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PREFACE
In vesponse to the request of the GDVernment'of theaRepubiic of the
Philippines, the Government of Japan has decided to conduct a basic

degign study for the construction of the Food Development Cetiter and

entrusted the study to the Japan Internatlonal CQoperation Agency (JICA)

JICA sent to. the Philippines a study team headed by Mr, Michimasa Numata,
First Basic De31gn Study Division, Grant Ald Planning and Survey
" Department of JICA from March 22 to April 9, 1987,

The team had a serles of discussions on the: prOJect with the officials
concerned of the Government of the Philipplnes and conducted a field
survey in Taguig,_Metro Manila.: After the team reLurned to. Japan,

- further stndiee were made, a draft report: ‘was plepared and, for the
'eXplanation‘and diecussion of it, a mission headed bj Mr, Yoehikatsu
Nakanuraé Fifet Baeic Deeign=Study'DiVisinn, Grant Ald Planning and
Survey Denartment of JICA was sent to the Phiiinpines from June 29 to
July 5,.1987,_ As a resnlt; the pfesent'report has been prenaTEd.

I hope that this report will serve for the develonment‘of the nroject
and contribute to'the_pfomotidn of friendly relations between our two

countries.
I wish to Pxprese my- deep appfeCiation to the officials concerned of

the Government of the Republic of the Phllipplnes for their close

cooperatlon extended to the team.

August, 1987 _

Keisuke Arita,
President

Japan International Cooperation Agency -
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SUMMARY

Iﬁzthe yéafs since_1967;'the'deérnment_éf the Repubiié of thé..
Philippines has'fofmﬁléted SIx'deQelopment plans and exerted eﬁery effort
| to develop the nation economically and soclally. The second oil crisis
in 1979 however, caused the Phllipplne economy to suffer a serious
‘getback. “The situatlon has since been further aggravated by years of
.poiitical_confusidn'tfiggered by the political unrest which broke out in
August 1983, combined with an external debt crisis, In 1984, the
Philippines'eiﬁérienced its first negative_growthLof GNP since
indepén&ente. The Government of .the Republic of the Philippinés is now
faced with. a large éurreﬁt account deficit, a serious budget deficit -and
| rampant'infiation;' Accumulated forelgn debts have also made it diffieult

to obtain additional Ioans.

The new administration which assumed power in February 1986 has
reasséssed ecbnbmic deve1opment policies and in December of the same vear
announced its Medium Term Economic Development Plan in order to launch

economic reconstruction.

The objectives of the Medium Term Econowic Development Plan are to
increase employment.opportunities, alleviate povefty and attain

reasonable economic growth.

The econbmy of-the_Philippines depends heavily on the agriculture and
 fisheriéé sector, WhiCh'émploys 52% of the country's total labor force
and accouﬁts for 267 of tofal GDP. To attain the aforementioned
objectives, therefore, the ‘Philippines must endeavor to build an economic
base centered on the agricultural and fisheries industries. However,
1ncome received from traditional. agrlcultural products, such as sugar,
maize and coconﬁt which until only recently had been the Philippines'
major export prqducts, has been falling-due to the global grain surplus
and the drop in prices, As a result, the Philippines are now urged to

. repléce fhese"traditional_sources of earnings through the production of

new agricultural products and to ‘develop new processing technologies.



Export promotion ie important to the Philippine economy becauee of ite
cloee bearing on’ the nation's foreign exchange earnings, the devo1opment
of its 1ndustry and the creation of employment opportnnitiesr
Especiallv, the export of - agricultural and fisheries products, which
1aCLount for a fairly high proportion of the nation s net foreign exchange
earnlngs (over 60%) as ‘compared. to othex export products where over half
of export value is taken up by the cost of imported raw matelia]q, is one

"of the Phllippine s economic policies that must be given top priority.

However, the processed foods which the Philippines currently exports are
subject to numerous claims from the iﬁporting counrries. It will be.
difficult for the Phllipplnes to expand ite exports of proceesed foods 1f

_these compla1nts are not resolved

The Philippine food processing 1ndust1y, with the exception of some large
enterprises, conslsts of small. and medium scale enterprlses whlch cannot
afford to undertake quallty-analysis and product development Thus, it is
neceesary to have such technlcal services inltiated by public
instltutlons._ However, ‘the Yood Development Center (FDC), Whlch is a
:sobeidiary of the National ¥ood: Authority (NFA), is presently the only

_ pubiic instirqtion which provides the priﬁete sector with these technieel
eerv1ces. FDC is curreotly offering private food industries such.
technlcal support as quallty inspectlon and’ 1mprovement of mainly’ eXport
~foods,, trial manufacture of product samples, establlehment of criteria
for'standardiziﬁg quelity control on:pr0cessed foods;'technicai'guidancec
on quality contrel and training of employées., Due to the lack of
adequate fac1lities and equlpment however, FDC is restricted in carrylng
out such technical services as inspection and analysis, quality control,
and trla] production of Samples entrusted by private enterprlses. For
this - reason, the Government of the Republlc of . the Phlllppines has |
formulated.a-PrOJECt_to expand and 1mprove_the facilities and equipment
of ?DC'in order that it meyiundertake'QUality iospection, technology
developmeﬁt and'sample production'oﬁrbehalf'of those Smail and medium
scale enterprleee as well as provide .them with guidance on quallty
.control :In consequence, the Government of the Republic of the
Philippines has requested grant aid from the Covernment of Japan for the

prov1sion of fac111tiee and equipment necessary for the Pr03eet.r



In response to this request, the Government of Japan dispatched a
_pre]iminaxy srudy team to the Philippines 1n November 1986, and upon its
recommendations, decided to conduct - a basic design study on -the projectg
The Japan Internatlonal Coopelation Agency (JICA). subsequently sent a
bastc design study team to the Philippines from March 22 to 4pril 9,
1987,

The sfh&y teém'diécusSed the contents of tequest-endfothef matters with
theiefficials*coneefned_of'the'GOVernment'oﬁ'the.Philippines,-sutveyed
‘the pfopesed;constfﬁctieﬁ site, the conditions of relevant infrastrocture
development and the local construction situation and collected
_informationfand'data_relevanf'to the'project; Upen its return to Japan,
the team developed the.bésic'design for'theIfseilities;'selected the
necessary equipment and formulated the maintenance and operation plans
based on an snaly51s and study of 1ts survey findAngs and prepar ed the

draft final report on the basic design study.

With this draft final veport in hand, JICA dispatched a team to the
Philippiﬁes to explain and discuss its contents with the offieiels
concerned of the Covernment of the Philippines from June 29 to July 5,
1987.

.This ?rojeet aiﬁs’to improve'and develop activities csrfently undertaken
by FDC. -These’ act1v1t1es inelude quality analy51s of processed food for
eXport, the development of food proce551ng teehnology, the diffusion of
quality control and the prov1510n of techmnical service._ A sample
productlon division w111 a]so be established The expansion of its
facilities and the supply of equipment w111 enable FDC to improve the
extension of the above technical services to the food processing

‘industry.

~The sroposed preject'site is locafed within the'FTi.complek at Taguig in
the southern'psft ef'Metrq_Manila, the National Cepital Region of the
.Philippines. The.site is a part.of the FTI complex and has an area of
about 1.4 ha. B



: The gcale of‘thé evérall faéilities-end'outiine of eqﬁipment determined
by the basie'design*are%as'folleﬁs.‘ The facilities planned under this
Prnject may ‘be. roughly divided into two- sections namely, the. quality
_eveluation andrindqstry services eection ‘and the sample production andr
'deveiopment'éection;- The quality evaluation and industry services
section will consist of the food science and training building to
accommodate 1aborator1es for chemical analysis and various other tests
.and analysis associated with quality evaluation, training ‘laboratories
and training rooms. It.shall alse incorporate_the general administration
division enﬁxfhe:dormitdry building fer'lodging'of trainees and staff,
In the sample.erodectibn ahd‘technology development section, the need to
haul 1n raw materials and to haul out sawple products -and various sortq
of wastes will frequentlv arise. Noise and odor are likely to be
generated, so that it will be acbommodated in a. building of its own, the

food technology building.

1. Scale of facilities
2

* Food science and training bullding «ovess. 4, 649 m o
0ff1ce of the Manager and Adminibtratlon Div. ... 508'm2
Quallty Evaluation biv. .,...,................... 829'm2

: Industry Services Div, Cireheearaaesserracaessnas 837 m2
Public space'..;,...;.......;;..,.....;.......,.. 2,475-m2

* Dormitory building e ..;.........;.;...693'n3 '

Lodging quarters ..;.............;..........;..... 336 m2
2

Public space .........................,..,....... 357 m

¥

" Food. technology buildiﬁg R S A 719 m 7
Technology Development DIV, ,...ivesevensansnnans 421 m

Sample Production DIV. .evsveveosessoessecscsssss 1,106 m

(CRM NS O )

Space for_equipment'and COmMMON USE ,.eausrnarsens 1,192 m
. Total 8,061 m

2. Strutture

" Reinforced Concrete Two Story Bullding



3V Equipment

. E&uibment for quaiity evaluation o
) N ;.{.. Fluorescence speccrophatometer
"oy, Gas Chromatograph

~eews, High performance liquid
_chromatograph :

(2) Equipment for teclinology development .
o S Upright_Fréezet. 
..;..'Réfrigeratdr'free29r 
_ .%.. Constant Témperature Incubator
(3) Equipment forrindUStry.sefvices

....;'Audio—visual equlpment for
 traiping

" v+... Equipment for preparations of
" training material

_ «+e.. Training equipment for PTTC
(4) Equipﬁenﬁ for éample'prodﬁCtion N -
' ' - caesn Cabinet dryer
._..... Vacuuﬁ'can seémer
Craaa Labératory freéze.dryer
(5) Equipment for common use
o eras Vehicle

e Maintenance equipment

The costs to be borne by the Govérnment of Japaﬁ (facilities and-
equlvment) and by the Government of the Phlllpplnes such as site
clearance,_the supply of electri01ty, water and telephone lines to the
site, repair and rehabilitation.of sewage treatment facilities, outdoor
" structural work, planting qf:vegetation, pond cdnstruction, procurement
of furniture and furnishings, etc. for impiemeﬁting this Pfdject are

estimated.

The construction perlod necessary for 1mplement1ng this Project is

con51dered to be of 17.5 months in total after the Exchange of Notes
between the two countries. This can be divided 1nto 3.5 months for
execution de51gn, 2 monthq for tender and contract and 12 months for

construction.



'The_executlngfSodjﬁreoreSenting_thefPhllipplne Governﬁent.ls'therNetidnél
Food"e'u'ihbicity"(rzé’A) ,a subsldlary of the Department of Agriculture. NFA
'-shall be responsible for. the execution and adminieration of this Project

-and, upon completion of e 5 new facilities,rFDC will be positioned as a

' department of NFA

The-Msnagéﬁeﬁt Coﬁﬁlttee'Whose ﬁemoers will be.appointed by the
aAdministrator of NFA will be 1esnonsible for making basic policy

jdecisions on . sll activities of FDC end for monitorlng its performance.

FDCris'presently_a‘technology development center for food analysis and .
‘processing;_ The expsnsion of its technical services, espeeislly those -
'related to ‘the. export food industry, 1s expected to have several impacts-
~in dnveloplng the food processing industries, increasing employment
e'opportnnities, developing Tocal agricultural communlties, increasing the
_1nflow of foreign investments and promotlng exports of agricultural and
fisheries products of the Ph1lippines. For’ these reasons, the.

: 1mplementation of thls PrOJect is earneotly deslred

The follouing;reSultS'are erpected through the'Project:
® 'Prompt execution,and dlver51f1cation of - inspection and analysis

"of prOCessed foods entrusted by prlvate enterprises

* D1versif1cat1on of processed foods through ‘sanple production

® cImproving orOductivity.through'guidsnceron production technology

® Improoing quality of procegsed foods through training activities

*  Reduction in the loss of manufactured products through

_jimprovements in the quallty control system
% Reduction in crop losses through improved post—harvest '
treatment technology - ‘ _
* Manufacturing of processed foods to match market demand through

,market survey

 The : 1mp1ementatlon of thlS Pro1ect under the grant aid of the Government
of Japan is therefore considered to be highly significant and will br1ng.
“about trenendous benefits to the Republic of the Ph11ippines.
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CHAPTER 1. INTRODUCTION






CHAPTER 1 INTRODUCTION

The Covernment of the Republic of the Philippines, with the inauguration
of the new administration, has reassessed its economic development policy
and announced the Medium Term Philippine Development Plan 1987-1992 in

order to rehabilitate its economy. The goals of the Plan are:

*  Alleviation of poverty
* QGeneration of more.productive:employﬁent
%  Promotion of security and social justice

% Attainment of sustainable economic growth

The Government of the.Philippines considers’ the growth and developmeﬁt of
agriculture and fisheries, which serve as the backbone of the Philippine
economy,; to be crucial in éttéihing the above goals. 1In consequence, it
has formulated and implemented the following basie policies to expand the
" rural economy and activate the national ecoﬁomy under private industry

leadership.

Bagic policy objectives

(a) To raise small farmers' income;

(b} To sustain increases in productivity;

{(c) To effect an equitable distribution of the factors of and the
returns to production; s

(d). To attain food self-sufficiency and self-reliance for improved
nutritional well-being;

(e) To create and increase agro-based employment opportunities
among the rural population, particularly the landless rural
workers and subsistence fishermen;

(f) To improve the delivery system for agriculturél
crops and commodities, farm inputs, and services; and

{g) 7o institutionalize the increased participation of farmers

through cooperatives and other farmer organizations.

In the Philippines, where the socioeconomy is sluggish, it is very
important for the growth'and development of'agricultUre and fishery is

to produce export goods through advanced processing of raw agricultural



" and fishery products. This is one of the most important taské'facing the

Government of the Philippines in achieving the aforesaid objectives.

In view of the above,'not:only major fooﬂ_entefprisés, but also many.
small ard medium scale fooa eﬁtérprises have lately begun to place
emphasis on éprrt foods. Small and medium scalé'enterprises are faced
with numerous problems, however, sﬁch as thelir inability to ppoduce
ﬁrdducts that'satisfy the quality standards of the importing countries.
In order to improve this situation, the Government of.thg Philippines
separated the food research depaftment of FTI affiliated to NFA in‘June
1986 and launched it as the Food Development Center (FDC}, reporting
directly to NFA, TIts task is to offer technical sﬁﬁpoft and guidance on
the trial production of sample products, quality anaiysis, qualicy |
control of products to be shipped, and quality improvement The
equipment which ¥DC currently uses for testing and analysis 1s not only
limited but also " outdated, however, with the result that it 18 unable to
fully meet the enterprises' requireﬁents. To help solve this problem,
FDC exchanged a memorandum with the USFDA last Septiember which authorized
it to carry out quality analyeis on foods to be exported to the United
States and to issue quality certification for them on behalf of the
USFDA. Therefore it is expected that the requests of quality analysis of

those products will increase in the near future,

In view of the foregoing situation, the_Government_of the Philippine has
formulated a plan to expand the Food Development Center with a view to
upgrading the quality of export foods and'strengtheh their export
competitiveness, " Under this plan, teéhﬁical.éssistance to the private
food enterprises shall be extended, and Philippine food exports shall be
promoted by providing eéch enterprise with technical support in export
marketing. To help implement this Project, the Government of the

Philippines has requested the Government of Japan for grant aid.

In résponse to thié request, the Government of Japan dispatched a
preliminary survey team for the grant aid Project in ﬁovémher 1986 headed
byiMr. Toshimaru Nakamura to.confirm.the plan and the contents of the
request, to study the Philippine food development.policies, executing
_agency and_organization, and to discuss various matters with officials

concerned of NFA,



The matters which have been agreed upot are described in the minutes of

discussions, the main points of which may be summarized as follows.

1,

‘Project objective

To upgrade the technical level of the Philippine food processing
industry by developing food handling methods,'production standards,
processihg technolbgy and ‘a Quality control system for foods in order
to produce.processed'foods of exportable quality and thereby promote-

exports from the Philippines.

Specific requests
Construction of a food technology research institute, repairs and

improvement of existing facilities and provision of equipment.

Project executing agency

The National Food Authority (NFA)

tAs the contents of the Project were considered to greatly contribute

to the development of the Philippine expdrt food processing industry and

to further expand the activities which have been performed by FDC, the

Team judged the Project té be both realistic and worthwhile.

The preliminary study team determined that the following matters should

be given special attention in the basic design study.

1.

The formalitiés for transferring the right of use of the project site
from FTI to FDC are still in progress. It will be necessary to check

the progress of this transfer.

NFA and FDC are still studying whether to remodel and extend the

exigting facilities or to construct new facilities for thia Project,

‘and will advise the Government of Japan as soon as a decision is

reached. The progress of thelr deliberations and the details of

their decision should be confirmed.



3. In planning the use of FTI1's infrastructure facilities, the

independent nature of FDC should be fully considered.

Prior to implementation of the basic design study, NFA informed the
Japanese Government that it had reached the following conclusions on

items 1 and 2 above.

1, It has decided to change the project site from the initially proposed
Lot No.71-~C to Lot No,54.

2. As a result of the change in the project site, it decided that

new facilities should be constructed for this Project.

As a result of the above, the Government of Japan dispatched, through the
Japan Internatiomal Cooparation Agency, a basic design study team on the

grant aid Project to the Philippines in March 1987,

The basic design study team, headed by Mr, Michimasa Numata, First Basic
Design Section, Grant Aid Planning and Survey Department of JICA,
conducted its field survey for 19 days from March 22 through April 9,
1987.

The basic design study team has confirmed the matters it was asked to
study by the preliminary study team and also confirmed that the project
would be implemented at the newly proposed project site, Lot No,54., As
the facilities plan calls for constructing new facilities, the survey was
carried out at the newly proposed site. Matters agreed upon are

sunmarized in the Minutes of Discussions. (Refer to Appendix 4).

This report compiles the results of the basic design study on 'The
Construction Project for the Food Development Center in the Republic of
the Philippines" based on the foregoing surveys and subsequent analysis

carried out in Japan.



CHAPTER 2. PROJECT BACKGROUND






CHAPTER 2 PROJECT BACKGROUND

2-1  Socio-Economic Conditions and Medium Term Economic
Development Plan

In. the years since 1967 the Philippine Government has formulated six
development plans on the basis of which it has continued to extensively
promote economic development from a long-range perspective. Its _
industrial and trade policies in the 1970s which included import controls
and high tariffs reflected the bias for import-substituting activities
which had been encouraged in the early postwar period. These policies,
however, tended to overvalue the.peso, and although industrial output
increased annually'at'an'average rate of 8.0% between 1971 and 1980,
these govérnment interventions overprpﬁected certain.dOmestic.industries,
which created market distortions that discriminated heavily against
investments in agriculﬁure'and exports, and encouraged the pfoduction of
finished consumer goods oﬁer intermediate and eapifal goods. Moreover,
certain policies that had a dapitél cheapening ﬁias eﬁcouragéd
investments In large-scale and capitai—iﬁtensive projects and deterred
the optimization of employment generation from limited capital résources,
In addition, the archipelagic nature of the country and the inadequacy of
infrastrucure support in the other regioné resulted in.the concentration
of industrial activities in the National Capital Region and encouraged

rural~to-urban migration.

Starting in 1981, the Philippine Government embarked on a medium term
structural adjustment program with the objective of transforming the
basic structure of iIndustry to a more efficient and world--competitive
one, and announced the tariff reform, impbrt liberaljzation, realignment
of indirect taxes; rationalization of the industrial incéntives system,
‘sector development programs, and thg implementation of major industrial
projects. The average normal ratezof tariff was brbﬁght down from 43% in
1980 to 28% by January 1985, and phased import 1ibefalization was also
impleméntéd on some 3,0494it6ms. The Covernmeht:identified 19 sectors as

priority investment areas which should be encouraged.



_ The full implementation of these oolicies, however, was deralled by the
economic recession that pfevailed worldwide as characterized by falling
export prices and declining consumption, high interest rates and soaring
import prices. And the pollti;al unrest in the Philippines in 1983 led
to .a massive capital fllght and a quickly dwindling foreign exchange

_resefve'with growing external debts, and the country's economic.growth
tended to slow down, as a resuit of which the economic condition: of the
Phlippihes was stagnated, making the implementation of said program ;
difficult.

In view of the foregoing situation, the new regime inaugurated in
February 1986 formulated a medium term economic development plan.
1987-1992 in Pecember the same year and set the goals of the Development

plan for the coming six years to the following:

® _AlleV1ation of poverty
% Qeneration of more productive employment
* Promotion of equity and social justice

* Attainment of sustainable economic growth

The Philippines Government considers the growth and development of
agriculture and fisheries whlch support the Phlllpplne economy to be most
crucial 1n attainlng the above goals, has formulated, and is
1mp1ement1ng, the following basic policies to expand the rural economies

and to activate the national economy under priﬁate leadership.

Basic p011c1eb
(a) 'To enhance swmall farmers' income;
(b) To sustain the increases in productivity;
(c) To effect an equitable'distribution of the factofs of and the
returns to production; .
~(d) To attain food self-sufficiency/self-reliance for improved
nutrifional weli4being; |
'{e) To create/increase agro-based employmeot opportunities among
thé rural population, particularly the 1éndless.rural.workers
and sustenance fishermén;'
(f) To improve the delivery system for agricultural

crops/commodities, farm inputs, and sevices; and



{(g) To institutionalize the expanded participation of farmers

through cooperatives and other farmers'organizations.

To achieve the abdve objectives, the Philiﬁpines Government declded that
the agriculture and fishery division which_cover 25 percent of GDP (See
- Table 2~1-1) will have the highest priotrity in the development policy.
Thisfdivisibn earning more than 60 percent of foreign currenéy by
trading, and more than 50 percent of employees are working in this
division. (See Table 2-1-2), and when other industry recorded hinor
growth in GDP during 1983 to 1985, only this division recorded averagely
1.5 percent growth. Thercfore agriculture and fishery division was set
up 5 perceht growth-rate in Medium Term Economic Development Plan
1987-1992. (See Table 2-1-3)

However, the traditional export producté such as coconut, sugaf cane,
ete, which héd been produced in considerablf_large quantities in the past
came to be produced in just as large quantities by technological
innovation in other countries, too, and they suffered a fatal blow in the
tace of depressed worldwide demand and the drop in international market
prices, Their production, as a result, continue to follow a declining
trend. So it need the expansion of productivity and technology
improvement in food processing and treatment for nontraditional food

crops to export instead of them.

The Philippine Government is expressing to find out new market for
exporting nontraditional food crops (mango, banana, pine apple and
others) and serve the technical services like research and development of

postharvesting technology and suitable usage of those crops.

The Philippine Government is trying to serve suitable instruction to the
food processing industry to produce export goods which shall meet the
standards of importing countries. 1If this succeed, food processing
industry will be able to export a lot of processed food and develop its

industry.



Fig, 2~1-1 Composition of Philippine GDP by Industrial Sector, 1976-83
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" Source : 1983 Fhilippine S.luiisl.icui Yearbook, NEDA, 1983 Philipping Development Reporl, NEDA.

¥ig, 2-1-2 Number of Employees in Each Industry

1983 (3rd Qer.) Number (in thousands) % composition

Agriculture, forastry 10,187 . - 52.2
& fisheries

Mining and quarrying 124 0.6
Manufacturing 1,833 9.4
Eleciricity, gas and 92 0.5
waterwords

Consktruction : 874 3.5
Wholesaie and retall 7,193 i1.2
'}.‘ransportatic;n & 827 4,2
warehousing :
Finance, lnsurance & 356 1.8

real estate

Social services 3,217 16.5
Others 13 0.1
Totat 19,522 100.0

(Source) NEDA: Skatistical Year Bock 1984




Table 2+1-3 Gross Domestic Product by Industrial Origin, 1986-92
(In billion pesos, at constant 1972 prices)

Annual
Estimate average

. Targete
1936 1987. 1988 ‘1989 _1990 1991 1992 | 1987~92

Gross Domestic Product 90.0  96.8 103.8 1108 1187 1269 135.3 115.4

Growth rate (%) | 0.4 6.7 11 6.7 11 6.9 6.7 6.9
Agriculture,Fishery, . :

Forestry 268 229 291 306 322 340 359 316
{ ):Ra'tio in GDP (29.5) (28.8) (2B.0) (27.8) (27.1) {267) (26.5) {27.4)
Crowth rate (%) 3.0 4.0 45 50 55 55 55 5.0

Source @ NEDA



2-2  General Condition of Agriculture and Fisheries

The Ph;lippine economy issheévily dependent on agriculture and fisheries
which Jointly accounted for the third share of about 26% GDP in 1984

following service industry and mining and manufacture industry as shown
ol Table 2-2-1,

.Table 2~1-2 tells the importance of agricultuxe and fisheries in terms of

employment which jointly accounted for 52,27 of the total employed
population.

The ratio of food exports to total exports is about 33%Z. Compared to
other export products where more than half of fheir export values are
accounted by imported raw materials which make their net foreign exchange
earﬁings small, the weight of'agriculfure in net foreign exchange

earnings may be claimed to be considerably high (about 60%).

Therefore, the role of agriculfure and fisheries is very important to

reconstruct the Philippine economy.

Table 2-2-1 Gomposition of GDP (Actual Base} Based on 1972

(Unit: 100Mil Peso, X)

1982 | 1983 . 1984
) Amount Amount Amount | Ratio | Growth
1 rieheny Tntoany 25,378| 24,845 | 25,141] 26.2| 1.2
2 Mining Industry 35,'“4‘ 35,955 32,746] 84.1 |~ 8.9
A HMining 2,006 1,96 | 1,589| 1.7 |=18.2
B Manifacecure 24,535| 25,108 | 23,732] 24.7 |&5.5
C Construction 8,079 7,688 | 6,214] 6.5 |a19.2

D Elec. Gass. Waver| '} 084| 1,192 1,211] 1.8] 1.8
| st.007| 29,2687 88,186 89.7 |~ 2.8

3 ‘Service’

A Transeportation 5,165| 5,266 _.5,019 8.2 ladg?
B Commerce- 13,103| 18,920 | 14,247] 14.8 | 2.3
¢ Finance: 7,252] 7,126 ] 7,255| 7.6 |a6.1]
D _sewvice: | 12,887) 12,6 | 11,665| 12.1 | 5.5,
6 b p ] 798,399 ] 100,068 | 96,073} 100.0 | & 4.0

source HNEDA; National Income Accounts 1984 bec.
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(1)

Agriculture

When crops are listed by the size of culcivated area as of 1985
on the basis of Tables 2-2-3 and.2~2—4? they may be ranked in
the order of maize with a cultiﬁatioﬁ_area of 3.31 million ha
and production of 3.44 million tons followed by éoconut with |
3.27 million ha and 2.96 million tons, rice with 3.22 million

.ha and.8.2 million tons {(on the baéis of unhulled rice) and

sugar cane with 0.4 million ha and 2.75 million tous,

respectively. : :

White corn for the table accoﬁnts for most of maize. Although
the attainment of self—sufficiency is imminent, its yield- per
ha is quite low at 1 ton and the praductivity is one tenth of
Japanese yield., Yellow corn for feed has to be mostly imported
which in 1982 reached 250.thousand tons. Both the government
and the private sector are trying to increase production of

yellow corn by inducing high yielding varieties.

Coconut industry is brimging in more than US$ 600 million
annually through exports, and about a third of the Philippine
population eatns its livelihood by being directly or indirectly
involved in its production, distribution, processing and

export.,

Production of coconut peaked at 4.5 million tons in.

1980 but has been declining since, In 1985 it decreased to

2.9 million tons partly due.to the impact of drought. Aging of
the coconut trees is a problem, but the task of replacing them

with high yielding varieties is making only slow progress.

The Philippines had at one time been compelled to import about
half a millipn tons of rice in the eérly 19705 due to natural
calamitieé, but since then it has succeeded'in increasing
production of rice by improving its infrastructure facilities
such as irrigation system and roads, and by making varietal

improvements and stepping up financing to farmers. In 1977 it

- 11-



Table 2-2-3 Quantity and Rate of Production 195

0-1985

Yield

t Metrl¢lon
‘

Rate of Preduciion Pereent
Foodd Crops {Hon Waditfonsl} food Crops {Traditional)
:rop Totalytelg [ Fotey (rovghilce) Banana :M_ango Pineapple Vegelables Cotonut Sugar Cane Corn
year - - - .
E e IR B R ) R B O e (el e Rl P I o
150 | azess | 26060 ] 09 [ t1s1al 32 nal o | ses| 13 525 17 8461 {198 ssio | 153 5737 | 134
|?55 6054.1' | 3,2029 { - 752.9 1948 48 50.4 0.8 103..2 £7 1834 30 1,142.9 [2:5 S B l.54§.5 255 170.1 12.7
1960 [ELAR 3.?.39.5 ] S} 307.3 4.2 . 5e 0.7 1339 18 185.2 2.5 1,173 152 ] 180087 24.7 1,65.3 15.9
1965 BA478.9 | 3,952.5 LR 6848 | B0 ' 129.4 5 176.1 20 116.0 25 v;.ss:.s. 10 | 20240 | 240 1,312.7 154
1370 t0,670.0 | 5,233.4° 490 B56.0 é.d 13517 .Lﬂ 2334 2t 302 .9 2,0|.2.4: 188 2,5946 24.3 2,008.2 [1:2:)
1975 13,7239 | 5,309.3 41“.9 ) !.535.0 }2‘2—— —"-;;.9;3 1.7 A24.4 30 4348 3z i,123.1 198 3] 133 15439 122
1930 21,837.1 | 72,8358 358 3.?77.1. 18.2 ) 371.2 [ 1,289.7 58 5053 2.3 | 45702 209 31208 4.2 _3,122.8 14.3
198t 21,7486 | 7,722.8 355 4,0?;.; i8.7 366.6 1.6 1,292.7 59 502.3 X ] At 12.8 3,930 14.6 3,109.7 14,2
1wa2 | 22,2587 {8, Y 20125 | 183 4263 ) 19 1,242, 55 516.2 23 |3m55 ) 170 |aa027 | sz ?zw.w 17
1983 | 20,372.8 —7,?30.5 319 | 3ss58] 190 3726 1.8 |.Gaz.; 8.2 448.8 22 [336] 165 134355] 168 3,i25.9 15.3
1984 20,858.5 7,8;50.9_ 3?.5 3832 18.3 3760 1.8 189 B3 476.8 2.2 29209 14.0 3,260.2 i5.6 3,346.2 1606
1985 | 21097 | 82000 | 388 | 3gor8] 125 384.3 I.SM 14486 6.8 a67.2 22 {29643 | 140 |z7a78§ 130 3,438.8 163 |

* Vegelables contaln onfon, potalo, tavage, eqg plani, garlic, tomalo and others,

Source: NEDA 1986 Philipplne Statlstice] Year Book

Table 2-2~4 Agricultural Area Harvested and Mean Yield, by Kind of Crop 1950-1985

Area 1 LodOho
Mean Yield : Melicionha
Food Crops {MHon traditlonal) Food Crop (n;adiifonal)
:;D;: Total Atea Palay {rough rice) Banana . MangP Fineapple VYegelables Coconui Sugar Cane Corn
nea |0 are [ M| aen [N aea [N aes | Ul oaes [ Y] owen [ YRR aea | TS
1950 5,6?6.? 240 I.!';? 917 1.652 315 0.233 15.2 37 0.1 2.‘6!2 985.0 § 0859 123.5 5.050 20%.0 063
7I955 6,435.3 2,655.5 .LZGS t670 1.765 | . 56.2 0.697 259 3,98_5 9r9 +.873 930.0 i.l5_4 257..7 5177 1108.4 0.55%
vo60 | 7,590 | 33065 | 1139 ors | roos | w25 | vowr | 26 | 5025 807 . | 2285 | reses | woss| sz | zaes | veass | asn
L:I; _‘8,;'151‘0_ —‘3“,;99,7 F248 | 2205 —;LI‘; 50.6 .2.55? 304 5.850 53.2 4,060 1,604.7 6.956 350.5 5.805 19128 0.683
V 1970 89466 1 3,113.4 ‘1.631 “235.2 34810 5.5 3334 289 8.076 b2g A933 1,883.9 1.058 366.1 7.087 2,496 0.83
-l9?5 _f;.-ﬁ-GD.Q- 36325 1627 233..’-‘ 7.227 466 5.135 3;5 13.915 751 . 5.904 27,2795 P95 536.1 6.133 3,009.9 0,8‘35
1980 -\;:—Hiﬂ 3,63@8 2155 | 3178 151 391 3622 62,7 10416 gae 7.344 3.185% tA462 424.6 71.350 3,201.1 0.976
1981 7@50.8 34591 1 2233 | 3Hg 13.063 42.4 B8.646 67.9 19.2%4 66.5 7.553 3,105.3 1.388 211 7583 | 3,338.7 0.96
{ISS; —;1‘,2i5.|) 34928 § 2359 f 3314 12304 413 16.322 60.1 20.667 £9.3 7.449 3,062.3 1.197 4708 | 1217 3,360.7 2.979
983 | 116396 | 22395 | 2305 | 3260 -1_1.9i9 ais | se23| 620 forras| es2 6.882 3,18_3‘..4 1.061 236 } 8117 | 31575 | o9 B
1984 { t4,738.2 | 3,140.7 | 2.497 | 3476 12024 A28 san - 63.0 27.273 652 7.24% 3,216.1 | 0.9508 473.4 | 6.801 3,270..2 1.023 i
L!Qas III.SESU 32248 | 2545 § 3282 | 11.267 45.5: B.465 541 26.776 178} 7.068 3,1749 0.305 4071 6.749 3,314.2 1.037

- Total Area contain giher food crops
+ Source: NEDA 1986 Fhilippine Statlstlcal Year fook
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Table 2-2.5 PRODUCTION OF SELECTED AGRICULTURAL CROPS, PHILIPPINES, 1985.92
: {Calendar Year Basis/In Fhousand Metric Tons)
Projectionsp/ Aninual
Actual Estimates : - : - growth rates
1985 19}36 1087 1588 1984 1990 1801 1992 1987-92
TOTAL CROPS 27,383 27,670 28,699 29,668 30,587 31,831, 33,231 34,701 39
TOTAL FOOD CROPS 16,623 17,115 17,836 18,358 18,287 20062 20,937 21,848 4.1
Palay 8,806 8,113 9,431 9,774 10,141 10,510 10805 11,315 3.7
Corn 3,863 - 4,016 4,255 L4510 4,781 5,068 5,422 | 5802 6.4
Vegetables 342 345 355 3598 369 372 383 386 1.7
Sweet potato 778 765 792 - 808 823 840 856 - 871 i9
Cassava 1,690 1,720 1,833 1,904 1,976 2,062 2,146 2,236 4.1
Peanuts 45 45 47 49 51 53 54 56 38
Mungbean .27 28 29 - 30 30 ]| . 33 .34 32
Other food crops 1,072 1,083 1,084 1,104 1,116 1,127 7,138 1,149 1.0
TOTAL COMMERCIAL CROPS 10,760 10,555 9,961 10,097 10,269 18,514 10,769 11,052 2.1
Coconut 3,113 2972 1,490 1,800 1,890 1,920 1,954 1987 0.5
Sugar '1,6_64 1,603 1,330 1,342 1,349 1,357 1391 - 1,426 1.4
Banana 3,705 3721 4,229 4,318 4,415 4,515 4616 4,716 2.2
Mango 381 4410 419 439 460 482 504 6527 4.7
Pineapple 1,490 1,518 1,674 1,602 1,631 1,686 1,715 1,771 24
Coffee 135 144 164 164 176 188 200 214 6.8
Cacan 6 7 7 8 8 9 10 10 7.4
Tabacco 60 68 70 74 78 81 8G 91 5.4
Abaca 59 69 12 72 13 74 C 77 BD 2.4
Rubber 133 138 152 164 175 187 2m s 7.2
Other commercial crops 14 14 14 14 14 15 15 15 15

p. Preliminssy.

Scurce of basic data: MAF, PCA, SRA, PTA ~nd Filla,
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attained selfnsufficiéncy in rice, and since then until 1983 it
has been an exporter of iice to Indonesia,Malaysia, Brazil and
other countfies-although the export quantities have somewhat
fiuctuafed. However, the rigé yiéid is still low at 2.5:;ons
per ha (50 percent unit yield of Japan) and 1t s still lécking
in export compétitiveness; The Philippine'é tasks since its
attainment of self—sufficiehcy in rice, therefore, have been to

increase the yield per unit area and to divefsify the crops.

Sugar cane production is greatlj .affected.bj the changes in
the market price. Due to sustained market depression,
prodﬁﬁtion has dropped from a peak of 4.1 million tons in 1976
to 2.7 million tons in 1985. Although the unit yield is on a
rising trend, it is far weaker in export competitiveness
compared to Cuba and other countries. Also, with the lapsing
of the Lawrel-Langley Agreement in July 1944, the Philippines
must now sell the total pfoduction quantity which until then
had been delivered in its entirety to the United States under
favorable terms and conditions, on its own efforts by seeking
outlets in the free market. TIn the long run, the government

intends to replace sugar cane with some other crops.

besecribing mainly traditional food crops in above the
productivity remain on the lower level except rice_beéause of
instability of the market and over production. (See Table
2-2-3)

As the medium-term economic development plan (refei to Table
2-2-3) plans to expand production of non-traditional crops
(commercial crops), the agricultural sector intends to step up
production of such non~traditional crops as banana, mango and
pineapple and to export these as fresh fruits or by processing’
them into higher value-added products. For this purpose, it is
egsential to improve the téchnologies on post~harvast
treatment, cultural management and other agricultural
techniques and propagate them among the farmers in order to be

able to produce stable quantitiés of better quality crops.

- 14 -



(2)

Fisheries

The Philippines has a vast sea area of 2.20 million km2 and
many inland waters consisting of about 340 thousand ha of swamp
area, about 220 thousand ha of ¢xisting aquaculture ponds and

about 250 thousand ha of lakes, rivers and ponds. It is

therefore endowed with an abundance of potential fisheries

resources.

The present scale of Philippine fisheries may be summarized as
accounting for 4.7% of GNP in 1985 and fishery production
including inland aquacultufe in the same year to have been

about 2,052 thousand tons, (Refer to Table 2-2-6 and 2-2-7)

Table 2-2-6 Fishery Production in the Philippines (in 1985)

_ (?ﬁ&ﬁf%&iﬁ % Amount (Bil Peso) s %5
a, Fish Culture 495 24.1 8.1 27.8
b. §mall scale Fishery 1,045 50.9 | 14.7 47.0
¢. Commercial Fishery 512 25.0 7.9 25.2
Total 2.057 106.9 31.3 160.0

Source: Philippines Fishery Statistics
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Table 2-2-7 Changes in Annual Fishery Production in the Philippines

Yedr. Quantity (ton) - | Increase(¥)| Amouﬁt 1,000 peso) :Iﬁcrea?i
{1988 2.052.111 | 1.36 | 3i.207.268 | 22.00
resd | 2,080,439 141 25,649,933 35.13

1983 | 2.110.230 124 | 18,981,459 26.00
1982 1395, 383 7.00 15,063,966 1.96
1981 1.772.897 6.02 13.953.798 19.83
1350 1,674,254 5.75. 11.644, 350 10.51

Source: Philippine Fishery Statistics

As shown in Table 2-2-8 on external trade, the 1985 export

quantity was about 95 thousand tons and the 1985 import

gquantity, about 29 thousand tons.

This means that only about
5% of total annual fishery production in the Philippines in

1985 was exported while most of the fishery products were

consumed domestiéally, which suggests that fishery products are

highly important as a source of protein supply for the people,

Table 2-2-8 Fxternal Trade of Fishery Products in the Philippines

(Undit: Ton, Hil peso)

1983 1984 . 1985
Quantit;j‘ Atﬁount Quantity | Amount | quantity | Amount
Export | 75,588 | 1.593.0| 63.055 ©2.179.0 | 94.879 | 3.488.3
Import | 23,038 110.9| 6,097 50.3 | 28,755 118.1
Balance | 52.550 | 1.482.1[56.958 | 2.128.7 | 66.124 3.870.2 |
'Sourcé:Departmeht of Fishery Resource
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According to the data compiled by the National Census and
Statistics Office, the breakdown of major fishery product
exports in 1985 was about 23 thousand tons of frozen products

such as frozen shrimps and frdzeﬁ'tuna, about 25 thousand tons

' of canned products mainly conéisting of canned tuna and about 29

thousand tons of processed seaweeds. These three items
accounted for about 81% of the total expdft dﬁantity of 95
thousand tons. Saited.ahd dried products accounted for a mere
0.4% of this. The méjof export items eXcludihg processed
seaweeds, which are industrial materials, tﬁeréfor,

overwhelmingly cosist of frozen pioducts and canned products.

Among the processed fishery ?rdduéts; it'is ﬁresumed that
fairly Substaﬁtial‘quaﬁtifies of dried products and
saltupfeserved.products are_self—conshmed'ét the place of
processing., Table 2-2-9 shows the quantities of processed
fishery.prdducts by form Based on the data on distribution.
According to this table, the  distributed quantities of dried
products'and sélt~preservéd products, when cémpared against
total pfoceséed_fishéry pfoduéps, are not much different for
the quaﬁtity of ffozen fish which is the ﬁainétay export item
as mentioned before, Whichrsuggests that most of the dried .

products and salt-preserved products are domestically consumed.

Table 2-2-9 Changes in Distribution Quantities of Processed

Fishery Products

(ueT: Tow)
Fionery Sproduct ___ 1978 1978 1960 1961 1982 |5 year total| Average(x)
L.Dried £ioh|  16.961.2] 216734  1L.822.8| 26,5508}  12.207.3|  97.216.4 34.3
2. Srioked £sh 428.8 41.3 606. 1 193.1 20.1 1.878.2 0.7
3Sslt-preserved g 1559 9.528.1 6.631.7 £.327.7 6.126.5  40.769.8 14.4
4.Drled squid 241.0 112.1 4047 234 52.4 1.063.5 0.4
5.Frozen fish  28.962.3 |  36.300.61  19.448.3 |  34.487.9|  20.987.7] 142.204.4 50. 2
# Total BF|  58.748.31  68,083.1)  44.814.0|  69.814.0]  41.502.9]  283.132.3 100
L iane™Y| 1,580,404 | 1.581.303 | 1.672.254 | L.T72.897 | 1,896,983
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The Depaftment.of Fishery Resoufces has conducted a sufvey on
the operating scale of the fish ﬁrocessing industries in 1982,
A total of 555 manufacturing companies of frozén products,
dried ﬁrodgéts éxcluding'canned products, aﬁd smoked products
were coveréd by tﬁe survey. According to this survey, the
éméll_scalé companies'with an annual production of less than 5
féhs'éccounted for 62% of the total, thé-médiumrscale companies
with an anﬁual proﬂuétibﬁ of éboVe 5 tons but less than 20 tons
_acﬁouuted for 23%, and the large-sca;e'companieé tvith Annual
prodﬁction of éﬁdve 20‘tons accounted for 15%. 1t is diffiecult
to conclude what the overall séale of fhe Phiiippine processed
fishery product industry is as a whole, but it is at least easy
to see.that the driéd and salted product processing industries

are mostly composed of small scale operators.

The fatio of fishery produéps té total exporf'ambunt has not
changed much since 1970, It ranks fourth place (8%) next to
coconut (36%), sugar (20%) and lumber (14); however, under the
priofity pélicy measures of the Philippine Goverument, 1t is
quite likely that.the role of fishery products and processed
fiéhery products as items for earning foreign éxchange will

become increasingly important from now on.

Therefore, technical improvement in Quality Control, Packaging
Method and others is indispensable for fish proceséing
" industry, and Governmental appropriate technical instructions

are needed,
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(3)

Livestock farning

The Philipplnes is selfusufficient in pork, chicken and egg,
but depends on overeeas supply for about 30% of beef and most
of dairy products. The latter may be attributed to the delay
1n developing imploved breed of cattle, to the delay in
developing the fattenlng and multiplylng technologies as well

~as to the high feedstock prices, the underdeveloped

distribution system, et¢. In view of the raising demand for
meat, the government is encouraging the attainment of
self»suff1c1ency in feedetook under the Maisagana 99 (maize
produetion expansion program) and the smzll farmers to engage

in livestock farming.
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2-3  Current Condmon and Tasks of the i’hshppme Faod
Processing Industry

Although the.Philippine economy's degree of dépeudenéy on égriculture and
fisheries is fairly high the shares of coconut, sugar, etc. which had
'traditionally been the 1ead1ng agricultural products for export in the
world market are attenuating due to changes in world affairs, the delay
of the Phlllpplnes in adapting itself to new agricultural technologies
and the technical lag of the food processing industry. It has therefore
become necessary for the Ph111ppine% to expand the production of such
commercial Lrops as banana, pineapple and mango as well as fishery
products as means to gXpand agricultural and fishery production from now
on. However, the domeétic market caﬁnbt be expected to rapidiy consime
all of the agricultural and fishery pfoducts'thus produced., If thése
products can be processed into products of exportable quality, and if
exports of processed food can be promoted, it is quite likely that they
will assume an important role in contributing to ecconomic recdvery of the
country by earning foreign exchange and promoting employment; aﬁd it is
certain that such an eventuality will greatly enhance the developﬁent of

the agricultural sector in the Philippines. (Refer to Table 2-3-1).

Table 2-3-1 Changes in Exports of Philippine Foods

(Urits in US3 Million, on FOB basis)
. 1975 19802 1983 E 1984 1885
" Processed Fishery products 17 168 132 116 1ae

Fresh fruits 77 183z 255 218
Processed fruits a9 nr 112 128 k]!
Vegetables 1 2 3 z 1
Coffee and cocoa 4 64 17 86 80
Sugar i 852 320 a7 288
Coconut 403 §35 592 - 6386 316
Others 232 321 274 200 h. 3.
Total agricultural and .43 2.227  1.B41  1.300 -

fishery products ~

Tota) export value 2,294 5,783 5,005 5,391 4,623

Source: 1985 Foreioanrade statistics of the Philippinnes

The actual problem, however, Js that despite the fact that the small and
mediuvm scale enterprises are receiving many inquiries for their processed
foods and dried fruits, frozen fruits and purees for export, they are
unable to expand the quantities of these exports because of complaints
from the importing countries,
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The main export foods of the general.food industries in the Philippines
are prdcessed fruits, vegetables and fishery products, as enumerated

below.

a. Fresh fruits and vegetables

{Banana, pineapple, mango, onion, okra, gtc.)

.b. Précessed fruits and vegetables

- Frozen fruits and vegetables
(Frozen pineapple, mango,,papaya, okra, etc.)

~ Juices, purees, pastes, jams _
{Juices, purees, pastes and jams of banana, pineapple,
mango, papaya and various other fruits or tomato as raw
materials)

- Canned or bottled food _
(caﬁned or bottled pfoducts of aforesaid juices, purees,
pastes, jams, fruits in syrup, pickles, etec.)

~ Dried fruits and vegetables
{(Mango, papaya, garlic, coffee? pulse crops, spices,

flavors)

C. Procéssed fish and shelifish
- Frozen fish and shellfish
. (8hrimp, tuna, squid)}
-~ Canned fishery products
(Canned t;na and shellfish)
- Dried fishery products
(Dried sgquid and shellfish)

In order to review the actual status of the Philippine food industry, the
typical processed foods, namely, canned foods and dried foods were

studied as follows.

1} Canned foods

The Philippine canning industry is characterized by the small
number of specialized canning companies. This is because most

of them are manufacturers of a variety of other processed foods
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as well, They handle not only processed vegetables and fruilts
but fiéhery products and weat products, Some of them have even
diversified their business by establishing a meat processing
deﬁartment and.a slaughterhouse, This is probably because the
canned product manufacturers in the Phiiippines, with the
exception of the multi-national big businesses 1In canned
pineapple which boast having tﬁe'lafgest production quaﬁtity in
the world, are uﬁable to make'théir buéineéses'pay by resorting
only to manufacturing of canned products and arg compélled to
adopt a form of business that integrates the productibn of many
varieties.in smali volumes. One of the backgrounds that may be
related to this is the lack of a stable supply basis for
“agricultural crops and fishery products which may be used as
the raw materials for canning, by which it became neceésary for
them to generally manufacture varioﬁs kinds of processed foods

with diverse rvaw materials.

There are not many canned #egetables'and fruits in the
Philippines that are suitable for eXport:yet, with the
exception of canned pineapple. They are, in other words,
sti1l underdeveloped. (Refer to Table 2-3-2)

The quality of canned food be affected by the material of can
and acid of the contains. So, gilting test, acid test for
content and shelf life tests are needed to improve the quality

of canned food.

Table 2-3-2 Quantity of Canned Pineapple Exported from the Philippines

(Unites in tona)

Dastimatlon i 1976 § 197 | g @ 1w | 1980
Canada 7.137 7,706 8.920 £0.086 - 11,407
V.54, - 96.150 100,922} 105300 1 1ze03s 114,106
Hong, Kong 1132 1635 1325 1581 2423
Janap 398 | 652 5497 1.012° 5.084
Falgiun - 1437 1657 3,192 1515 3.059
Denmark - 840 062 2,637 767 - 73
Firland 133 26 [ - gr3 (WEH 3283
Horvay 1138 1.020 890 1287 810
srance 10 281 210 £557 2.876
west Germany 2,500 12,311 " 9,443 15.219 15,381
Italy 1.871 coners | LT07 [ ss02 6296
e herlands 5.562 RREETN S YT 8350 | T.Em
Spain 38127 4007 | - Zieg 3.522 3.005
Sweden 2,606 3351 2625 5.028 3.850
UK. a1 sase i nem 2263 3,504
Others ‘770" 718 | psos 1.543 L¥H
fotal  § o13g33 | 15e.ss? 1 t6L536 b 1mss0e i 181918

Dita from #Foreign Trade Statistics of the Pnilippines®, ¥ational
Censna ang-Statistics Orfice
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2)

Dried foods

Many of the developing countries are interested in dried
vegetables and frults as a handy means to process agricultural
crops, but as an industry, it has not vet emerged from.the
status of a cottage industry. It is.fhe saﬁe in'ﬁhé
Philippines although the government is emphasiziﬁg the
promotion of this industry. '

The only dried vegetable which has r?corded a gizable ekport
quantity in recent years is onion. Exports of other dried

vegetables have only been sﬁoradic.

In the case of dried fruits, dried banana products have been
exported in large quantities, followed by dried products of

pineapple and mango.

All in all the production and exports of dried vegetables and
fruits in the Philippines, except for a few, may be said to
have gradually risen when viewed from a long range perspective,
There have been some fluctuations, however, from time to time,
which may be attributed to such problems as the rise and fall
in raw material supply, competition with products of other

countries and many others., (Refer to Table 2-3~4)
Especially, package form for dried vegetables and fruits affect

the quality and shelf 1life, so it needs to enforce appropriate

quality evaluation and packaging test,
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Table 2-3-4 Changes in Exports of Dried Fruits of the Philippines

Shae - o . ' tons:
Destimabion 10" | 1079 | o0 | 1om | 1082 | 1083
_ | canada 15.2 38.9 25.0 .5 14.6

& | u.s.A I S 1531 | 620 | 239 | 1302
L B | Fintana - 10 21| 20 -
g% U.K., Ireland - 32 221-] 52 16.0
ﬁ The Ngtherlands - 1.0 - 14.5 -
-3 Japan . - - - 208 1.8
B Jothers | - ] a3 | ezl w3l s
A Tetad 152 | 2025 1 1700 1 1401 | 1804
.. | canada L9 4.0 2.2 23| 26
@ |u.s.a. 20.7 23.9 348 63.5 59.6
ru;: Sweden - 2.0 2.0 1.0 28
W | UK., Tretand - L | a7 15} 09
o |singapore 3.9 0.3 10 120 | 261
5 | Hong Xong 42 | 426 | 81| 159 | 938
; Hawaii L4 0.3 0.0 | L4 0.7
E Others . 4.0 4.0 5.2 6.4 16.0
[ Total bos2 1t as2 | nze ! aedo | 2025

o | canada o 20 | e | as | “sol 140
od | V.5 0.0 | 1383 i 437 | 435 .25
'é J | Finand - Lo 1.1 4.0 -
<18 | 1.X., Ireland - a4 | 329 66| 85
3 West Germany - - - 1.1 -
ﬁ “Jdapan _ 1.0 4.1 - 133 0.5

2 Others : 2.9 0.0 | . 6.6 20.7

8 Total - | - 50 11757 % e3e | jpee i 332

{Note) Japan excludes Oxinawa. The mmbers in parentheses ( ) are

© the tariff classification codes,
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As described above, the Philippine food processing industries are still
underdeveloped.. If they are to be developed, the following problems must

be solved.

* Problems of raw materdials ......

Necessity of selecting and improving proper varieties of raw .

" material for processing.

Stable supply and imprbvemént of quality of raw materials for

processing

Development of the production base

® Problems of quality control ......

Necessity to stably supply products of a certain quality

standard.

Regulation on food édditives, etc.

® Problems of distribution ......
An efficient transpoftation system

Storage facilities and storing of products

& Problems of food sanitation ......

Lack of training in sanitation for the.people engaged in féod

processing

Sanitary problems arising from defective facilitdiesg and

production equipment

The government's recent emphasis on expanding exports of processed foods
and its adoption of preferential measures for the exporting enterprises
on matters of tax and finances, coupled with the slowdown in domestic
demand have spurred not only the big, and some of the small and medium
scale enterprises which have devoted themselves to exports all along but
many of the other small and medium scale enterprises to also aggressively
engage in exports. .The major processors of export foods are equipped

with modern processing'facilities and quality control facilities; and
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“‘they have a staff whose t:et;hn':ical level is high. They have their own

- commercial departments for export, and they export through established
overseas marketing channels. Moreover, as many of them have equity
relationships or techﬁiéai Eieubs with food companies in the United
States, Japan ér EUrope;'théy are in é'pbsition to obtain technical
guidance from thelr respective overseas partners and produce products of
a quality which conform to the export Specifications. However, the
small and medium scale processors who are weak in both capital resources
'and'orgéﬁizéfioﬁ:aﬁd who account for the majority of the.ﬁroceSSOfs in
the Philippines- have difficulty in establishing their own technologles,
such as the following, which are necessary for expahding productidn and

export and which fact ig precluding them from Improving their export

performance.

* Technical services necessary for export marketing

® Technology for quality inspection, quallty 1mprovement and product
improvement of export products. :

% Technology concerning process improvement, process centrol and
quality contrel ‘

* ‘Knowledge and technology concerning improvement of packaging form

* Competence in improving the method of gathering and storing raw

materials for processing

® Competence in developing products for product diversification

The establishment and_stfengtheniﬁg of a technical support system by a
public institution to make up for the weaknesses of these small and .
medium scale enterprises is strongly desired by the food industry circles,

and is an urgent task for the Government of the Philippines,
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2-4  Existing Condition of the Food Development Center

FDC was éstablished in June 1986 by the Philippine Government in order to
cope with the necessity of implementing quality control and to improve
the quality of products exported by the Philippine food industry. It is

placed under the following conditions,

(1) Superior organization of FDC

The predecessor of NFA to which FDC belongs was the Riée énd.cﬁrn
Administration. The National Grain and Industrial Development Act
established by Presidential Decree No.4 dated September 28, 1972 created
the NGA under.the power of the Presidential Proclémation No.1081. NGA
was established as the administrative sﬁpervisory agency for stabilizing
the.supply and the price of grain centered on wheat and as the
implémenting agency of government undertakings (proéurément, stockpile,

rice polishing, flour milling, distribution, delivery of grain).

NGA was renamed as the National Food Authority - NFA -~ based on
Presidential Decree No. 1770 as of January l4, 1981 and its function,
which was also expanded, was to act as administrative supervisory agency
for all food industries in general'including grain, and also as the

implementing agency of associated government undertaking.

According to the new organization chart of NFA (refer to Fig. 2-4-1)
announced on November 4, 1986, the Management Council is responsible for
deciding basic management policies for NFA, and the Administrator of
NFA manages NFA based on those policies, The members of the Council are

as follows.

Chairman of the Council -= Secretary of the Department of
Agrliculture
Members of the Council ~ Administrator of NFA

-~ Secretary of the Treasury Bepartment

- Secretary of the Department of
Natural Resources

- Governor of the Central Bank

~ President of the Phiiippine National
" Bank
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.. President of the Land Benk'of_Ehe
Philippines

~ Representative of the Office of the
President

Jnriediction.over NFA was_officielly transferren from the Office qf the
President to the Department of Agriculture.(refer to Fig. 2—442).5y the
new regime as of January 30, 1987 and Under Secretary Emll Ong of the
Department of Agriculture was appointed as the new Adminlstrator of

NFA.
1) WFA's activities
NFA's major functions were originally the following two:

1 To function as an adminietratiﬁe”enpervisery'agency for food

industries in general including staple grain (rice, wheat, maize)

2 - To engage in purchasing and Snpplying'of staple grain {rice,
wheat, maize) and in snpplying foods in general to general

consuners

But in_line with the econonmic policy of the'new regime ﬁhose basic
policy is to utilize the vitality of the private sector, NFA's
actlvities of 2 above were cut back in order to place primary
emphasis on supervision and administration of stable supplj of rice
.and other staple grain, and in offering technical support to the

food industries.

ts specific activities onrstaple grain are:

(1) procurement and distribution of grein
(2)  implementation of a grain insurance system
(3) ‘implementation of the grain financing fund

(4) establishment of the Post-Harvest Research Institute and
provision of extension services, ; : :

Tts actlvities on'’ food in general are:

(1) inexpen31ve supply of food in general by placing FTI under its
jurisdiction
' (2) establishment of directly operated retail shops

(3) establishment of the Food Development Center
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NFA, however, 1s now trying to promote the sale of FTT and its

retail shops related to food in general te the private sector,

2) Relatidn_between NFA and FTT

FTI iq a commercial and industrial estate which was. established in
jl968 with the capital of the Philippine Development Bank on a
state—owned land about 120 ha in area at Taguig, Metro Manila under
.fa leasehold_agreement with the Natlonal Government. It ‘has® engaged
itself in freeze stbraging of fresh fruits, vegetables and fish,
slaughéering'and:ﬁfécéssing‘of livestock into meat, manufacturing of
processed foods as well as distribution and marketing of foods in
general (excep;:sféple_fbbd like rice, sugar, etc.)} including
products of Othét'firms; énd‘has placed the FTT Food Research
Department, ‘which' perfoxmed ‘quality inspection, quallty control and
technical research as technical services for quality improvement of

the foods produced or handled by FTI under its supervision.

,Witﬁ_the transfer of stock holdings of the_Philiypine Development
Bank to NFA in 1981, FTI became affiliated to NFA, but in line with
the economic policy of the new regime whose basie policy is to
respect the vitality of the private sector the purchasing and
supplying'activities of FTI will be cut back in the future while FTI

itself will be sold partially to the private sector.

(2) History of the establishment of FDC

Ever since the estabiishmeﬁt of the FTI complex, the new regime, whose
policy is to establish and strengthen technical support to the private
food industries has had FTI perform quality inspection, quality control
and techni¢alrreSQarch to improve'the quality of the foods that it
handied, and since 1984 has even more aggressively expanded its technical
services by commission 6f the private food enterprises. NFA separated
the FTI1's Food Research Diﬁision (FRD) from FTI in June 1986 and
established it as the Food Development Center (FDC), a public
organization to giﬁe-technical suppbrt'to the Philippine food industries,
Later, a‘épeciél committee was organized‘within'NFAfto'let it reassess

FDC's activities, organizétion and manpower assignment, on the basis of
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which, on November 4, 1986, NFA established its basic policy on the
expansion of FDC, its associated organizational changes, MAnpower
'expansion plogram and operating budget and also ‘clarified the 9051ti0n of
FDC as a- subgsidiary of NFA and put said policy into effect as of
January, 1987,

In September 1986, a memorandum was signed by'aﬁd between NFA and the

United States Food and Drug Administration (USFDA}, based.on which FDC
was authorized as an agency to conduct quality analysis on foods to .be
exported from the Philippines to the United States in lieu of USFDA and

to issue quality guaranty documents.
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3) Existiﬂg state of FDC

Y FDC?S'ofganization

On November 4 of last year the basic plan on organizational changes

and manpower increase was approved, and a switch to the new

organizational structure was effected this Jénuary 1987. The total

~number of staff working for FDC is presently 56 persons, of which 42

-a:e-tecﬁnical staff (Refer to Table 2-4-1), The'personnel will be

increased to 85 persons who will be assigned as shown in fig. 2-4-3

after the congressional election in May, 1987,

Fig. 2-4-3 Organization Chart of FDC

(4) (16) |
Management] |Office of | [Administration
Committee the Manager)|{|Division
I
1
| (23)

() Indicates number of staff to be assigned. .

—_——t
rZ\uditing 1

| |Quality Evalua-

tion Division

{20)

| | Technology De-

velopment Divis.

(22)

Industry Ser—
vices Division

*Chemical Analysis Section

*Bacteriological and Mico~
Analysis Section

*Physical and Sensory
Evaluation Section

*Fruits & Vegetable Products’
Development Section

*Meat, Fish & Poultry Product
Development Section

*Equipment Operation & Main-
tenance Section
#Training Section

*Quality Control Service
section

5Technical Guidance Section

*Industrial Information
Section

By the above, the operating system of FDC as an independent

institution will be established,
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Table 2~4~1 FExisting Staff Allocatlon of FDC

Technical Staff Staff Total

Division
Office of | Director _ 1 - 1
the Manager Assit. Director 1 - 1
o Support - 2 2
Sub Total 2 2 4
Quality Division Chief 1 - 1
Evaluation Material Inspection 2 1 3
Pivision Meat Processing Tnspection 3 - 3
A Fruit Vegetable Processing 1 ! 2
Inspection *
Support - 1 1
Sub Total 7 3 10
Quality Division Chief 1 - 1
Control Wet Storage Control 4 - 4
Division Dry Storage Control -5 - 5
Working Space Control 2 i 3
Sub Total 12 1 13
Technical Division Chief 1
Service Physical Sensory Evaluation b 1 7
Division Chemical Analysis 4 1 5
Microanalysis 2 2 4
Training and Research for - 3
Food Standards
Support ' = 1 1
Sub Total 15 5 20
Food Division Chief 1 - 1
Technology Packaging Lab. 1 - 1
Division Product Development 2 1 3
Processing Technology 2 1 4
Development Support - i 1
Sub Total 6 3 9
Total 42 14 56
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2) Academic background and business career of FDG's technical
perspnnel

Dr, Alicia 0. Lustre, Difector of FDC, 1=a a gradﬁate of fhé Department
of Chemistry of the Philippine Women's College, She earned her MS
dégree in chemistry from the Massachusetts State College and her PhD in
food science from MIT, After working for the Science and Technoiégy
Institute of the National Science and Technology Agency of the
Philippines, she joined the Food Research Department of FTI. She has
13 years of working éxperience. She is also an instructor at the Fﬁo&
Research Institute of the Imiversity of Philippinés and is appralsed
highly among the food ihdustry circles as an outstanding authority on

food technology in the Philippines.

Mé.rRésabel A, Roncal, Asslstant Director of FDC, has graduated both
the Departmént of Agriculture and the Department qf Food_Technology df
the'University of Philippines. She earned an M8 in food microbiology
from the same university. She has worked for the International Rice
Research Institute (IRRI)'and later joined the Food Research Department
of FTI, She has 13.5 years of working experience, She'is well versed
and expetienced in food technolbgy in general, and is particularly

authoritative on food microbiology.

All other technical personnel are university graduates (of the
Department of Agriculture, Department of Food Technology, Department of
- Chemistry, Department of Microbiological Chemistry and the Department

of Food Dietetics) who may be clasified as follows by years of working.

experience,
Working experience (years) — No. of pérsons

10 1

9 i

6 4

5 8

4 6

3 11

2 6

! 2

Total : .40

(Note) Includes the number of years of employment with the Food

Research Department, FTI.
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The technical level of the personnel working for FDC is therefore

- considered high, Should FDC's facilities and equipment be improved
and expanded, there is no doubt that they will contribute to further
development of foods in the Philippines.

3) Outline of FDC's existing facilities

The building which FDC currently uses exists in a corner of the FTI
complex. It was built by FTI 10 years ago originally as a
warehousé. It is a one-story, reinforced concrete building with
zinc roofing over a steel framed beam. It has a floating
foundation and a total floor area of 3,000 m2 (30m x 50m). This was
parfitioned approximately at the middle with concrete blocks, and
half of it was remodelled into a two-story building for FDC,

The total floor area of FDC is 2,113 m2. The first floor is 1,500

m2 and the second floér, 613 m2. FDC's major facilities are as

follows.

First floor Training room _ 96 m2 (12m x 8m)
Quality inspection room 66 m2 (11m x 6m)
Reception.roém 24 m2 ( 6m x 4m)
Sensory test robm . 42 m2 (.7m x 6m)
Product Development laboratory 36 m2 { 6m x 6m)
'Packagiug test room 30 m2 { 6m x 5m)
Product deterioration and shelf 70 m2 {10m x 7m)
life test room
Raw material storage 120 m2
Pretreatment and cooking room 69 m2
Spare room ' 100 m2
Other éncillary facilities ‘-330'1112

Second floor Chemical laboratory ’ 40 m2 { 8m x 5m)

' Microblological laboratory ' 60_m2 (10m x 6m)
,Stbtageilaboratory ' 60 mz (10m = 6m)
Conference room 42 m2 ( 7m x 6m)
Director's room & offices 200 m2

Lodging accommodation 10 beds
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“As these facilities are not large enough to carry out sample
“production and training services on a full scale, FDC has borrowed

food-ptocésSing“and‘training facilities of about 2,000 m2 from FTL.

Rowever, as all of the facilities are dispersed, the facilities have
difficulty in communicating with each other which is precluding them
from taking prompt action.

And three sets of equ1pment stand idle besides the ex;sting entrance
hall ‘of FDC due to lack of space for installing them. This also

shows how cramped the facilities are.

. 4)  Equipment held

The list of equipment which FDC has in possession is shown in the
Appendix attached here with. NFA has received a projeét loan from
the Asian Development Bank in 1984, a part of ﬁhich'(ébout US$360
“thousand) has been used by FDC to purchase'some'of the equipment,
Said list includes the equipment purchased by that loan. The equip-

ment are classified by application as follows.

(1) Equipment for chemical analysis.and inspection : 56 sets

(2) Equipment for microbiological énalysis and inspection 18 sets

'(3)_ Equipment for microanalysis and inspeétion 11 sets
(4) Equipment for physical and sensory testing 13 sets
{(5) Equipment for processing tests 25 sets

(6) Equipment for training 3 sets

27 out of the 56 equipment for chgmical analysis and inspection were
purchased in 1985 which has made this division much better equipped
than most divisions, but it is still lacking in many other equipment
and apparatus. The equipment which FDC now has for microbiological
analysis and inspection and for microanalysis and inspection are
-quite limited. Six out of the 18 equipment for microbiological
analysis and inspection were bought.inleBSVOr more recently. All
of the equipment for physical and sensory testing were bought
recéptly but their types are limited. 18 out of the 25 equipment
for processing tests.were bought in 1985 or more recently which
gives the impression that things have someﬁhat been improved, but if
the processing test function is to be expanded in the future it will

still require many more equipment.
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On the whole; the types of equipment that FDC has are limited, éﬁd
if it is to expand its function it will need to have many more

ana]ytical and testing equipment. Moreover, as about half of the
equipment which FBC now has are old models WhiLh Were bought in

around 1975 they are already poor in ef£1c1ency, and some of them
are not even operating due to lack of spare parts. The situation
_being such, the analyticgl and,testing_eqﬁipmént whicH_FDC now has
are generally used witﬁ high frequency and almost to the limit of

thedr capacity.

FDC hardly has any equipment for training. Information management
like data filing is cérried out entirely by hand. For preparing
training materials and technical guidance materials and for
submitting reports to the consigners of tests and research, it uses
the conventional typewriters. It does not have a copying machine
either. And, as it does not have a car for official ﬁées, such as
for visiting factories, its staff must use either the bus or private
cars which are inefficient and which greatly restrict their

movements,

5) Contents of FDC's activities

The principal technical services which FDC provides are as follows.
They are services which have been continued since the days of FTI's

Food Research Divislon.

* Quality evaluation tests on export foods entrusted by export
fooa processors and tests of product and quality
improvement :

*¥ Trial production of product samples upon request of the food
exporters

% Establishment of quality control standards and
standardization of food pfocessihg

% Technical guidance on quallty control and employee training
for the benefit of enterprlses

% Voluntary research and development on quality upgradlng and

product 1mprovement
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FDC still continues to provide FIT with routine quality control
services as in the past, but the volume of work that it performs for
“¥TT and its voluntary research and development activities together
account for apﬁroximafély'BOi of its total volume of work while the
remaining 70% consists of technical services to the private '
enterprises, Of the technical services to the private enterprises,
about 60% is for quality evaluation, 25% for tests on product and
“quality upgrading and 15% for technical puidance and ewployee

. training. (The percentages are the ratios of the volume of work.)

Actual performance records for 1985 and 1986 by contents of analysis

are shown {n Téble 2-4-1,

Table 2-4-1 Breakdown of FDC's Inspection Activities

%
1985 1986 compared to

Jan-QOct  previous year

Chemical Analysis 323 296 -8.4

Microbiological 392 832 +112,2

analysis

Microanalysis 108 148 +37.0

‘(Contaminant '

analysis)

Sensory evaluation 225 336 +49.3

Physical tests 101 364 - +260.4
Total 1,149 1,976 +72,0

When the actual performance record up.to and including October 1986
is compared to 1985, the‘vblume of work on the whole has increased
by 72%, with increases Being particularly remarkable in

wmicrobiologlcal analysis and physical trests.
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FDC has held seminars and training courses on quality control six
times in 1985 and 11 times in 1986 as of the end of Octobér. ‘0f the
six.seminars held in 1985, four were“fqr training the FTI Qersonnel
and two for the bhenefit of private enterprises, whereas in 1986. ten
of the seminars were for private enterprises and only one for the
FTI personnel. As these records show, FDC's trailning courses for

private enterprises have remarkable increased since last year.

The number of private food enterprises which FDC now serves is about
110 firms; all of which are medium to small scale food processors.
FDC's key staff are making efforts to acquire a grasp of the needs of
these business entetrprises by visiting each one of them and also
naking effqrts to absorb the requests of the trade cifcles by
periodically meeting with concerne& trade organizatidns. Through
these efforts, the position of FDC in relatibn to the'fobdrindustry
circles is gradually being consolidated. Hence, an increasing

number of enterprises are anticipated to seek FDC's techniecal '

services in the future.

"4 Brief Description of FDC's Operating Performance" (October 1986) is

attached herewith,.

A Brief Descripﬁion of FDC's Operating Performance . (October, 1986)

* Achievements of quality analysis and inspection

1}

2)

»

&)

Chemical Analysis service

Items with high frequency among chemical analysis are total dissolved solids, moilsture
activity, pH, acidity (by titration}), gross protein, salinity, moisture content, gross
fat content and saccharinity. Analytical items demanded although with lower frequency
are ash, free fatty acid, gross fiber, vitamine G, aflatoxim, soluble benzoate; degree
of peroxidation, hardness of water, purity of nitrous acid, chromaticity, chlorine
concentration, nitrite, Schick test {aldenydes) , anhydrous sodium nitrate and copper
concentration.

Microbiological analysis service : - _

Items of microbacteriological analysis are aerchbic bacteria count, Salmonella, coliform
bacteria, yeast and mold, staphylococcus, holeravibrio (NAC vibrio), thermophilic and
mesophilic anaercbic bacteria, flat sour amaerobic bacteria, vibrio enteritidis, every
one of which is frequentiy analyzed.

Microanalysis service
The purpose of microanalysis is to analyze light contaminants. Analytical frequency is

high.

Physical and sensory evaluation tests service .

The frequency of sensory evaluation ‘tests is high. The objects of physical evaluation
tests are degree of vacuum, dry/net weight, packaging condition, labeling evaluation,
cutting test, dimensional measurement and volume measurement, every one of which is
tested very freguently,
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* Achievements of Tests for quélity upgrading and product improvement and study on process

1mp1ovement
1) Themes of tests and studies conducted in 2) Themes of tests and studies conducted in
1985 . _ - 1986. {up to and incl. Cctober)
1 Impzovement in techniques for. adjusting 1 Technical study on quality upgrading
acidity of fruits in syrup: palm fruits,'. of ' frozen food: mango, squid fillet,
- coconut jelly. o : - flllet, squid, shrimp
2 TImprovement in techniques for concent- - 2 Tests on impvovement in processing
rating sugar_content and effecting techiology of canned foods: duck egg,
balanced rolling'dn'foads in syrupt l snall for food
Jjack fruit and banana_ : 3 Improvement in techniques for adjust-
3 bstablishment of. quality upgrading tech- ing acldity of palm fruits in syrup
niques on following frozen foods: young- 4 Tmprovement in techniques for cont-
coconut, mature coconut, coconut milk rolling moisture activity by concent-
4 Study on techniques for improving chro- ration and balancing of sugar con-
maticity of following fvods: fresh/frozen tents of young coconut in syrup
banana, young cocenut 5 Study on appropriate method for cold
5 Instant soybean ‘sauce by hydroly313 of ‘storage of shrimps for éxport
protein o 6 TYmprovement in packaging specifi-
6 Develgpment of commercial production cations for frozen and dried food for

technology for mango Jam . export
: 7 Tests on physical properties of pack-
aging materials _
8 Checking and improvemeht in labeling
contents expressing food

* Trial production of product samples service

1) Actual works inm 1985 2} Actual works in 1986 (up to and inel,
Cctober) . : . .
1 Canned coconut milk 1 Frozen foods: banana, young coconut, pine-
2 Frozen foods: coconut milk, pine- apple, calamansi juice, guava puree,
-apple, mango, mixed fruits, mango ~young coconut puree, papaya
puree 2 Caunned foods: horse mackerel in tomato
3 - Mango pickles . sauce; mango

3 Bottled food: young coconut

* Guidance on standérdization_df quality control service’

1)  Foods in syrup: palm fruit, coconut jelly, jack fruit, banana, young coconut ved beans
~and various other palse crops .
2} Frozen foods: young coconut, mature coconut, coconut milk, mango, shrimp
. 3) Canned foods: wmango, nectar, mango puree, Mango
4) Soybean sauce
5) Candy (to make it long life)
6) Purple taro powder (to make it long life)
~7) Pretreatment method of vegetables for export

* Seminars and training courses on quality * Voluntary reSearch for quality upgrading and
control service product improvement service
Six times in 1985, of which four times E ’ 1985: on 21 thenmes -
were for FIT and two times for the private 1986: on 12 themes’
sector, '

Ten times in 1986, of which one was for FTI
and nine were for the private sector.
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{4) Relevancy of FDC with other institutions
1) Relationship with PTYC

PTTC's operating program has been established on the-prémise that its
advanced training courses on inspection éf foad wouid Ee implemented by
FDC, and an understanding on this hés'élready been féaéhéd between the
Department of Commerce and Induétry, the executive body:of PTTC, and
NFA/FDC. Both NFA and FDC have agreed to take oﬁer_PTTC's'training

courses, and the related equipment have been requested by FDC.

2) Relationship with the Food and Drug Center

The ‘executing body of said project is the Food and Drug Administration
of the Department of Weifare, which is the regulatory administrative
authority over health and sanitation of food proéessing plants and
foods. The inspection and analysis which are necessary for the said
Food and Drug Administration to carry'but its administrative function
are the works of the Food and Drug Center. This Center does not have
the function to provide enterprises with guidance on quality
upgrading, product improvement and quality control or services for

evaluating the quality of export foods,

3) Relationship with other institutions

The institutions related to FDC other than the above are:

—~ NIST (National Institute of Science and Technology)
~ Laboratories of UP (University of the Philippines)
~ Research Institute of Agro-Industry Division, Department of

' Agriculture and Food

These research institutes are all engaged in the development of food
and research on technology, but their activities are primarily on
basic research and not on applied research and development for
quality upgrading, product improvement, process lmprovement, product
diversification and application of technologies on which enterprises
are seeking guidance. - The contents of thelr studies are also mainly
for the benefit of local resource-oriented micro and céttage

industries.
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2-5

(D

FDC maintains close contact with these institutes, and exchanges

research data and coordinates research themes with them.

Contents Requested and Preliminary Study
Background df'reQuest for this Project

The_Philippine Government is faced with numerous problems; such as
its chronic accumulation of foreign debts, high unempldyment rate
and regional disparities. In its medium term ecomomic development
plan (for the 1987-1992 period), it has defined the following as its
top priority tasks.

1. Eradication of poverty

2. Increase of employment opportumnities
3, Promotion of equity and social justice
4

Attainment of proper economic growth

If agriculture and fisheries on which the Philippine economy is
heavily dependent are promoted, the aforesaid goals are likely to be
attained to a fairly substantial degree. And, if, order to promote
agriculture and fisheries, the currently produced agricultural crops
and fishery products can be processed into products that are
acceptable to the international market, it is sure to have
far-ranging, repercussive effects, such as contributing to foreign
exchange earnings with the minimum of.inﬁeStment for the Government,
increasing ihcome for the producers and processors, increasing
employment opportunities and, moreover, increasing investment from

overseas,

The Philippine food industries excépting only a few large
enterprises, however, are confionted with many problems.in
development of. neW'products,.quality inspection and quality
upgrading, food processing technology, and post-harvestlng treatment

technology which are problems that cannot be solved by individual
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enterprises. ' It is because of such circumstances that the need to
establish and strengthen a technical support system to be offered by
some puﬁlic institute to cover the weaknesses of the small
enterprises has become an urgent task, The institute tﬁat is
cabable of undertaking such technical services in the Philippines is
the Food Development Center.  FDC has exchanged a memorandum'with
the USFDA last September by which it has been authorized to carry
out quality analysis'on'foods to be exported to the United States
and to lssue quality certification for them on behalf of the USFDA.
It is therefore very likely that fequests for quality analysis will
increase fiom now on, but with FDCfs current scale of facilities and
equipment, it would be impossible for it to take on more work than

what they are already doing.

In view of the above, the Philippine Government has drafted an
outline of the FDC. (See Table 2-5-1) expansion project and
requested the Japanese Government for its grant aid for implementing

said project.
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Table 2~5~1 Outline of the FDC Expansion Project

* Project cobjective : To facilitate the function of this Center by
' expanding the facilities and equipment of FDC
in order to contribute to the development of
the Philippine food processing industry.

* Project executing : National Food Authority (NFA)
body

* Proposed construction : Within the site for FII complex at Tagulg,
site o - Metro Manila.

% Particulars of : Training and analysis building _
planned facilities Training experimental Room, Multi purpose

lecture room, Microanalysis laboratory,
Chemical analysis laboratory,. aflotaxin room,
Others. '

: Lodging building

' Lodging room. Office room, others

¢ Sample production building _
Processing room, Freezing room. Quality
control system room, others

The plan to remodel some of the facilities in
the existing building as recommended in the
preliminary study phase was subsequently
changed to newly reconstruct them in their

entirety,
# Particulars of : Equipment for technical experiment (food
planned equipment processing, treatment, packaging, measurement,
ete.)

Equipment for scientific tests (analysis,
physical and sensory evaluation, tests on
package, etc.)

Equipment for industry services (AV. teaching
material preparatiom, information processing)

Others (communication, office work, motor
vehicles, etec.)
(Refer to Appendix 7)

* Particulars of : Technical services to private food processing
major activities at enterprises
this Center - Quality analysis and tests for quality
upgrading and product improvement on food in
general .

~ Trial production of product samples
~ Technical guidance on quality control,
training of employees

Establishment of criteria for standardization
of quality control in food processing

Voluntary research and development on quality
and process improvement and product upgrading
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(2) Contents of the Project

1) The functions of this Center and the contents of its activities
as.requested by the Philippine Government are roughly as

follows.

- 1 Quality evaluation function

* Preparation of internationally acceptable quality standards on
food and offering of guidance on same

% Establishment of internationaliy acceptable analytical methods on
food and offering of guidance on same

* Acquiring a grasp of the medium and small scale enterprises'
problems with respect to chemical analysis, microbiclogy,
microanalysis, physical and sensory evaluation and a study of
same

* Execution of internationally acceptable chemical analysis,
microbiology, microanalysis, physical and sensory evaluation.

% Instructing the domestic enterprises on the application of
internally acceptable sanitary and quality control standards on

food processing.

- 2. Technology development function

* Development of technolegy for treating fresh (perishable) food
after harvesting
% Development of a quality control system for export foods

* Developmnent of new processing technelogy and specificatiouns for
food

- 3. Industry service function

* Implementation of training programs and seminars on quality
control for the private enterprises

* Propagating the fruits of the quality evaluation function among
enterprises

* Propagating the fruits of the technology development function
among enterprises

* Propagating the methods for improving postharvesting treatment

technology for fresh food
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% . Providing the enterprises with domestic and foreign food-related

information

~ 4, Sample production function

* Tegts on marketability of products and sample production of

processed food for the.developmént of the market

2) Contents of building and equipment
Followings are the contents of building and equipment requested
by NFA to realize before mentioned function and contents of
activity.

- 1. Building
s Food science and training building

Installing various kinds of analysis equipment and carry out quality

analysis, packaging test and others,
Having training course for small and medium scale enterprises

about quality control, food processing technology and others.

* Microanalysis laborétory * Aflatoxin room

% Chemistry laboratory * Training Room (Large x 1)
* Micrology laboratory # Training Room (Middle x 2)
* Filth laboratory * Computer room

* Packaging laboratory

o Food Technology Building
Installing food processing experimental equipment and carry out
the experiment and test for quality improvement, sample

production and technical improvement.

* Food processing room 1-2 * Self life test room
* Cannning steaming room * Postharvest technology
laboratory '

* Freezing room

* Chiller room * Washing room

* Fruits, Vegetable Research
and Pevelopment room
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Dormitory. building

* Dormitory 1~15 : * - Bath room
* Laundry _ *  Lobby '
Canteen

* FKitchen % Canteen

2 Equipment
Refer to Appendix 7

(3) Preliminary Study

‘As a result of its preliminary study conducted in November 1986, the
Preliminary Study Team has rendered the following conclusion and
brought to attention the following matters which must be confirmed

prior to implementing the basic design.
1) Conclusion

7 Aé FDC'S'activities,'which are in 1ine with the needs of the
industry, cannot be performed adequatély by ahy other

institute, this project is.likely to contribute greatly to the
developmént of the food industry in the Philippines, particularly
the export food industry. What is mqre, since the activities
-planﬁed under this project are to fﬁfther expand the activities

7 which FDC has'%eeﬁ actually handling hereto for the projeét is
considered to assume an even more realistic role in this

respect.

2) Matters to be comfirmed

(1) As formalities for transfer of the right of use of the
site of this project from FTI to FDC were in process, its
progress shall be confirmed. Also, as NFA was scheduled
to conduct a geological survéy of the gite shortly, its

progress shall be confirmed.

{(2) As NFA was taking steps to transfer'the title to the

building currently used by FDC and to the FTI's warehouse
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(3)

(4)

(5)

(6)

which will be used for extension from FTI to NFA/FDC, its

progress shall be confirmed.

As NFA/FDC were studying the alternative plan for

extension and remodelling of existing FDC building and
wished to present thelr proposal to the Government of
Japan as soon as they have finalized their views, the
progress of said study and contents of their proposal

shall be confirmed.

As NFA/FDC were negotiating with FTI and other concerned
parties with respect to the supply of electricity and
water, the progress of said negotiation shall be

confirmed.

As NFA/FDC were negotiating with FTI as to the possibility
of utilizing FTI's drainage treatment facilities, the

progress of said negotiation shall be confirmed.

Specific measures for recruiting techmnical personnel based
on the FRC's manpower expansion program, specific
budgetary measures to secure the administrative expenses
for ¥DC, and various other measures to be caused by

NFA/FDC to push forward this project shall be reconfirmed.
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CHAPTER 3 PROJECT CONTENTS

31 Project Obieétives.

The ‘Medium Term Philippine Development Plan (covering 1987-1992)
announced in December 1986 attaches the highest priority to the
agricultural sector, including the export agricultural product processing
industry, in the hope that it will generate increased earnings through

~improvement of productivity.

Executive Order No.l16 issued in January 1987 has clarified the tasks of
the Department of Agriculture and its organization. It has integrated,
and placed the National Food Authority (NFA) under the direct control of
the Department of Agriculture and defined its most important mission to

be "the development of the food industry”,

Following the executive order, the Food Development Center (FDC)}, which
had been a subsidiary of the Food Terminal, Incorporated (FTY), has been
raised to the status of a department reporting directly to NFA. By this
" promotion it has suddenly been brought into the -limelight as the ceéntral
execute organization to carry out NFA's aforementioned task, FDC's task
is to establish a system of providing technical support to the food.
industry of the Philippines whose current problems are to achieve the ,

following.

% Reduction of rejections from overseas markets by securing better
quality of export products. |

* Increase in productivity through improvement of postharvest
treatment technology. _

* Improvement in processing and packaging technologies to meet
domestic and foreign needs, _ |

* Development of new products to meet domestic and.foreign needs.

*# Development of the food indﬂstry.by providing the food processing
industries {(particulavly the small and medium scale enterprises)
with guidance and extension services on the aforementioned

matters.
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In this prbject-the Government of'Japahiwill provide the facilities
" required for the sake of expansion of ‘the functions of the FDC in the

form of grant ald, every time the said expansion is implemented.
3.2 Review of the Contents of the Project

FDC'SVcufrent.méjor”aCtivities are the establishement of technologles for
: quaiity-iﬁspectipn,'analysis and improvement of processed foods,
piovision of guidance on standardization of quality control and offering
of seminars and training in quality control, etec. Far these activities,
FDC now uses a warehouse owned by FTI which was rented and remodelled,
and to make up for the shortage of épaca, it has rented ¥TI's other

facilities, too.

© The contents of the project requested at the time of the preliminary
study were the extension of currently used faciliﬁies and the
construction of additional facilities as well as amplification of
equipment, but since then, the Government of the Republic of the

- 'Philippines has decided to implement the project at a new site and has
inforﬁé& the Covernment . of Japan that all of the facilities must be
constructed anew. In view of this, the Basic Design Study Team; upon
confirming the change of project site and that all facilities must be
newly constructed as a result, has conducted the field survey on the

basis of the new construction site,

The Governﬁent of the Philippines requests that about 7,500 m2 of new
facilities be constructed on the assumption the alfogether about 4,000 m2
of facilities which FDC now rents from FTI, namely,'FDCfs current
facilities of about 2,100 m2 in area as well as FT1's other facilities of
about 2,000 m2 in area, shall all be returned to FT'l, When FDC's future
manpower program and activities program, and its technical suppért
activities for the benefit of the Philippine food processing industries
‘are taken into consideration, the scale of the facilities requested for

18 considered reasonable.
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Judging from the academic background of FDC's technical personnel; their
rechnical level may be highly evaluated Thns, when fhe list of
quipment lequested for are checked 1n the 1ight of the technical level
of FDC s technical personnel, every one of the equipment is considered
neceséary for_FDC's'adtiVities.and'cén be used by FDC's current personnel
'(Exgept the equipment for éamﬁle'broductibn divisi§n).' Since the Sample
Production Diviéioh is a new field ﬁhiﬁh FbC does not cover now, however,
manpower with abundant experience in sample ploductlon must be secured

prior to completion of the facillties.

Some of PTTC's training aétivitiés ére included in the training program
offered by FDC. This is based on the agreement by and between FDC and
PTTC that trainiﬁg-in food teéhnology such as food inspection and food
processiﬁg procedure idnspection shall be offered by FDC in behalf of PTTC
as it would be more effective since FDC is speciglized iﬁ these matters,
and training equipment for this Purpose are also included in the

equipment requested for.

The items of the request of facilities and equipment to be discussed from
the standpoint of appropriateness of the grant aid by taking into

consideration the objectives of the FDC are mentioned in the followings,

(1) Examination of the requested facilities
1) Priority of the facilities

The four functions which have been requested for are quality
evaluation, technology development, industry services and sample
production and their supporting facilitiles. The current main
activity of.FDC is quality evaluation, namely, to iﬁspect thé
quality of export foods, but the idea being advocated is to start
placing priority on the amplification of industry services in
iinkage with the technology development function. This idea is
reasonablé in the light of NFA's task, which is to develop the food
1ndustry, ‘and should be duly considered when planning its facilities

and equipment,
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2)

BnéiS'for determining the scale

FDC's task is to accomplish its national development goal, which is
to help attain the Government s Medium’ Term Development Plan. The
scale of the Center was therefore fully discussed on the basis of
its current activities “and the contents of its existing facilities
and equlpment and by taking the Center s future manpower program and
activities plan 1nto full account, Tn connection with the training

program, DG is plannlng the staffing scheme by regarding 1992,

which is the year of completlon of the Medium-Term Economic

Development Plan, and therefore the scale of the training facilities
and the like Wlll be determlned by taking into con51deration the

training program for 1992.

- 3) Quality inspection laboratory

4)

The request referring to the laboratories for quality. comprises such
items as microbiological inspection laboratory and elements related
to clean room and biohazard, such as aflatoxin inspection

laboratory, but it must be borne In mind that the facilities in

.question are intrimsically aimed at carrying out inspection. Under

the circumstances, it is regarded as appropriate to draw up the plan
by taking into consideration mainly substantial facilities aimed at
practical use for the sake of routine work, by taking into
consideration the difficulty of maintenance and control of too much

gophisticated facilities in the Philippines.

Sample production laboratory

As things now stand, the FDC is not equipped w1th this facillty.
Nevertheless, the FDC is carrying out such activities as sample
product, preparation of samples for export of_food, training couxrses
on food processing, etc. It.must be borne in nind however, that
from the sanitary standpoint the fac111t1ee of the FDC are by no
means quallfied to become a model case for prlvate enterprlses in
connection with the subject of food proceseing. Under the
circumstances, when designing this facility it is indispensable to
adopt convenient layout and detailed design of the various rooms so

as to facilitate the maintenance and contrel from the sanitary
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5)

6)

standpoint. Furthermore, it is also necessary to carry out routine
washing and sterilization so as to become the model for small and
medium scale food processing industries of the Philippines,

]

Training room

One large trainiﬁg-room'énd two medium training robms will be
required accordinig to the requést proposed in connectiOn with the
training program. The large tralning room will have -capacity to
accommodate 150 -through 200 persons, and it is presumed that the
maxiioum scale of each group of the training program will be of the
order of 150 pefsons. On the other hand, it is presumed that the
number of trainees to gather on the occaslon of the opening lecture
to -be delivered by the superintendent and other similar occasions ié
of the order of 3 groups of 50 persons. Therefore, it is regarded
as appropriate-to build the large training room as a multi-purpose
training room with capacity for 150 persons. - On'the other hand,
multi-purpose training should be properly equipped so as to make it
possible to use the space for such purposes as exhibition of sample
products, announcement of processing techniques and fabrication

processes, etc.

As for the medium training room, it is regarded as appropriate to

build 2 rooms with capacity for SOIpersons each in view of the

‘current state of thing of the implementation of seminars.

Training room for the PTTC

At the beginning, it was being planned to use the quality inspection
laboratory of the FDC as a training facility of the PTTC, but it was
concluded that theAuse of the quality inspection laboratory for
training purposes is not approﬁriate because that laboratory is ajmed
at carrying out the inspectiqn'of samples of the various companies,
On the other hand, it must be remembered that the FDC strongly

demanded to use the laboratory that way. Under the circumstances,

the PITC will be provided with two training rooms with capacity for

20 through 25 persons for its exclusive use, one for the blological

section and one for the chemical section.
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7y

(2)
1)

Dormitories

fhe dormitories will be used for 2 purposes, for the research and

inspection'étaff to take a nap when their work goes deep into the

night and for trainees coming from the provinces to lodge in, As for

the appropriateness of the capacity for 30 persons mentioned in the
request, we have learned that as things now stand there are
facilities of this kind with capacity for 10 persons in the ¥DC that
are being used for the former one of the said purposes. - It must be
borne in mind, however, that the existing facilities being used by

fhe FNC will be returned to the FTY which 1s the owner.. 0On the

. other hand, it must be remembered that after 1992, when the tralning

programs will be‘implementéd in full scale, it will be necessary to
permanently'deal with more than 100 trainees, with 20% through 30%
of ‘them coming'from the provinces. Therefore, the dormitory

capacity for 30 persons mentioned in the request can be regarded as

- appropriate,

Examination of the requested equipment .
Quality inspection equipment

The quality inspection function consists mainly of carrying
inspections of various kinds with food samples taken by companies.
As a result of a memorandum exchange& wifh the USFDA,-the USFDA was
allewed to carry out inspéctions with the object.of omitting the
saﬁpling inspection of processed food which was being taken charge
by the FDC. As can bé seen, proper insﬁection methods are reqﬁired
to cope with the standards of the destination éountry of the

exports. As things now stand, the equipment of the FDC is

insufficient, and an urgent improvement is required in this

connection. The fulfillment of international standairds, such as
those ones adopted by the USFDA -and AOAC the like must be taken into
consideration when selecting the equiﬁment'to'beiptovided‘anew.
Moreover, the equipment will be selected by taking into
consideration the ease of maintenance and control and the
appropriateness for general-purpose use., Under Ehe'circumstances,
the equipment to be provided will consist mainly of the priority AA
of the list mentioned in the request (Refer to Appendix 7).. There

- 54 -



2}

are such items as the FMC BURST TESTER in the Priority AA of the
list contained in the request, however, that can be substituted with -
the POUCH BURST TESTER, and therefore it is regarded as appropriate
to omit it.

Equipment for sample product and technical development .

As things now stand, equipment of this kind of the FDC consists of
one freezer, food cutter, food mill, smoking house, canning machine,
can splicer, etc., and a substantial expansion will be required.

The criteria for selection of the equipment will be basically aimed
at small-sized multi-purpose equipment suited for batch processing
because the object of this project consist mainly of guidance

to small and médium scale indutry and the sample of products. At
the beginning the FDC was asking for state-of-art equipment such as
belt freezer type quick freezing equipment, but we succeeded at
coming to terms regarding the aforementioned criteria as a result

with further discussions with the FPC. Therefore, the list of

equipment mentioned in the request presented on the occasion of the

basic design survey is regarded as generally appropriate,
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3-3  Outline of the Project
331 _Executing'agéncy and operating system

Practical affairs concerning this project shall be carried out by the
Implementation Committee (established in Novembér 1986) and organized of
nine:résponsible officers of relevant departments of NFA_(inciuding the
‘Divector of FDC), The Special Assistant of the Special Operations and
Coofdinating Office shall assume the chairmanshib of the Tmplementation
.Committee and issue instructions on the necessary works relating to this

project, and coordinate matters with the authorities concerned,

Decisions on basic policies for all of FDC's activities and auditing
shall be the responsibility of the Management Committee composed of
members appointed by the Administrator of NFA, FDC's operation and
administration shall be performed under the supervision of the aforesaid
Management Committee by the Director and Assistant Director of FDC and by
the five divisions . organized below them, namely, the existing General
Affairs Division, Quality Evaluation Division, Technology Development
Division, Industry Services Division and the newly established Sample
Production Division and thelr section., Altogether l2Z Sections are
planned, and the total numbers_of staff is scheduled tb be 98.persons for
the time being. The Equipment Operation Section of the Sample Production
Division will hire about 20 temporary workers at the time of trial

production of sample products. (See Figure 3-3—1)
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Figure 3-3-1 FDC Organization Chart
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