the same method the OECD employs to monitor agricultural policies in OECD countries and a growing number of non-member economies, such as Brazil, China, Colombia, Indonesia, Kazakhstan, Russia, South Africa, Ukraine and Viet Nam. At the request of the Philippine authorities, the Review includes a special chapter on the adaptation of Philippine agriculture to climate change. The Review is the first stage in regular OECD engagement with the Philippines on agricultural policy issues through the annual OECD publication Agricultural Policy Monitoring and Evaluation.

The study was carried out by the Development Division of the OECD Trade and Agriculture Directorate (TAD) in co-operation with the Natural Resources Policy Division (TAD). Andrzej Kwiecin´ ski co-ordinated the report and was one of the authors together with Piret Hein (Estonian Institute of Economic Research) and Ada Ignaciuk (TAD). Addie Erwin (TAD) prepared a background draft for Chapter 1. Contributions for this chapter were also provided by Claude Nenert, Lae Hyun Hong and Antonia Leroy (all from TAD). Chapter 3 benefited from a background draft delivered by Maria Jaramillo (UNEP) as well as from contributions by Shingo Kimura and Laura Munro (both from TAD). The database for Producer Support Estimates and the associated analytical work was undertaken by Florence Bossard and Andrzej Kwiecin´ ski, in close co-operation with Piret Hein, Eduardo Sanguyo (Philippine Statistical Authority) and Elsie Balagtas (DA). Statistical support was provided by Florence Bossard, with contributions from Karine Souvanheuane and Joanna Ilicic-Komorowska. Maurice O’Brien provided editorial support. Anita Lari provided administrative and secretarial assistance. Anita Lari and Michèle Patterson provided publication support.

The Review greatly benefited from support provided by the DA. The team led by Undersecretary Serrano, in particular Amparo C. Ampil, Tisha Pia Dela Rosa, Frances Kaye Anne Adao and Katrin Mares, were the main contacts and liaison persons on all aspects of the study. The study benefited from inputs by staff from the DA and its related entities, from other Departments and from participants at preparatory meetings and consultations in Manila and Quezon City, including researchers from academia.

Earlier drafts of this report benefited from comments provided by Julia Nielson, Jared Greenville, Carmel Cahill, Ken Ash, Frank Jesus, Jo Cadilhon, Dalila Cervantes-Godoy, Addie Erwin, Emily Gray, Guillaume Gruère, Shingo Kimura, Mark Mateo, Laura Munro, Silvia Sorescu, Frank van Tongeren (all from TAD/OECD), Piret Hein (Estonian Institute of Economic Research), Frauke Jungbluth and Sergiy Zorya (World Bank office in Manila), representatives of the Economic Research Service of the United States Department of Agriculture and representatives of the French General Secretariat for European Affairs. The first complete draft of this document was reviewed by participants of roundtable meetings at the DA in Quezon City. Written comments were provided by various Philippine Departments and institutions and were considered for the final version of the Review.

The study was made possible through a voluntary contribution from the United States. It was reviewed at in-country roundtable meetings with Philippine officials and experts in Quezon City on 30 May-1 June 2016. Subsequently, the Philippine delegation led by Undersecretary Segfredo Serrano participated in the peer review of Philippine agricultural policies by the OECD’s Committee for Agriculture at its 167th session in November 2016. Steve Neff (ERS-USDA, USA), Catherine Stephenson (Permanent Delegation of Australia to the OECD) and Masakazu Ikefuchi (Japanese Ministry of Agriculture, Forestry and Fisheries) led the discussions during this peer review. Philippine officials and experts have been involved from initial discussions of the study outline through to the peer review and final revisions, but the final report remains the sole responsibility of the OECD.
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Executive summary


Agriculture is a key sector for the Philippines, at almost one-third of total employment and one-tenth of GDP. Agricultural land resources are under strain from frequent natural disasters, rising population and urbanisation; climate change is projected to have a significant impact on land use and yields.

Despite the Philippines’ recent economic success, the agricultural sector lags behind other Southeast Asian countries in terms of production and productivity growth. The Philippines halved the proportion of undernourished from 26% in 1990-92 to 12% in 2012-14, although this may have increased to 14% in 2014-16. Progress in reducing the absolute number of hungry people has been slow and the incidence of malnutrition remains high: stunting still affects close to 30% of children.

Key agricultural policy objectives have focused on food security and poverty alleviation through guaranteeing a stable supply of food at affordable prices. The goal of self-sufficiency in rice has driven a range of policy measures supporting rice producers and an increased share of rice in total production – in contrast to diversification towards higher value commodities typical of other countries in the region.

In 1988, the Philippines undertook an ambitious agrarian reform that covered close to three-quarters of the country’s total agricultural land. By end-2015, the redistribution of land was almost complete, but property rights remain to be settled, with almost half of the reform beneficiaries still covered by collective ownership certificates. Various restrictions on land-market transactions and insecure property rights have limited on-farm investment and undermined the expected economic benefits of the reform. Over this period the total number of farms increased and the average farm size fell from 2.8 ha to 1.3 ha.

Agricultural policies in the Philippines are designed and implemented by a complex system of institutions. By number of staff the Philippines has one of the largest agricultural research systems in Asia, but related public expenditures have been low until recently and efficiency is hampered by the system’s complex structure and narrow focus. The agricultural extension system and its financing suffers from lack of co-ordination between the Department of Agriculture (DA) and local governments; local governments lack incentives to spend on trained and qualified extension staff; a commodity-by-commodity approach dominates, limiting efficiencies; and the linkage to the research and development system is weak. This also represents a major challenge for implementing climate change adaptation actions at the local level.

The level of support to agriculture as measured by the share of policy-driven transfers from consumers and taxpayers in gross farm revenues averaged 25% in 2012-14, higher than the OECD average of 18% and highest among all emerging economies covered by the OECD support indicators.

Market price support (MPS) is the dominant form of support to Philippine producers. In addition to rice, substantial levels of support are provided to sugarcane and animal products, in particular through high import tariffs. The high level of MPS is an implicit tax on consumers and the food processing industry, at 25% on average in 2012-14. Analysis suggests that price support for rice increases undernourishment in the Philippines by 3.2 percentage points or 3.2 million people.

The level of total support, through market price support and budgetary transfers, to the Philippine agricultural sector in 2012-14 was equivalent to 3.3% of GDP, almost five times the OECD average of 0.7% and the second highest across all countries measured. This contrasts with the sector’s relatively poor performance in productivity growth, highlighting the need for resources to be applied more effectively.



Key policy recommendations




I. Improve agricultural policy performance to enhance the sector’s long-term productivity growth




Re-focus the policy package to improve food security



	
Enhance diversification of production, consumption and income by taking away commodity-specific incentives.



	
Gradually remove restrictions on rice imports.



	
Replace the National Food Authority’s (NFA) subsidised rice sales with conditional cash transfers and food vouchers.



	
Transform the NFA into a market-neutral agency managing emergency stocks.








Re-focus agrarian land policies from land distribution to securing property rights through land governance reforms



	
Establish confidence in land ownership rights.



	
Enhance post-reform consolidation of farm operations.



	
Develop a long-term strategy for farm restructuring.








Focus budgetary support on long-term structural reform



	
Re-allocate budgetary transfers from variable input subsidies to support sustainable productivity growth in the long term.



	
Improve supply chain connectivity.



	
Avoid commodity-specific budgetary allocations.








Re-orient agricultural knowledge systems



	
Improve the institutional design of agricultural research and development, agricultural education and extension services through diminished institutional complexity, stronger vertical and horizontal collaboration, reduced focus on rice and increased expenditures.



	
Re-orient the focus of agricultural education and extension services to improve farm management skills.









II. Assess the effectiveness of current risk management tools and of alternatives to them



	
Adopt a holistic approach to risk management with a policy focus on catastrophic risks.



	
Assess insurance and cash-transfer schemes that can encourage adaptive decisions.








III. Improve the agricultural sector’s capacity to adapt to climate change



	
Make climate-adaptation policy objectives consistent across programmes and institutions.



	
Develop clear guidance on climate-adaptation “tagging”.



	
Make sure that new infrastructure projects are “climate-proof”.



	
Provide reliable climate information to farmers.



	
Encourage more efficient use of water.








IV. Improve agricultural institutions and governance systems



	
Strengthen institutional co-ordination between the DA and other relevant departments and institutions that implement programmes supporting agriculture.



	
Strengthen transparency and accountability of publicly-funded programmes.



	
Accelerate efforts to build a solid policy-relevant statistical system.



	
Embed monitoring and evaluation mechanisms into the policy process.










Assessment and policy recommendations

This Review, undertaken in close co-operation with the Philippine Department of Agriculture (DA), assesses the performance of agriculture in the Philippines over the last two decades, evaluates Philippine agricultural policy reforms and provides recommendations to address key challenges in the future. The evaluation is based on the OECD Committee for Agriculture’s approach that agriculture policy should be evidence-based and carefully designed and implemented to support productivity, competitiveness and sustainability, while avoiding unnecessary distortions to production decisions and to trade. At the DA’s request, the Review includes a special chapter highlighting key challenges to be addressed to improve the adaptive capacity of agriculture to climate change.




1. Environmental, economic and social context


With a territory of 0.3 million km2, the Philippines is a mid-size country in terms of land area, but its marine water area of 2.2 million km2 is about the 20th largest in the world. Its population of 100 million makes the Philippines the world’s 12th most populous country. The population growth rate at 1.6% in 2014 is one of the highest in Southeast Asia. Around half of the population lives in rural areas. Population density is high, at 332 persons/km2, close to that of Japan and Viet Nam.



The Philippines is relatively rich in water, but poor in land resources


The Philippines has abundant water resources, but shortages and even drought can occur during the dry season in some regions, which can be further exacerbated by climatic events. Agriculture is the main user of freshwater. In 2009, the sector accounted for 82% of total freshwater withdrawals, almost entirely for irrigation and animal production.

Mostly due to deforestation, agricultural land increased by 11% since 1990 and in 2012 covered 12.4 million ha, 42% of the Philippines’ land area. However, as the population increased by 54% over the same period, land availability per capita declined and in 2012 was just 0.13 ha, about one-sixth of the world average.




One of the most natural-disaster-prone countries in the world


According to the 2014 World Risk Index, the Philippines has the second highest risk of natural disasters (after Vanuatu), which makes its agricultural sector one of the most vulnerable worldwide (UNU-EHS, 2014). The country is located along the Pacific Ring of Fire, a seismically active belt of volcanoes and tectonic plate boundaries. As it also sits astride a typhoon belt, the Philippines experiences a high frequency of natural disasters each year, placing a strain on capital stock, food security and social development (Chapter 3).





Box 1. The Philippines: Contextual information





Figure 1. Main macroeconomic indicators, 1990-2014


[image: graphic]

Source: ADB (2016), Key Indicators for Asia and the Pacific 2016; WB WDI (2016), World Development Indicators.


StatLink  http://dx.doi.org/10.1787/888933451978




	
Table 1. Contextual indicators, 1995, 2014









	


	
1995


	
20141







	
Economic context


	


	





	
GDP (billion USD in PPPs)


	
202


	
691





	
Population (million)


	
70


	
100





	
Land area (thousand km2)


	
298


	
298





	
Agricultural area (AA) (thousand ha)


	
11 015


	
12 440





	
Population density (inhabitants/km2)


	
234


	
332





	
GDP per capita, PPP (USD)


	
2 897


	
6 902





	
Trade as % of GDP2,3


	
67


	
46





	
Agriculture in the economy


	


	





	
Agriculture in GDP (%)


	
22


	
11





	
Agriculture share in employment (%)


	
44


	
30





	
Agro-food exports (% of total exports)3


	
11


	
11





	
Agro-food imports (% of total imports)3


	
9


	
13





	
Characteristics of the agricultural sector


	


	





	
Crop in total agricultural production (%)4


	
63


	
65





	
Livestock in total agricultural production (%)4


	
37


	
35





	
Share of arable land in AA (%)


	
48


	
45





	
Agriculture share of total energy use (%)


	
0.4


	
0.7





	
Share of agriculture in water consumption (%)


	
..


	
82







	
1. Or latest available year.



	
2. Ratio of the sum of exports and imports to GDP.



	
3. 1996 instead of 1995



	
4. 2000 instead of 1995.



	
Source: OECD statistical databases; WB WDI (2016), World Development Indicators; UN (2016), UN Comtrade Database; FAOSTAT (2016).
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Figure 2. Agro-food trade, 1996-2014
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Note: Agro-food trade includes fish and fish products.



Source: UN (2016), UN Comtrade Database.
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Figure 3. Composition of agro-food trade, 2010-14
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Source: UN (2016), UN Comtrade Database.
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Figure 4. Composition of agricultural output growth, 2003-12
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Source: Fuglie and Rada (2015).
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Sound macroeconomic environment


The Philippine economy has proven to be resilient under many pressures – financial crises, climatic upheavals and fluctuations in commodity prices. The country experienced unprecedented economic decline under Ferdinand Marcos in the 1980s. It changed course after Corazon Aquino was elected in 1986, but experienced hardship in 1990-91 and again in 1998 during the Asian Financial Crisis (Lim, 2006). The economy achieved robust rates of growth over 2003-07, but just 1.1% in 2009 due to the global economic crisis of 2008-09. However, the Philippines rebounded strongly in 2010 and, unlike many other members of the Association of Southeast Asian Nations (ASEAN), sustained the rebound in subsequent years, growing at 6.5% annually over 2012-15.

The country’s Gross Domestic Product (GDP) was USD 284.6 billion in 2014, which translates into USD 2 873 in per capita terms at the 2014 annual average exchange rate. Its Gross National Income (GNI) per capita of USD 3 500, using the World Bank Atlas conversion method, places the Philippines in the World Bank category of lower middle-income countries (WB WDI, 2016). Higher GNI than GDP in per capita terms is partly driven by substantial remittances from about 10 million overseas workers.

The Philippines is the third-largest recipient of personal remittances in absolute terms (USD 28.4 billion in 2014) after India and the People’s Republic of China (hereafter “China”), and is the leader in per capita terms (WB WDI, 2016). Remittances have accounted for around 10% of GDP since 2011. Remittances drive consumption growth and are integral to the economy’s stability; however, they may also create a culture of dependence and thereby provide a disincentive for productivity growth in the local economy (Nicolas, 2013). The inflow of remittances is a major contributor to the current account surplus and is also one of the drivers of the ongoing real appreciation of the peso. While in nominal terms Philippine Peso (PHP) appreciated from about PHP 55-58 per USD in late 2005 to about PHP 47 per USD in mid-2016, its real value increased by much more, taking into account the higher inflation rate in the Philippines than in the United States.

The appreciating peso has multiple consequences, including for the agricultural sector. Because holders of pesos have to pay less for imported commodities, the price competitiveness of domestically-produced goods declines. This enhances imports and exerts pressures on export-oriented sectors, thus contributing to a negative balance of trade, including in the agro-food sector.




Poverty rates have fallen


Economic growth helped cut the poverty rate from 27% in 1991 to 13% in 2012, as measured by the World Bank poverty definition of USD 1.9 at purchasing power parity per day per person. However, an additional quarter of the total population, while above the absolute poverty line, remains vulnerable to falling into absolute poverty if natural disasters occur or economic conditions deteriorate (WB WDI, 2016).

As in most countries, the poverty rate is much higher in rural than in urban areas. At the national poverty threshold, defined as the minimum income/expenditure required for a family or individual to meet basic food and non-food requirements, the national poverty rate in 2012 was 25%; 38% for farmers and 13% for the urban population (PSA, 2014).




Various forms of malnutrition persist


The Philippines was one of the 13 countries honoured in 2014 by the FAO for their outstanding progress in reducing hunger and meeting the Millennium Development Goals hunger targets, having halved the proportion of undernourished from 26.3% in 1990-92 to 11.5% in 2012-14, although more recent assessment would suggest that the rate increased to 13.5% in 2014-16 (FAO, 2015). The country has yet to succeed in reaching the 1996 World Food Summit’s (WFS) more ambitious target of halving the absolute number of hungry people by 2015 (FAO, 2014a): 13.7 million Filipinos still suffered from undernourishment in 2014-16 compared to 16.7 million in 1990-92, representing a fall of 18% (FAO, 2015). Moreover, the incidence of various forms of malnutrition remains very high. In particular, stunting still affects about 30% of children, both among 0-5 year olds and 5-10 year olds (PSA, 2015a). Among adults, concomitant problems of both under-nutrition and over-consumption exist. The proportion of adults with chronic energy deficiency has been declining and was 10% in 2013, but the share of those who are overweight and obese has been rapidly growing and had reached almost one-third of population in 2013 (FNRI, 2015).

The share of food in total household consumption expenditure provides an indication of food security: the lower the share, the greater the food security. Aggregate data show very little change from 43.6% in 2000 to 42.8% in 2012 (PSA, 2015a). On average, about half of food expenditure is on rice, indicating that Philippine households, in particular in low income brackets, are highly vulnerable to changes in rice prices. Per capita rice availability, used as a proxy for consumption, even increased from 103 kg in 2000 to 128 kg in 2009, before tapering off to 114-119 kg in 2010-13 (PSA, 2015b). Rice consumption is likely to fall further as the economy develops.






2. Agricultural policy trends and evaluation




Agriculture’s share in GDP is declining, but it still represents almost one-third of total employment


Despite the country’s recent overall economic success, the agricultural sector is underperforming, lagging behind those of other Southeast Asian countries in terms of production and productivity growth rates. Low productivity within the sector has been the result of decades of underinvestment (or mis-directed investment in some cases), policy distortions, uncertainties linked with the implementation of agrarian reform and periodic extreme weather conditions.

Between 1990 and 2013, the volume of agricultural output in the Philippines increased by 73% – less than in Viet Nam, China, Indonesia, Malaysia, Thailand and India. The non-agricultural economy has grown substantially faster than the agricultural sector, pushing down agriculture’s share in GDP from 22% in 1990 to 11% in 2014. Agriculture’s share in total employment declined from 45% to 30% over the same period.

Yet, the agriculture sector’s share in employment is almost three times its share in GDP, indicating relatively low labour productivity – one of the reasons for the low incomes of households dependent on farming. However, Philippine agriculture appears to have started shedding labour in absolute terms. While further analysis might be needed to better understand this new development, the importance of labour moving from agriculture to the non-agricultural sector in maintaining overall economic growth, increasing productivity and in reducing poverty cannot be overstated. Mobility of labour from the low-productivity agricultural sector to the higher-productivity non-agricultural sectors raises incomes for workers, contributes to higher incomes for families through the diversification of sources of income (including from remittances), raises the wage rate of agricultural labour remaining in the countryside as supply shrinks, and improves land and water availability for those who remain dependent on farming.

Food and beverage processing accounts for over 50% of the Philippines’ total manufactured output. The value of food and beverage output quadrupled in 2009-13, thus becoming the main driver of overall manufacturing growth (Singian, 2014). However, the sector has been unable to develop strong linkages with local producers, as shown by its high dependence on imported ingredients.




Food self-sufficiency is a major goal of the government’s agricultural policy


The main agricultural policy objectives over the past few decades have focused on food security and poverty alleviation, to be achieved through guaranteeing a stable supply of food at affordable prices. Food self-sufficiency, particularly in rice production, has been the major policy goal of the government.




Three phases of policy reform


Agricultural policy development since the 1970s can be divided into three stages:


	
1970-86: Heavy government intervention in agricultural markets. The government had monopoly control over trade in rice, sugar and maize. At the same time, high-yielding rice technology was developed. Through provision of input subsidies, farmers were encouraged to use new high-yielding varieties of rice as well as fertilisers and pesticides. Public spending was also increased (particularly on irrigation), financed by a mix of taxes on major agricultural exports and foreign loans. Over the period 1978-83, the Philippines achieved rice self-sufficiency and became a net exporter of rice.



	
1986-2000: Partial liberalisation. The private sector assumed a greater role in agricultural credit policy. Market interventions were reduced. However, the main instrument of agricultural policy remained the provision of input subsidies to farmers. The government adopted the Agriculture and Fisheries Modernization Act (AFMA) in 1997, which aimed at facilitating farmers’ adjustment to changes in trade policy as a result of the accession to the World Trade Organization (WTO). One strategic objective of the AFMA was to transform Philippine agriculture from being resource-based to becoming technology- and market-driven. The AFMA made self-sufficiency in rice official government policy. Public expenditure on agriculture declined substantially in the late 1990s, due to the tight fiscal policies adopted in the aftermath of the 1997 Asian Financial Crisis.



	
2000 to date: Refocus on rice and substantial increase in, and re-allocation of, budgetary spending on agriculture. In the wake of the global food price crisis of 2008, budgetary expenditure on agriculture increased. The government concentrated on intensifying rice production enhancement programmes and on increasing public expenditures on irrigation and input subsidies to achieve self-sufficiency. The new National Development Plan for 2011-16 addressed the major challenges facing the agricultural sector, namely the high cost of agricultural inputs, inefficient supply chain and logistics systems, inadequate provision of irrigation infrastructure, a low rate of technology adoption, and limited access to formal credit. The Food Staples Sufficiency Program launched in 2011 retained the focus on rice and selected other staples, but shifted the emphasis away from input subsidies towards public services for agriculture like extension services and infrastructure (e.g. farm-to-market roads).








Agricultural policy instruments


Agricultural policy objectives are mainly pursued through the use of price support, input subsidies and payments for the provision of services to agriculture generally (Box 2).



Box 2. Overview of agricultural policy instruments applied in the Philippines




Domestic policy instruments



	
Price support measures: Price support policy affects mainly rice and sugar. The rice price support policy is implemented by the National Food Authority (NFA) through the following mechanisms: support price, release price, government procurement, and import restrictions. The Authority may also accumulate buffer stocks of rice to stabilise consumer price levels and ensure adequate and continuous supply. Price support and market regulation of sugar is implemented through sugar production quotas and regulation of foreign trade.



	
Reduction of input costs, variable and fixed: Input subsidies have traditionally been the main policy tools to achieve food self-sufficiency. From 2011, input subsidies for seeds and fertilisers have partly been replaced by roll-over schemes to encourage adoption of high-yielding seed varieties. The Rice Mechanization Program introduced in 2011 aims to improve production operations and reduce national average post-harvest losses by at least 5% by the end of 2016.



	
Credit programmes: Credit is provided under the umbrella of the Agriculture Modernization Credit and Financing Program and is targeted mainly to small-scale farmers. The focus is on facilitating farmers’ access to credit rather than providing credit subsidies.



	
Insurance: Crop insurance is meant to become one of the key tools to increase the sector’s resilience to risks. The area covered by various insurance schemes is still small, but increased four times over the period 2012-14 and in 2014 covered about 7% of total agricultural land. The system is fully dependent on the Philippines Crop Insurance Corporation, a government owned and controlled corporation under the DA.



	
Preferential tax policies: Until December 2015, agricultural enterprises were exempted from the payment of import duties on all types of imported agricultural inputs, equipment and machinery, provided that the imported agricultural input or equipment is for the exclusive use of the importing enterprise. Domestic sales or imports of unprocessed agricultural commodities are exempt from value-added tax.








General services provided to the agricultural sector as a whole



	
Irrigation: Over 2000-14, about a third of annual budgetary expenditure to support agriculture was dedicated to investments in irrigation, almost entirely for the benefit of rice producers.



	
Farm-to-market roads: Construction and upgrading of farm-to-market roads is a priority infrastructure intervention due to their significant impact on increasing agricultural productivity and reducing postharvest losses.



	
Research and development: The Philippines has a large agricultural research system, but the organisation of the system is complex, consisting of a multi-level institutional structure. Since 2010, government expenditure on agricultural research has increased substantially.



	
Extension services: The extension system was devolved to local governments in 1991. It suffers from low levels of financing, fragmentation and falling numbers of extension staff as well as weak links to technology development.








Trade policy instruments



	
Tariffs: Tariff protection remains the main tool of trade policy and until recently remained at a high level. Trade liberalisation has mainly occurred within regional trade agreements, particularly the ASEAN Free Trade Area. The simple average applied Most Favourite Nation (MFN) tariff on agricultural products was 9.9% in 2014. All tariff lines applied are ad valorem and range from 0-65%, with the highest applied to sugarcane. High protection is applied to sensitive products like rice, maize, pork and poultry meat, potatoes, onions, garlic and coffee.



	
Tariff quotas: Tariff quotas are applied for 14 agricultural products, with in-quota tariffs ranging from 30-50% and out-quota from 35-65%.



	
Special treatment clause for rice: When joining the WTO in 1995, the Philippines benefited from a special treatment clause (Article 5 of the Agreement on Agriculture) which allowed it to maintain quantitative restrictions on rice imports on the basis of food security until 2012. In return, the Philippines had to guarantee minimum market access in the form of a gradually increasing import quota (minimum access volume, MAV). The most recent extension of the MAV was requested in 2012. After two years of negotiations with the WTO, the Philippines was granted an extension on the condition that, after mid-2017, the Philippines would use tariffs only on rice imports.



	
Import licenses: Import licensing is intended to safeguard public health, national security and welfare and to meet international treaty obligations. Licences are also used to establish and maintain import quotas (i.e. rice) and agricultural tariff quotas.



	
Sanitary and Phytosanitary Measures (SPS) and Technical Barriers to Trade (TBT): Imports of agricultural products, live animals, plants, their products and by-products must be accompanied by a sanitary, phytosanitary or health certificate from their country of origin and are subject to inspection upon arrival. Generally, only SPS considerations are taken into account when issuing certificates; however, in some cases, the level of domestic supply is also considered (WTO, 2012), presumably leading to alleged discriminatory treatment due to non-research based requirements, mainly for animal products’ imports.



	
Export controls: Several agricultural commodities are subject to export controls and may require permits in addition to...
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