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AN ACT
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INTERNAL REVENUE CODE OF 1997, AS AMENDED

Explanatory Note

Agriculture is the foundation o f a rural economy. Aside from providing our basic necessities 
o f food and raw materials, the sector employs about 29% of the country’s labor force. However, 
over the years agriculture has continued to remain largely unproductive. Over the past six decades 
its share to GDP decreased from around 30% to just 10% in 2015.1 This is in large part due to poor 
investments, the onslaught o f typhoons, droughts, diseases and high cost o f inputs such as 
fertilizers, antibiotics, seed treatments, pestieides, (i.e., herbicides, fungicides, plant growth 
regulators and rodenticides). Moreover, the share o f agriculture employment to the total labor force 
continues to decline. From around 60% of total employment in the 1950s, this has declined to 29% 
as o f 2015.2

Data on yield, production cost, and price o f various agricultural commodities show that the 
country lagged behind its neighbors. As a result, the comparative advantage o f Philippine 
agriculture continued to decline resulting in our country increasingly becoming a net importer of 
agricultural products since 1994.

These setbacks were mainly due to low public and private investments in the sector, higlier 
cost of farm inputs, high postharvest losses due to inadequate equipment and infrastructure, poor 
postharvest handling practices, and inadequate skills and technical support, among others. 
Investments in agriculture fall below levels at which the sector can meet actual food requirements of 
our increasing population. Thus, ending poverty and inequity have remained serious challenges in 
the countryside.

Funding support for agriculture is necessary because it leads to greater productivity, which 
in turn translates to stable prices o f commodities and more affordable food on the table. According 
to a World Bank Report in 2013, support for agriculture from the public sector has been limited and 
is focused on just a few crops. From 2000 to 2012, the budget o f agriculture capital outlays was less 
than 0.3 percent o f GDP, and was decreasing from 2000 to 2006. As a result, agriculture 
productivity was lower than in other countries such as Indonesia, Malaysia, and Vietnam. This 
situation o f low agriculture productivity has led to an increasing gap between the Philippines and 
the world in terms of key food prices, such as rice.3
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