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Foreword 

 Responding to the growing concern for the effects of trade liberalization on regional 
agriculture, the CGPRT Centre started a research project “Effects of Trade Liberalization on 
Agriculture in Selected Asian Countries with Special Focus on CGPRT Crops (TradeLib)” in 
March 1997, in collaboration with partners from ten countries: China, India, Indonesia, Japan, 
Malaysia, Pakistan, the Philippines, the Republic of Korea, Thailand and Vietnam. In all these 
countries, important issues regarding trade liberalization were investigated with an identical 
research framework by national experts. 
 
 The investigation covers major crops which might receive either favorable or 
unfavorable effects of trade liberalization both in export and import. I believe that readers of the 
reports can obtain broad and practical knowledge on institutional aspects of the effects of trade 
liberalization; moreover, the information will be useful for researchers and policy planners in 
other countries in the region. A volume which includes more commodity and location-oriented 
study on the same subject will follow. I would like to note that, since this project was conceived 
and started before the current currency and economic crisis began in the middle of 1997, the 
analysis handles basically the period before the crisis with possible current information.   
 

I am pleased to publish Effects of Trade Liberalization on Agriculture in the 
Philippines: Institutional and Structural Aspects as one of the fruits of the project. I 
certainly hope this report will be fully utilized for the improvement of agricultural trade and the 
encouragement of regional agriculture.  
 
 I thank Dr. Minda C. Mangabat of the Philippines for her intensive research and the 
Information Technology Officer III Bureau of Agricultural Economics for allowing her to work 
with us and for providing continuous support. Dr Boonjit Titapiwatanakun ably coordinated the 
various complex steps in the study. I would also like to express appreciation to the Government 
of Japan for funding the project. 
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Executive  Summary 

The share of Philippine agriculture sector to national output or GDP has been declining, 
from 30% on average from 1966 to the mid-1970s down to 20% in 1997. Nonetheless, the 
sector’s contribution to the country’s economy remains significant, accounting for 9.3% to total 
export earnings, 8.6% to import expenditures and 42% to total employment. 

The Philippines underwent a long history of protective trade policies which resulted in 
the country’s limited participation in international trade in the past. Import and exchange 
controls were employed in light of recurrent disequilibrium in the country’s balance of 
payments and were used increasingly to promote industrialization through import substitution. 
It should be noted that import substitution policies, exchange rate and import controls also 
contributed to the declining share of the agriculture sector to GDP. Attempts towards unilateral 
trade reforms in the country took place initially in the 1960s and resumed in the 1980s. Partial 
trade liberalization continued on in the 1990s and intensified at the onset of regional trading 
agreements such as the ASEAN, AFTA-CEPT and the multilateral trading agreement under the 
GATT-UR/WTO. 

The present study provides an overview of the trade regime in the Philippines including 
related exchange rate, monetary, and fiscal policy information; infrastructure development; 
agricultural trade; production situation and important issues on agricultural trade liberalization 
on selected CGPRT crops (rice, maize, soybean, cassava, potato) and other major agricultural 
commodities (coconut, chicken, hogs, beef).  

Since the economic reconstruction (1910-1938) and colonial (1946-1949) periods, 
exchange rate and import controls were increasingly utilized in addressing recurrent balance of 
payment (BOP) crises. A fixed exchange rate of 2 pesos per US dollar prevailed until the early 
1960s and resulted in an overvaluation of the Philippine peso, adversely affecting agricultural 
exports which dominated the country’s exports at that time. With import controls, on the other 
hand, foreign exchange was allocated based on the essentiality of goods rather than comparative 
advantage. The exchange rate and import controls are traced to the Bell Trade Act which 
required US approval of a change in Philippine exchange rate, prohibited import taxes, and 
ruled out tariff increases since the bulk of the country’s imports came from the US. Upon 
expiration of the Bell Trade Act in 1955, tariffs replaced exchange control in regulating imports 
and protecting domestic industries. 

The first attempt in trade reform took place in the early 1960s. Under a decontrol 
program, imports and export licenses were no longer required. In late 1965 the peso was 
formally devalued from the fixed exchange rate of 2 pesos to 3.90 pesos per US dollar, which 
became the official parity rate. In the mid-1960s, expansionary monetary and fiscal policies 
resulted in the deterioration and worsening of the BOP which necessitated the restoration of 
exchange rate and import controls. 

Trade policy continued to protect domestic industries in the 1970s. Import controls 
became more restrictive as the number of regulated commodity lines increased from 1,307 lines 
in 1970 to 1,820 lines in 1980. Instead of tariff reforms, export promotion compensated for the 
continued bias against exports. 

Due to major flaws and limitations of past protective policies, a second attempt at trade 
reform began in 1981 amidst a worsening trade deficit due to an expansionary fiscal policy. As 
part of the country’s industrial structural adjustment program, a Tariff Reform Program (TRP) 
and an Import Liberalization Program (ILP) were implemented. The TRP provided for a 
uniform level of protection among and within sectors of the economy, reduced effective 
production rates (EPR) and reduced tariff rates from 100 to within the range 10 to 50%. The 
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initial schedule of the ILP included the removal from the list of restricted items – 263 lines in 
1981 and 617 lines in 1982, reducing the number of restricted items, respectively, by 24% and 
20% from the previous year’s levels. Due to a BOP crisis which began in 1983, the ILP was 
postponed for three years and exchange and import controls were re-imposed. In order to 
discourage imports, the peso was devalued three times from mid-1983 to mid-1984 and floated 
in late 1984. Import liberalization resumed in 1986 with more items liberalized but mostly 
manufactured goods; agricultural export taxes were abolished; fertilizer and wheat imports were 
liberalized but maize imports were banned temporarily. 

After the completion of the TRP in 1985, a new round of unilateral tariff reductions 
followed. Executive Order (EO) 470 in mid-1991 reduced the number of high tariff commodity 
lines and increased the number of low tariff commodity lines. EO 8 issued in mid-1992 replaced 
QRs by tariffs but was later reversed by the Magna Carta for Farmers which required the 
imposition of QRs as a means of protecting agricultural products in sufficient supply. In early 
1993, Memorandum (MO) 95 restored the QRs on certain commodities including maize, pork 
and poultry meat. 

Trade reforms intensified with recent multilateral and regional trading agreements. 
Under the GATT-UR/WTO, the Philippines is committed to two of the four major areas of 
concern of the UR Agreement on Agriculture: market access and sanitary and phytosanitary 
(SPS) measures. There are no export subsidies in the country and the value of agricultural 
subsidies are less than the 10% ceiling level for developing countries, hence, the country made 
no commitments on these areas. Under market access, the tariffication of quantitative 
restrictions (QRs) is legislated through the Republic Act (RA) 8178. The tariffs for sensitive 
agricultural products are mostly 100% in 1995 and 1996 which are generally above the nominal 
protective rates under the QRs. These rates will be reduced to within the range of 10 to 50% by 
the years 2003 and 2004. The Philippines sought the postponement of rice tariffication.  

Tariff reduction is also the major feature of the ASEAN Free Trade Association (AFTA) 
which aims to transform the ASEAN region into a free trade area by the year 2003. For the 
Philippines a total of 391 primary agricultural products are included in the Common Effective 
Preferential Tariff (CEPT) scheme of the AFTA. By the year 2003, lower tariff rates will be 
imposed on these products, although highly sensitive imports may still be allowed higher tariffs. 
The Philippines suggested exclusion of rice in the AFTA-CEPT scheme as it is deemed that 
Filipino rice farmers are not yet prepared to face competition from its neighboring ASEAN 
partners.  

Under the Asia Pacific Economic Cooperation (APEC), the Philippine tariff reductions 
under the UR bound tariffs, APEC Bogor and individual action plan (IAP) follow a downward 
trend but lower rates for the IAP. 

Infrastructure such as land, water and air transport facilities are important support to 
international trade directly and indirectly. Investment in infrastructure in the Philippines 
intensified in the late 1960s until the late 1970s. After this period, due to fiscal constraints 
infrastructure investment continued but at a reduced pace and most of the infrastructure was 
completion of existing projects. In the early 1990s public infrastructure investment accounted 
for only 2% of GDP compared with a 5% share in the late 1970s to the early 1980s. Large 
infrastructure programs were financed mostly from external credit. 

The above situation is illustrated by the status in road development, the largest 
component of infrastructure investment. In a span of three decades from 1965 to 1997, the total 
length of road in the Philippines almost tripled from 56 thousand to 161 thousand kilometers. 
Road construction grew on average, at an annual compounded rate of 7% from 1965 to 1980, 
but it slowed down to 1.3% in 1981 to 1985, with minimal growth of only 0.03% from 1996 to 
1997. 

In 1997, more than two-thirds of the total length of roads in the country is made of 
gravel, asphalt and concrete portions 18% and earth road, 5%. Rural roads comprised more than 
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one-half of the total road length. This sector, however, receives the smallest share of investment 
allocation. In recognition of the importance of rural road development to the competitiveness of 
agricultural products especially with the current trend in trade liberalization, an agricultural 
Competitiveness Enhancement Fund (CEF) is formed from the tariff proceeds of the Minimum 
Access Volumes (MAV) of the Department of Agriculture (DA) part of which is earmarked for 
the development of farm to market roads. 

Due to physically dispersed islands in the Philippines, ports and water vessels and 
airports are equally important with road facilities. The number of ports has increased by 9% 
over the period 1994 to 1996. Seven of the government airports are international airports. A 
greater volume of traded goods is carried by sea relative to air transport due to higher costs of 
the latter. 

In the agriculture sector, the development of production and post-harvest facilities is 
carried out by the DA through its various sectoral programs. Under its grain program, the DA 
has embarked on irrigation projects such as water impounding, shallow tube-well and deep 
tube-well irrigation. Support in postharvest facilities is provided through the construction of 
multipurpose drying pavements, distribution of small mechanical dryers aimed at improving 
timeliness in grain drying operations and moisture meters to be used in monitoring moisture 
content of maize for the prevention and control of aflatoxin. Facilities for rice milling, grain 
storage (warehouses) and transport have also improved although these are mostly within the 
private sector. 

One-third of existing livestock auctions are below the standards of the National Meat 
Inspection Commission (NMIC). Thirty abattoirs are for rehabilitation and new construction. 
Only 1% of abbatoirs conform to international standards. These concerns are being addressed 
under the DA’s livestock program. 

Institutional services, primarily sanitary and phytosanitary (SPS) measures, complement 
physical infrastructure supporting international trade. Several studies have shown that, in 
general, the Philippines has yet to establish its own standards for most plant and plant products, 
meat and meat products, and fisheries and marine products for adoption or submission to Codex 
Alimentarius Commission of the Food and Agricultural Organization (FAO). These 
inadequacies are attributed to laboratory facility and personnel constraints. Most of the 
Philippine standards for product export, for example, are adjusted or based on the Codex for 
requirements of importing countries.  

The value of exports and imports increased beginning in 1987 but imports have outpaced 
exports, which resulted in large trade deficits. The trade deficit-GDP ratio in 1997 doubled the 
ratio in 1980. The proportion of total export value to GDP was increasing but the level of export 
earnings was not sufficient to cover the import needs of the other sectors of the economy. 

Consistent with the declining relative importance of the agriculture sector to GDP is a 
corresponding decline of agricultural foreign trade. In the early 1980s, agricultural exports 
which include processed agricultural products (e.g. coconut oil and pineapple juice) and agro-
industrial products (e.g. agricultural machinery) contributed about a third to total export value. 
This share dropped to 9% in 1997 in view of the increasing non-agricultural manufactured 
exports especially electronics. Also, the share of agricultural imports to total imports declined 
from 11% in the early 1980s to about 9% in 1997.  

The Tariff Reform Program (TRP) and Import Liberalization Program (ILP) resulted in 
increased agricultural trade beginning in 1988. However, agricultural imports exceeded exports, 
which gradually eroded the agricultural trade balance such that deficits incurred beginning 1994 
and increased further with trade liberalization.  
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“Food and Live Animals Chiefly for Food” captured, on average, 90% of total 
agricultural imports in the period 1980-1997. Under this classification, the three major exports 
and their contributions are vegetables and fruits (50%), fish and fish preparations (17%), sugar 
and sugar preparations and honey (12%).  

Over the reference period of 1980-1997, seven commodities have been consistently in 
the top ten exports: coconut oil, desiccated coconut, copra oil cake/meal, sugar, fresh banana, 
pineapple and pineapple products, and tuna in fresh, frozen and chilled forms. Shrimps and 
prawns, fresh, frozen and chilled, were also in the top ten exports except in 1980 and 1982. 
Coconut oil remains as the largest contributor to agricultural exports. The value of exports in 
1997 reached US$ 673 million, 18% above the 1996 level. Export proceeds from dessicated 
coconut ranked among the top five from 1980-1987 but went down to number eight mostly after 
this period. Value of exports in 1996 to 1997 averaged US$ 86 million. Copra oil cake/meal and 
copra exports have declined in importance especially copra due to a shift from raw to processed 
coconut product exports. 

Earnings from centrifugal sugar exports were second to coconut oil from 1980 to 1985 
but declined to lower rankings, sixth in 1996 and ninth in 1997. The volume of annual exports 
has declined substantially from an average of 963 thousand tons in the first half of the 1980s to 
198 thousand tons in 1987. This has been attributed to the removal of preferential treatment of 
Philippine sugar in the U.S., emergence of sugar substitutes and declining productivity. 

Pineapple and pineapple product exports were stable, mostly either as the number four or 
number five agricultural export earner. Annual export values in 1996 and 1997 averaged 
US$153 million. Fresh banana was the second largest agricultural export from 1995 to 1997, 
contributing on average US $226 million annually. 

Fishery export is dominated by tuna, shrimps and prawns, seaweed and carageenan. 
Shrimps and prawns accounted for the second largest share of agricultural export earnings from 
1987 to 1992 and 1994 with a yearly average of US$ 225 million. It ranked sixth in 1996 and 
1997 with annual earnings of US$ 140 million. Seaweed and carageenan were in the leading ten 
agricultural exports beginning in 1995, contributing US$ 83 million or the seventh largest. 
Annual export receipts in 1996 and 1997 were US$ 94 million.  

Between 1998 and 1997, the annual average value of manufactured fertilizer exports was 
mostly the seventh largest, US$ 94 million. As a non-traditional export crop, green bean coffee 
shipments outside the country earned substantially from 1984 to 1986 with peak of US$ 119 
million in 1986 resulting from the coffee frost in Brazil. Exports dwindled, and starting in 1990 
the value of exports was no longer in the top ten. As for traditional export crops, 
unmanufactured tobacco was last included in the top ten exports in 1994 and abaca registered in 
the top ten only in 1983 and 1984 in the whole period of 1980-1997. 

The U.S. is the major trading partner of the Philippines for its coconut oil, dessicated 
coconut, sugar, coffee, unmanufactured tobacco, abaca, pineapple and pineapple products, tuna 
and seaweed and carageenan in more recent years. Japan is the biggest market for fresh banana, 
shrimps and prawn; also a major destination for tuna and pineapple and pineapple products. 
Copra oil cake/meal, seaweed and carageenan are shipped largely to the European markets.  In 
1996 and 1997, Vietnam was the biggest buyer of manufactured fertilizer. 

A consistent pattern between trade reform and share of agricultural imports to GDP is 
observed. When import controls were re-instituted in the mid-1980s, the share of agricultural 
imports to GDP decreased. It increased during the trade reforms in the late 1980. This pattern 
became more apparent in 1995 to 1997. The impact of reforms in import policies is more 
indicative in foodcrops and livestock imports. The percentage share to agricultural GDP in 1997 
was more than twice the share in 1980 and almost doubled in the case of foodcrops. 

Food and live animals chiefly for food constitute the bulk of agricultural imports. It 
accounted for about two-thirds, on average, of the annual total agricultural import value from 
1990 onwards. In the first year of the GATT-UR in 1995, import values increased by 38% from 
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the 1991 levels. The second and third largest groups of agricultural imports during the 1980-
1997 period were, respectively, inedible crude materials and manufactured fertilizer. The values 
of imports of other commodity groups such as animal and vegetable oils, agricultural chemicals 
and materials, agricultural machinery and manufactured fertilizer have increased from 1994 to 
1997. 

From 1980 to 1997, six commodities were consistently in the top ten imports: wheat and 
meslin, milk and cream products, urea, soyabean oil/cake and other residue, cotton and 
unmanufactured tobacco. Flour, meals and pellets of fish, meat and crustaceans were in the 
leading ten imports except in 1983. Whole and ground malt were in the top ten list until 1993. 
Unmilled maize, rice, meat of bovine animals and agricultural machinery were in the top list for 
several years. Soybean and manufactured tobacco were in the top ten, respectively, only in 1991 
and in 1993. 

The three leading imports are wheat and meslin, milk and cream products and soybean 
oil cake/residue. Wheat is used both as food substitute for rice and as a feed substitute for 
maize. As a result of the lower tariff for wheat used for food compared to a higher tariff for 
wheat as feed, part of wheat imports for food were diverted to feed. Wheat and meslin imports 
have been increasing. In 1997, the value of imports was US$ 423 million which was 13% more 
than its 1996 level and 21% above 1995 imports. The U.S. is the largest supplier of wheat with 
an average value of US$ 245 million from 1991 to 1997. 

About 90% of the country’s dairy products are imported. Milk and cream products 
ranked as the second largest imports in most years from 1990 to 1997. Imports in 1996 
amounted to US$ 329 million but decreased to US$ 303 million in 1997. Australia is the largest 
source of dairy products, accounting for 48% and 43% of total value of imports in 1996 and 
1997, respectively. 

 Most soybean product imports are in the form of oil cake and other residue. From 1991 
to 1997, average annual imports were US$ 142 million. In more recent years the U.S. has 
captured the Philippine market for soybean. In 1996 and 1997, annual imports from the U.S. 
averaged US 64 million representing 46% of total annual imports in the two year period.  

Rice imports accounted were the third largest in 1996 and 1997. The value of imports 
peaked in 1996 at US$ 294 million. Another large shipment occurred in 1997 valued at US$ 
211 million, as a hedge against expected production shortfalls in the first quarter of 1997 due to 
the El Niño. Imports from Vietnam comprised 41% of the total value of imports in 1996 and 
47% in 1997. Thailand was the second largest source, accounting for 18% of total import 
expenditures in 1996 and 29% in 1997. 

 Paddy production is increasing but at a decreasing rate. The gap between annual 
paddy production and total use is widening. The deficit years, which were associated with 
adverse weather conditions, outnumbered self-sufficiency periods. On grounds of food security 
and lack of competitiveness of small rice farmers, the tariffication of rice has been postponed 
under the GATT-UR/WTO until the year 2004. Also, initial high tariff rates for rice have been 
sought under the AFTA-CEPT. Even with the tariffication of rice in the year 2004, the level of 
protection to farmers is not lessened, because the government can always intervene in domestic 
pricing. Domestic prices of rice are kept above international prices. According to a study by the 
Department of Agriculture (DA), trade liberalization would have a neutral effect on rice. 

Maize plays an important role in Philippines agriculture both as food and particularly as 
feed to the rapidly growing livestock and poultry industries. More than 60% of maize demand is 
for animal feed, which is mainly yellow maize. Over the period 1980-1997 the share of feed in 
the total usage of maize has followed an increasing trend due to proportionate increases in 
swine and chicken inventories especially the latter. In spite of productivity gains in yellow 
maize production resulting from the government’s yellow maize programs and R&D activities 
in open pollinated varieties, adverse weather conditions, particularly droughts have affected 
productivity.  Total domestic maize production net of stocks has not been sufficient to meet 
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total maize requirements, making the country a net importer of maize except in 1988 and 1990 
when maize surpluses were noted. Maize imports in the last 18 years up to 1997 depended on 
the adequacy of stocks. Under the GATT-UR/WTO, previous quantitative restrictions on maize 
imports were replaced with out-quota tariffs of 100% which will be gradually reduced to 50% 
by 2004. Under the AFTA-CEPT, maize is included in the list of 25 sensitive farm products 
whose tariffs would be reduced to 5% in 2009.  Similar to rice, domestic maize prices are above 
international prices, which is traced to the high distribution and marketing costs, due to the long 
distances from the maize producers to the maize millers and feedmillers. Previous studies show 
that marketing and distribution costs from the farmgate to the users are more than twice the 
costs in Thailand.  Domestic transport costs account for one-third to one-half of marketing costs 
for grains such as maize, compared to a share of one-fourth in other ASEAN countries. The 
conditions of the rural roads and shipping contribute the highest cost effect. The system of 
arrastre and stevedoring in the Philippines makes cargo handling costs the highest in the 
ASEAN region. Moreover, domestic fuel costs exceed the costs in other ASEAN countries. 
High distribution and marketing costs and lower yields due to adverse weather conditions make 
the Filipino maize farmers, especially the small farmers, less competitive than their counterparts 
in the larger maize producing countries. If these conditions are not addressed, trade 
liberalization will place the marginal and subsistence maize farmers in the Philippines at risk. 
Reliance on the domestic maize supply will also make the livestock industry, especially chicken 
and pork, uncompetitive due to high cost of maize as feed. It has been suggested in some 
studies to further lower the maize tariff or at the extreme allow importation of maize free of 
duty. It has been argued that while this would displace the marginal and subsistence maize 
farmers, the resources could flow to smallholder livestock. The displaced maize farmers can 
still shift to high value commercial crops (HVCC).  

In the livestock sector, chicken is the fastest growing component. Domestic chicken 
meat production is generally sufficient for domestic requirements, resulting in minimal imports 
of poultry meat. This is due primarily to the highly commercialized nature of chicken 
production systems which are left largely to the private sector. Partial trade liberalization under 
Executive Orders 470 and 8 supported the industry in the form of lower tariffs on import of 
purebred live chickens, which are good parent stock. The GATT-UR/WTO tariff rate for 
purebred breeders is a 10% base rate and a 10 to 15% ceiling rate. Domestic poultry meat 
production including offal is protected currently with a tariff rate of 100% to be reduced to 40% 
by the year 2000. 

Pork accounts for about one-half of the total domestic supply of meat in the Philippines. 
The pork supply has been relatively stable because of improved domestic production and 
imports of breeder stocks. The supply availability has ensured stable prices except in 1990 
when pork prices went up due to high feed cost. Pork meat export has been declining while 
imports of breeder stocks are increasing. Tariff rates for swine carcass meat and offal under the 
GATT-UR/WTO are 100% to 40% from 1995 to 2000, which is above the duties imposed on 
bovine animals. This did not, however, discourage imports. As the maize and livestock 
industries are highly dependent, high costs of maize feeds will put at risk the livestock small 
holders. 

As an result of the Import Liberalization Program in 1990-1993, lower tariffs were 
imposed on live animal importation especially cattle for fattening and for breeding. As a result 
beef production grew by 9% yearly from 1993 to 1997. Under the GATT-UR/WTO, the initial 
tariff rate in 1995 was 10% to be reduced to 5% in the year 2000, compared to a 3% duty before 
the GATT-UR/WTO. Feeder cattle have tariff rates of 20 to 10% in the period 1995-2000. The 
Philippines made an error in computing the minimum access volume (MAV) of beef submitted 
to the GATT-UR/WTO. The quantity of beef imports under the MAV was overestimated by 1.8 
to 1.9 thousand metric tons. Although this has already been rectified, this had implications for 
the protection of domestic producers. 
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The Philippines continues to be the largest supplier of coconut products in the world 
market contributing more than half to total world supply of coconut oil and copra. The country 
is, however, a price taker in the world market for coconut oil since this product comprises only 
5% of the total world market for vegetable oils. Under the GATT-UR/WTO, the initial bound 
rate for coconut product exports in 1995 was 70% to be reduced at the old rate of 50% for 
coconut oil and desiccated coconut, and 60% for copra.  Since the country is a net exporter of 
coconut products, there are no MAVs for these products. The main concern in the coconut 
industry with trade liberalization is the lower tariff rate on competing vegetable oils such as 
soybean oil, palm oil and margarine and shortening, and soybean itself. It has been argued by 
coconut industry groups that the low tariff of 3% on soybean will encourage large imports. 
Although soybean is imported mainly for soymeal as feed for livestock, its by-product soybean 
oil will compete with coconut edible oil, thereby prejudicing the domestic coconut industry. 
The coconut industry groups have lobbied for a higher tariff for soybean, to be equivalent with 
the tariffs of other vegetable oils. 

Domestic production of cassava is generally sufficient for the country’s needs. Under the 
GATT-UR/WTO, the initial bound tariff of cassava in 1995 was 50% to be reduced to 40% in 
the year 2004. Since the country exports cassava products, the country did not make any 
minimum access volume commitments. 

Domestic production of potato is used mainly for the table and partly for seed. Imports 
are mostly in small quantities although french fries potato imports have gained importance with 
the advent of fast food chains in the country. The Republic Act 8178 lifted the seed potato 
import ban due to the seed requirements of domestic producers. The initial tariff for fresh potato 
under the WTO was set at 100% in 1995 to be reduced to 40% in 2004. Potato imports account, 
on average, for only 20% of its minimum access volume. 

Trade liberalization has its advantages as well as disadvantages. The long term goal is to 
make domestic producers more competitive in the world market through exposure and access to 
better technology, improved production efficiency and higher product standards. But the 
preconditions to the achievement of these in the domestic situation rest upon the resources of 
farmers, especially small farmers, and the so called safety net measures in the form of 
infrastructure and institutional support from the government that would facilitate farmers’ 
access to these free trade opportunities. It is also dependent indirectly on macroeconomic (i.e. 
monetary) policies.  Also, as the country’s major trading partners will be adopting an open 
market policy, the Philippines can derive some compensatory concessions in terms of lower 
tariffs for the country’s exports. On the other hand, structural changes that go with trade 
liberalization have some de-stabilizing effects on the domestic agriculture sector and the other 
sectors of the economy. What is important is to put the safety net measures securely in place 
during the adjustment or transition period which is not far beyond. This requires a vigorous 
effort and may take a longer period of transition than the time set under the recent multilateral 
and regional trading agreements. 
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