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Review of the 2012 President’s budget for agriculture 
  
THE ALTERNATIVE BUDGET INITIATIVE AGRICULTURAL CLUSTER HAS NOTED 
more than 60 percent increase in the 2012 budget for the Department of Agriculture (DA) 
including its attached agencies and agriculture-related government-owned and -controlled 
corporations (GOCCs) such as the National Food Authority (NFA) and the National Irrigation 
Administration (NIA).  

The DA’s budget proposal for 2012 is infrastructure-heavy. The same could be found in 
the agency's food self-sufficiency plan until 2016. In fact, more than 50 percent of the original 
DA proposal for 2012 goes to infrastructure while close to 40 percent, for irrigation. Another 
feature is the lump sum budget for public-private sector participation --majority of which going 
to infrastructure as well.  
  While it supports the budget increase, the ABI Agriculture Working Group raises caution 
in the over-emphasis to irrigation projects -- NIA in particular--- without first the benefit of an 
inventory of its assets and assessment of its accomplishments, particularly in the last three years 
when its budget had risen to significant levels in an effort to mitigate the rice crisis in 2008.  
  The ABI Agriculture Working Group believes that irrigation could be “the” main driver 
in propelling rice production given its highest potential productivity factor by percentage, 
according to previous studies of the Philippine Rice Institute (PhilRice). But the lack of 
governance remains a major stumbling block in actually realizing this goal. Some of the factual 
bases of these concerns:  

 In its 2009 report, the Commission on Audit was unable to validate around 93 
percent of NIA’s Property, Plant and Equipment (including irrigation canals and 
laterals) under its General Fund amounting to PhP 64.237 billion due to accounting 
deficiencies, inadequate subsidiary records and non-reconciliation of inventory 
reports with accounting records.  COA noted that NIA has not responded to its major 
recommendations for the past 12 years. 

 COA saw the same problems in NIA’s Corporate Fund (501), pointing to the latter’s 
inability to substantiate its Receivables, Property Plant and Equipment (PPE) and 
Cash Accounts worth PhP 29.921 billion, PhP 29.395 billion, and PhP 1.619 billion 
respectively as of December 31, 2009, and also in its Special Fund, thus casting 
doubts on the accuracy and validity of the PhP 29.9 billion receivables with 
amortized cost.  

 COA said NIA’s financial statements do not present fairly in all material respects as 
shown in the audit of its three important funds mentioned above. 

  



 42 

Considering these, the ABI Agriculture Working Group for the past two years has been 
calling for the audit of irrigation program before NIA receives higher budget. The government 
may be giving good money for bad purposes -- as shown in the COA reports how funds had been 
used.  

The ABI Agriculture Working Group also noted that other subsectors are poorly funded 
while some actually just need initial budget for use as revolving fund since credit and insurance, 
for example, are funds that can be recouped.  

Among the under-funded subsectors are coconut, fisheries, crop insurance and NFA’s palay 
procurement. Credit service under the mandate of the Agriculture and Fisheries Modernization 
Act (AFMA) has never been funded since the law was passed in 1997.   

Compliance with the Agri-Agra Law, which basically aims to improve the agricultural and 
agrarian reform sectors’ access to financial services, is not that impressive.  Banks are reportedly 
using alternative compliance by just paying penalties rather than actually providing rural credit. 
The Agricultural Competitiveness Enhancement Fund (ACEF) —which provides grants and 
loans --is currently under moratorium, thus leading to the question “Where is the affordable 
credit?" 
  Below is the summarized original proposal of the DA for 2012 and the President’s 
Budget for Agriculture (in thousand pesos): 
 

Table 22. Summarized Original 2012 DA Proposal vs. the 2012 DA Proposed Budget  
(in thousand pesos) 

Budget Items 2011 GAA 2012 NEP 
(President’s Budget) 

Original DA 
Proposal 

Rice Program 5,216,217 6,181,166 10.03 billion 

Corn Program 482,642 950,739 1,029,219 
High Value Crops 926,867 1,336,658 2,071,536 
Livestock 1,052,505 1,442,158 2,422,511 
Organic 900,000 927,200 927,200 
Trading Centers 675,082 911,755 911,755 
Fisheries 2,366,619 2,485,626 3,051,502 
Irrigation 
Locally Funded 
Foreign Funded 

  
7,753,623 
5,037,027 

  
19,978,649 
4,786,403 

  
24,333,856 
5,666,144 

PPP Budget 2,500,000 2,500,000 2,500,000 
Farm to market roads 2,500,000 5,000,000 9,500,000 
ACEF/Credit No allocation No allocation 6,910,000 
NFA (under the GOCC 
budget) 

2,500,000 4,000,000 No data 

PCA (under the GOCC 
budget) 

539,915 692,757 No data 

PhilRice (under the GOCC 
budget) 

91,000 340,901 No data 

PCIC (under the GOCC 
budget) 

113,771 183,771 No data 
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Alternative budget proposal for agriculture 2012  
  
THE ABI AGRICULTURE WORKING GROUP THIS BUDGET SEASON WAS ABLE TO 
engage the DA for the budget preparation phase. This season also marked the first year of the 
Open Budget Partnership-Budget Partnership Agreement (OBP-BPA) initiative of the 
Department of Budget and Management.  

But still, the track proved to be difficult despite these positive developments. First, the 
DA took a long time to present the data requested. The Alyansa Agrikultura, one of the members 
of the working group, sensing early on the DA’s reluctance to participatory budget process, 
quickly engaged the support of Senator Francis Pangilinan as head of the Congressional 
Oversight Committee on Agriculture and Fisheries Modernization (COCAFM).   

COCAFM initiated to hold a Tripartite Agriculture and Fisheries 2025 Visioning 
consultation among agriculture stakeholders in partnership with DA and the private sector in 
February 2011. The outputs became the main basis of the ABI Agriculture Working Group’s 
proposals, which were further refined within the group’s own constituencies through several 
internal consultations. Here are main proposals: 

 Cut irrigation budget to PhP 20 billion until an audit of the first three years (2009-2011) 
of irrigation budget/projects is made available. The working group also proposes that cuts 
be made mostly in the locally-funded projects as foreign-assisted projects were better 
implemented due to stricter project monitoring, based on assessment studies.  

 Ask NIA to do these key audit processes: accounting its assets, improving organizational 
and financial systems, going after erring staff, reviewing and modernizing designs to 
respond to the challenge of climate change while still implementing a fairly huge sum of 
the irrigation budget. These would enable other sub-sectors to benefit from the partial 
realignment of irrigation funds in the immediate term   

 Raise the coconut budget to PhP 2 billion pesos. The amount would be used for 
fertilization and intercropping opportunities for more than 3 million coconut farmers, 
which remain to be among the poorest in the sector. 

 Increase the fisheries subsector budget by PhP 1.4 billion, specifically for extension 
services for the municipal fisher folk, who remain the poorest in the agriculture and 
fisheries sector by commodity. A more balanced approach to fisheries’ programming is 
necessary and urgent, giving ample focus on regulatory function as a strategy towards 
sustainability of biological, wild resources (fisheries) which serves as main production 
base not just of municipal fishers but even of mariculture, aquaculture and commercial 
sectors. With depleted marine coastal resource, the production outputs of others will also 
be affected. A registration system for fishers as basis for coastal management efforts and 
for easy administration of government subsidy programs for the sector is also important. 
Regulatory activities need to be strengthened.  

 Public-private partnership (PPP) budget for 2012 should be realigned to finance other 
underfinanced commodities such as coconut, fisheries and specific commodities in the 
High Value Commodities Program given that the 2011 PPP allocation has not been 
utilized at all. The PPP guidelines should be reviewed considering that agriculture has a 
very different nature than that of traditional PPP for infrastructure. On the other hand, the 
2011 PPP budget meanwhile should support innovative production and value-adding 
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initiatives as showcase of best practices in agriculture contrary to the traditional concept 
of PPP—which is mainly to support infrastructure. PPP guidelines for agriculture should 
be revised accordingly to allow funding of these best practices.  

 Issue a special provision for the PPP budget for agriculture in order to support not just 
infrastructure but also small-scale innovations, best practices in agriculture and fisheries 
production, value addition, etc.  

 Sustain the increased budget for NFA local procurement. The ABI Agriculture Working 
Group proposes that a total of PhP 14 billion be given to NFA to achieve 5 percent local 
procurement and additional PhP 1 billion to improve its facilities. The remaining budget 
to achieve a 10 percent procurement level will come from the liquidation of NFA’s 
current rice stocks.  

 The ABI Agriculture Cluster also proposes to add a special provision wherever 
appropriate to source government staff’s rice allowance benefit from NFA as means to 
facilitate immediate disposition of aging NFA rice stocks  

 Increase the penetration coverage of the Philippine Crop Insurance Corporation (PCIC) to 
at least 10 percent, thus requiring a total budget of PhP 940 million to help reduce risks.  

 Allocate budget for subsidized/negotiated credit: The AFMA budget of at least PhP 2 
billion should be given for such purpose. 

 Raise budget for feedstock laboratory to PhP 100 million and diagnostic services to PhP 
100 million. 

 Strengthen coastal fisheries management not just for climate change but also for 
sustainable fisheries. Contrary to the belief of the DA, mariculture will not increase 
climate change resilience in fisheries.  

 Create a mechanism for increased private, civil society monitoring /audit/assessment of 
major agriculture programs. Create transparency groups with civil society participation 
within NFA, NIA and other relevant agencies with big allocation to participate in the 
audit of projects.  

 Increase seed varieties for participatory seed selection: Diversification of genetic 
materials should include farmers’ varieties. Guidelines should be released on the 
marketing of good seeds.  

 Diversify organic budget to cover not just rice but also other commodities. 
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Summary of ABI’s Major Proposals for 2012       
 

Table 23. Summary of ABI’s Major Proposals for 2012 – DA 
(in thousand pesos) 

Item 2012 NEP  ABI AGRI 
Proposal 

Variance Remarks 

Irrigation* 24,765,052,000 20,000,000,000 (4,765,052,000) Previous years revealed substantial 
budget for irrigation but little 
improvement on productivity. In 
addition, COA audit findings point to 
NIA’s failure to ascertain and validate 
93% of its assets (including irrigation 
canals and laterals) amounting to Php 
65 Billion and lacks reports/validation 
of its ongoing irrigation projects 
amounting to more than 40 Billion at 
the time of its 2009 audit  held in 2010 

National Irrigation 
Administration 
subsidy  
(for management/ 
administrative 
costs)* 

2,060,598,000 750,000,000 (1,310,598,000) Based on 5% admin/management fee 
(COA), 20 B worth of irrigation 
equals to 1 B management fee. But 
even then, experience reveals that not 
all irrigation projects are implemented 
in the same year, which explains 
ABI’s proposal to lower the 
management fee for 2012. COA audit 
revealed that NIA should only be 
getting management fee for 
implemented projects and not the 
original targeted budget 

Farm to Market 
Roads* 

5,000,940,000 2,500,000,000 (2,500,940,000) In the absence of a Comprehensive 
National Land Use and Water Policy  
that will protect whatever 
infrastructure projects from 
conversion., ABI AGRI does not 
support an increase of  the Farm to 
Market Road  budget 

Public-Private 
Partnership* 

2,500,000,000 - (2,500,000,000) 2011 not yet utilized, realign 2012 for 
other unfunded intervention; Flexible 
PPP guidelines for agriculture should 
be put in place, primarily to support 
best practices in agriculture and 
fisheries 

Philippine 
Coconut Authority 

692,000,000 2,000,000,000 1,317,243,000 Sufficient budget for fertilization and 
diversifying income sources for 
coconut farmers  is proposed  to help 
address extreme poverty in this  sub 
sector 

Bureau of 
Fisheries and 
Aquatic Resources 

2,485,626,000 3,800,000,000 1,314,374,000 For additional fisheries extension 
workers to carry out livelihood 
extension work for municipal 
fisheries, coastal management, stock 
assessment and fisherfolk registration 
program. Municipal fishers are the 
poorest in the agri fish sector. 
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Philippine Crop 
Insurance 
Corporation 

183,771,000 940,000,000 756,229,000 To cover at least 10% of rice and corn 
farmers, only 2.5 % are currently 
covered 

National Food 
Authority 

4,000,000,000 
 

 

14,000,000,000 
 

10,000,000,000 
 

Additional budget for palay 
procurement to achieve to target 10% 
of local palay. 5% from GAA and the 
other 5% from liquidation of NFA rice 
stocks 

 1,000,000,000 1,000,000,000 Improvement of NFA’s warehouses  
in preparation of increased local 
procurement 

Credit New Line Item 2,000,000,000 2,000,000,000 For subsidized credit  
TOTAL  23,740,000,000 16,387,846,000  
*Proposed budget reductions are not included in the computation of total proposed amount; these are lodged on the 
sources of financing proposals.   
 
 

About the ABI Agriculture Working Group 
 
THE ABI AGRICULTURE WORKING GROUP PROVIDES ANALYSIS AND 
recommendations linked to agriculture and agrarian reform programs funded by the National 
Expenditure Program. Its members include the Rice Watch and Action Network, Tambuyog 
Development Center, Alyansa Agrikultura, and the Partido Kalikasan.  


