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Explanatory  Note

The National Food A uthority (NFA) w as created  to ad d ress  goals of ensu ring  low 
and  stable  food grain prices for consum ers, p u rsu a n t to ou r na tional policy of 
agricu ltu ral m odernization and  su sta in ab le  poverty reduction.

Historically, however, it h a s  proven fiscally im possible to ad d ress  all of these  
objectives. Support to rice farm ers h a s  often been com prom ised in favor of 
u rb a n  consum ers, w ith the  volume of releases in u rb a n  a reas  far ou tstripp ing  
procurem ent from farm ers. A study  conducted  by the  In ternational Rice 
R esearch In stitu te  (IRRI) h a s  fu rth er revealed th a t u n d e r the  NFA m onopoly 
over rice im portation, Filipino consum ers have ended u p  paying m ore for rice 
th a n  they would have had  to u n d e r a  free trade  regime. There is a  growing 
co n sen su s am ong econom ists th a t  w ith the  NFA m onopoly on rice im portation, 
the  costs im posed by NFA operations on the  Philippine econom y far outweigh 
the  benefits to rice p roducers and  consum ers.

M eanwhile, the  p resen t rice policy is potentially very lucrative for well- 
connected rice trad e rs  an d  political insiders, creating opportun ities for graft 
and  corruption , h idden in the  following1:

1. U nnecessarily  high com m issions paid to im port-brokers.
2. Bribes paid  by rice trad e rs  a n d /o r  w asteful lobbying/favor-currying to 

obtain  im port rights.
3. G overnm ent-to-governm ent con trac ts  w hereby the  Philippine governm ent 

com m its to buy low-quality rice a t high m arke t prices, w ith som e parties 
pocketing the  difference.

4. High-profits ex tracted  by im porters and  w holesalers (above the ir legal and  
illicit paym ents for im port righ ts an d  lobbying expenses).

5. H igh-profits ex tracted  by cartelized retailers.
6. O ther u n n ecessa ry  costs due to inefficiencies in m arketing  and  d istribu tion .

1 James A. Roumasset, “The Microeconomics of Agricultural Development in the Philippines,” Working Paper No. 
02-10, ADB, April 2002


















