GATT Issues,
Gut Issues
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|
nknown to most Filipinos, the Philippines is set to commir itself
to aglobal crade treaty that may well dramatically aleer the
shape and course of the national economy. This treaty is the
Uruguay Round of the General Agreement on Tariffs and Trade (GATT).

The GATT primarily focuses on ensuring a common framework
for trade among its signatary countries, principally by serving as the
venue forseering specific rates for tariffs and other trade-related marters.

[tis part ofan institutional troika which emerged from the Bretton

Waoods Conference of 1944, The other ewowere the International Bank

« for Rural Development, now more popularly known as the World Bank

{(WB), and the International Monetary Fund (IMF). Ir was noc until

1947, though, thar a charter for the establishment of the [nternational

Trade Organization, which formed the basis for the GATT, was signed
by 23 srates.

From the original 23, GATT membership now extends to 117
countries worldwide, which account for over 90 percent of world trade,

*This arncle by Corinne Canlas was originally published as "GATT Tssues, Gur
lssues: A Brief on the General Agreemene on Tants and Trade” by the Philippine
Peasant Instivuee Action Rescarch and Policy Studies Progeam in PPI's Beiefing Pager,
{ Wal, 11, Mo, 1, Apeil 1994,
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These include all the member states of the Organization for Economic
Cooperation and Development (OECLY), a majority  of developing
countrics, and some countries from the former socialist hloc such as
Hungary, Ceechoslovakia, Poland, and Romania. The former Soviet
Union obtained observer status in 1988 while China and Taiwan have
pending applications. The Philippines  became a full member of the
GATT on January 1, 1980,

GATT’s Logic and Character

The undertying logicof the GATT is based on the economic theory
of compararive advantage, developed by economist David Ricardo in the
carly 19th century. This cheory holds thar all countries will benefit from
free trade. Efficiency and ourpur will be maximized by producers
concentrating their resources in areas where they enjoy the greatest
advantage (or lease disadvancage) in relation to rheir COIMPETItors.
Conversely, where povernments seek to protect domesric  producers
from foreign competition by using trade bartiers to distore prices, less
efficient and high cost industries will flourish at che expense of domestic
comsumers and global economic growth. Free trade allows the economy
to open up and liberalize, and disallows state intervention thac wiould
distort prices and insulate the domestic economy.

As pare of free trade, tarifls are imposed on imported goods or
services o generate resources for the povernment and repulate importation,
The state can impose lower tariffs on geods and services it deems
necessary (or development like capical equipment. Conversely, 10 can
impose higher tariffs on goods and services thar are eicher comperitive w
lacal goods and services, or are non-essential luxury items, [n recent years,
non-caniff measures have alse been increasing such-as the ban on certain
importations for health and environ mental reasons.

Given its adherence to the logic and wisdom of free trade, the
GATT's trade rerms and agreements uphold a ser of basic principles —
non-discrimination; reciprocity, and transparency.

Non-Discrimination

The most-favored-nation (MEN) trearment is intended to allow
GATT members to enjoy rrade preferences in terms of tariff-reducrion
o tariff-fres imporration over external trade partners. This is intended to
circumvent the eycles of discrimination and realiation in rrade that
characterized the pre-GATT period.
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Reciprocity

When any one member-country lowers its tarifls on another's
EXpOFLS, it can expect the ather to lower irs rariffs in recurn, The MEN rule
requires the same concessions to be passed on to other GA'T | members,
creating a ‘virtuous cycle' of liberalization. However, developing countries
have raised the issue of ‘one-way reciprociy.” When countries are unequal
in rerms of their levels of development and negotiating power, there s less
basis for reciprocity. Developing countries thus invoke special  and
differencial trearment to gain maximum ]r:w:ragu in negatiation and also
to allow a longer transition period  or delayed implementation  in
recopnition of their lower levels aneveIupnmnt.

Transparency

This principle advocates the replacement of non-tariff barriers
{NTBs) with rariffs. From a free marker perspective, there are wwo
advantages to tariffs: (1.) they only distorr, rather than complerely
overtide marker signals; and ( 2.) they are highly visible: This makes crade
effects relatively easy to monitor, and their incidence casier o reduce
threugh negotiations. GATT membership involves an obligation 1o
'bind' tarifts — in effect, acommicment to fix ceilings which are negotiated
downwards.

The Uruguay Round

The substantial reduction of rariffs and other trade barriers is the
main aim of the GATT. This goal hias been pursued rhrnugh ‘megoriating’
rounds. Each of the first faur rounds focused on tariffs for individual
{;Ummt}ditiﬂs and lasted fora purinr_{ of one year, The sevench, the Tuk:,ro
Round, where countries agreed co reduce tariffs on thousands of industrial

goods under a general formula, lasted from 1973 to 1971

The eighth, the Uruguay Round, was launched in Seprember 20,
1986, and is, by far, the most ambitious and far-reaching in the treaty’s
histary. It is comprehensive, including areas that, for che first time, have
been integrated in the GATT, namely, agriculture, services including
bﬂllk’ing_. rextiles and v:.‘.lt:ﬂ‘ling, intellecrual property righm, and investment
THCAS ['E,‘_G.

Because of the comprehensive nature of the agreement it was
forging, the Uruguay Round wrapped up negoriations only on December
15,1993, after seven years of gruﬁling talks. The treaty which resulted
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from the Urupuay Round is slated for signing on April 15, 1994 in
Moroceo.

Promises, Promises: GATT’s Hard Sell

If GAT s own estimares are to be believed, implementing the
Uruguay Round terms would mean gigantic growth for international
trade. Negaotiators speak of a possible increase in world trade by as much
as 1US$230 billion annually within a decade. Exports of developing |
countries could increase by some US$150 billion per year over normal
‘growth rates. Apart from earnings from trade in commaodicies, the
coverage of trade in services opened up by the Uruguay Round is
ssrimated to be worth US$1 billion. 1n the case of the Philippines, our
GATT negotiacors say that our economy has much to gain from signing
the treaty.

Maost-Favored Nation Status

This would mean trade without discrimination. The Philippines sees
GATT membership and the subsequent MFN starus as the key to opening
up international markets for our products, a substantive part afwhich are
agriculoural commodities such as copra, sugar, banana, pincapple products,
and cutflowers. In contrast, the government warns that we will be isolated
and may be subject to discriminarion if we are outside of GATT. MEN
creatment will nor be available to us, and we may be subject to unilareral
action such as losing our General System of Preferential (GSP) privileges
which allows dury-free importation o the US amounting to around
US$1.1 billion annually.

Stable Trade Rules

This can be acrained by tariffbinding where tariffraces are negoriared
and set per membet country through multilaceral negotiations. Onee ser,
these tarilfs are clarified and applied uniformly: hence, stability in free
market terms js expecred to level off the playing field for competitors.
Philippine GATT negotiators have committed 537 agriculeural tarifflines
at 10 percentage points above the 1995 applied rates and 114 agricultural
tarifflines to be hound at § percentage points above the 1995 rares. These
items  are listed as costs of GATT membership because of che lesser
protection allowed for these producr items. Tariff reduction of 27 rariff
lines in agriculture is expected to result in rates below 1995 applied rates
within 10 years,
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~ The only deviation permitced under the GATT concerns customs
unions and free trade areas, members of which are allowed to enjoy rrade
preferences over other trade partners. Examples of such are the Nosth
American Free Trade Area (NAFTA), ASEAN Free Trade Area (AFTA),
and the Single Buropean Market project.

Removal of Quantitative Restrictions

The GATT allows developing countries to gradually reduce their
fariff protection in 10 years; for developed countries, the time frame set
issix years. Government negotiators claim thacchis reduction is beneficial
to the country because it will make the country more competitive and
efficient. In turn, 93 agricultural products that are presently enjoying
‘quantitative restrictions have been promised for tariffication at only
double the 1995 app]jed rates, .‘ipcciﬁmu}f for rice and corn, many farmers
think thar the 100 percent tariff rate will not be enough.

Uniform Application of Trade Rules

Some of the Philippine agricultural produers enter duty-free under
the MFN or GSP, bur face non-tariff measures (N'TMs) and rechnical -
barriers which restrier trade flows. For example, robgszacoffee is free under
MEN to rhe US and [apan; copra is free from tariffs under MEN to the
EEC: and centrifagal sugar is free under GSP 1o the US. But these products
have to go through health and sanitary regulations in the US; commodicy
and internal taxes and phytosanitary regulations in Japan; and import
restriction, licensing, health certification, and entry control measures in

the EEC.

The GATT will ostensibly rationalize these barriers across countries
by providing for non-discriminatory application of rules on import
licensing, preshipment inspection, technical barriers to trade, health; and
phytosanitary regulations. This arrangement will make it easier for all
countries” exports to enter into the international marker.

Prevention of Trade Wars

GATT is expected to reduce, if not eliminate, tariff escalation, or
trade wars, in order to assist in development. Tariff escalation has been
quite apparent in coconut products exports of the Philippines to Japan
and the EEC. For instance, rariff rates on copra are lower than on crude
caconut oil, The higher tariffs on value-added items is said ro discourage
investors in developing countries from processing raw materials into
higher-value products. By regulating rariff escalation, it is surmised thar
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“Indeed, the latest
GATT round will
expectedly spur a huge

this disincentive to investments in raw
material processing will be diminished.

Issues for Developing
Countries:

The ‘Hard’ in Hard Sell

The ‘hoopla' being generated over
the GATT’s supposed benefits have
failed to stem a host of issues being
raised over the negative consequences
the Urnguay Round will wreak on
perennially  struggling Third World
economies, including the Philippines.

surge in world trade.
For many developing
countries, however, the
doubt over GATT does
not lie on whether it
will mean increased
global trade, but
whether it will mean
improved incomes and
reduced trade deficits
for their economies.”

Unequal Interdependence

Indeed, the latest GATT round
will expectedly spur a huge surge in
waorld rrade.  For many developing
countries, however, the doubt over
GATT does not lie on whether i will
mean increased global crade, but whether it will mean improved incomes
and reduced crade deficies for their economies.

The ever widening disparity and the perennial trade imbalances
between the economies of the developed and developing countries are
reflective of a patently unequal interdependence between them. Consider
the concentration of Third World exports on a few induserial country
markets. The US alone takes 60 percent of developing country
manufacturing exparts. Owverall, the US and the European community
cach take 22 percent of Third World exports and Japan, a further 12

l|.'.ICT’.:L'I'I t.

Trade among the developing countries did increase from 25 percent
to 32 percent in the 1980s, with the expansion being accounted for by
the Asian newly-industrializing countries (NICs). Bur deeper analysis
would show that regional trade among developing countries is actually
at a minimum. Intra-trade declined from 22 percent to 18 percent for
Larin Armerica, while less than four percent of the trade for African and
ASEAN countries took place within the regions for the same period,

The bulk of Third World exports is concentrated inlabor-intensive
gonds, with textiles and footwear alone accounting for a quarter of the
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rotal. Primary or unprocessed commodities remain the dominanc link
of the majority of developing countries with the world economy. In the
case of the Philippines, this particularly holds true for both sugar and
coconut during the 19705 up to the early 1980s.

An analysis of Philippine foreign trade figures from 1985 to 1992
clearly shows a glaring deterioracion in the balance of trade over the past
cight years, with imports growing quite rapidly and with exports, or its
value dereriorating just as fast (Figure 1). Philippine agricultural trade,
which berween 1986 and 1988 showed a positive balance, started to slide
in 1989 and has deteriorated since then (Figure 2). The top ten
Philippine agriculcural exports and imports for 1992 are shown in Table
i

With the rerms of trade-dipping even in the absence of GATT-
imposed liberalization, one can easily configure the even more dramatic
deterioration of Philippine trade thar will register once GAT'T forces the
eountry toopen its doors to imports, Thisis especially rrue for Philippine
.‘r}gj‘icuh.urc whose ¢U]T11.'IE"iIi'|r'EI'IL"S.h continues ro crode relative o thar of
its Astan neighbors.

The GATT makes developing countries vulnerable in terms of
‘prices, markers, and refaliatory measures such as sancrions. Policy shifts
in the North, especially those affecting primary commodiries and labor-
Jintensive goods, make developing countrics vilnerable. Their narrow
ceonomic  base, combined  with huge foreign debe obligations, the
limited availability of invescment resources, high level of poverty, and the

Figure 1
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Faure 2
Philippine Agricultural Trade from 19861992
Thousands ($)
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Source: Philippine Agribusiness Factbook and Divecvory, 1991-92, 1993-94

Tabie 1
Top Ten Agticultural Exports and Imports
Exporws Imports
coconut ol (crade) Whear and meslin
shrimps and prawns ail cake and other residues of soya beans
bananas milk (in solid form/concenmtedfsweetened)
pincapples £OLTT
dessicated coconur urea
' cenmrifugal sugar tobaceo (unmanuficrured)
coconit oil (refined) tobacen (unmanufacrured non-Virginia tipe)
skipjachkfadantc bonim malt and malc Bopr
oil calee and other reidues milk
of coconut {copra)
tuna fish meal = J

Source: Philippine Agribusiness Facthook and Directory, 1993-1994,

absence of social welfare safety nets makes the economic and social
adjustment to trade pressures more painful.

Developing countries feel that GATT articles favoring their
development should remain since these constitute the only mechanism
that can balance the trade scales. These refer particularly to the
implementation of rechnical assistance, Special and Differential provisions,
discretionary use of import licensing controls, and sector-specific
liberalization on services.
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‘Dominance of Transnational Corporations

World trade flows are dominated by powerful corporations located
significancly in North America, Western Europe, and Japan. In 1985, the
combined sales of the world's largest 200 transnational corpotations
(TNCs) exceeded US$3 trillion, equivalent to one-third of global gross
domestic product. Table 2 shows 2 glimpse of the TNCs' control over
selected commodities,

_This concentration of corporate power is seen vividly in the Third
World, Almost all primary commodities are now marketed by fewer than,
six multi-commodity traders. Few peasant producers may have heard of
conglomerates such as Cargill, Unilever, or Gill and Dufus, but they lose
control over their production to them before it has even left their national
borders. Cargill has a sales turnover in coffee greater than the Gross
Domestic Product (GDP) of any of the African countries from which
it purchases coffec beans. [taccounts for over 60 percent of world trade
in cereals.

The power reach of TNCs extends to the GATT negotiating table,
as was evident in the Uruguay Round. Even before the launching of the
Uruguay Round, financial and agrochemical conglomerates in the US
took the lead in forming the Multilateral Trade Negotiations (MTN)
coalition — an alliance of aver 200 companies led by American Fxpress,

 Citibank, and IBM — set up to influence government policy. In Europe,

corporate giants such as Hoechst, Bayer, British American Tobacco, and
Unilever, have supported MTN's demand through an aggressive lobby
and advertising campaign.

Table 2
Market Share of TNCs in World Market Commadity Trade
Commaodity Mo, of Controlling Companies Share {Tm_%)__
cereuly 5 FEd
bananas 3 80
Coona ] 83
=] 5 &5
tobacco 4 87

Source: "A Haw Dreal: International Trade and the Woreld's Poor,” publishied
by Christian Ald, UK.
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The Intellectual Property Coalition, which includes agrochemical
giants such as Pfizer, Monsanto, and Du Pont, was at the liead of the
demand for a GATT-based global patenting system enforceable in
developing countries, which would effectively enhance foreign royalty
payments for their exports. [rwas Cargill, the world's largest grain dealer,
who took responsibility over US negoriating papers, the content of which
was to reduce food import restrictions in both the developed and the
developing countries {expanding the marker f:g'rl' trading corporations)
and phasing-out of marker-based price support I:‘-".-’l‘.le]'lll would lower the
prices of raw materials for corporations). GAT T-based intellecrual propery
ritles will further consolidate the leading edge of TNCs i areas such as
pharmacuuriculs. biotechnology, acrospace; and compurers.

From the perspective of developing countries, the claims of THUS
on intellectual properry rights is no less than a case of piracy. Many of the
genetic materials used in the developmenr of high-yielding, resiscant, and
disease-free biomaterials have heen derived and accessed from the patent-
free species of Third Warld countries. Once developed into patentable
materials, the TNCs lay claim to these, charged royalty paymencs, and
restricted access o these poods, [ronically, the farming communities
which nurtured and evolved the crops cannoc claim ownership of these
patented species, nor can they use them withour paying rovalty o
COMmpensation,

imperilling Food Self-Reliance

Food securiry and sel f-reliance for developing countries arecthreaten ed
on several fronts. Nor only must countries contend with the problems
wrought by the IME structural adjuscment programs, they mustalso abide
by the GATTin the dropping ofall production and markering subsidies on
hasic commodities like food prains.

In calling forthe scrapping of food subsidies across all countries,
GATT does notacknowledge that countries of the Norch enjoyed years of
export subsidies, price support policies, and trade terms which allowed
them to dump unlimited mu'|,:-|11.=:cx on struggling cconomies; this while
Third World farmers hardly received any support.

The US, along with the rese of the OFCD countries, subsidizes
their apriculural producers to a tocal of US$240 billion annually. These
subsidies rake the form of price support or export subsidy. Boch require
the US government to allocare huge amounts of money to buy agricultural
products from farmers ar prices higher than the domestic marker price

34




Kasarinlan, Vol. 9 No. 4, 2nd Quarter 1994

(price support), or sell at prices lower than the prevailing international
market price (export subsidy). Henee, price instability, over production,
and export dumping have resulted, penalizing the small and efficient
producers of both the North and the South who do nor receive such
ﬁubsidie31 Bﬂ‘-ﬂ.use UF [IIC dUT]"liFlﬂ.I'!CL' l)’: Nﬂl‘t]‘lﬂfl’l cnunrr'u:s OVED ITIOST
agricullural commaoditics, the South, expecially the food-net impm'cing
countries, is highly susceptible to chronic trade imbalances, balance of
payments deficits, and food security problems.

For example, the US heavily subsidizes its cereal production,
controlling over 40 percent of its exports globally. Alongside this, ivis able
to sell cereals at knockdown prices, often coupled with food-aid sweereners,
under its PL 480 program. [n contrast, peasant corn producers in the
Phil 'lppillts experience d::prusxcd market prices during purinds when
shipments of imported wheat or soybeans reach the country. The local
livestock sector might benefir from this importation because it lowers
prices of corn and corn substitutes, However, small farmers, already
saddled with the high costs of production are at a losing end because of
the lower farm-pate and'market price caused by ‘dumping.” The impact
ofthis pniic],r will havea mu]riplicr effece on che owo million corn farmers
across the Phﬂipp’inc rural arcas who will experience llru].‘l in cheir

income and purchasing ability,
tmﬁ'ﬂi[h:sl’a.nding, the social costs. At

ke
its extreme, low-cost importation may Because of the

even [rigger the widusprua.d I:ankruptc}f dominance of
of small corn farmers who, with Northern countries
dtreguhuiﬂn have to contend with che
; : : t
high cost of production. mfﬁr e
agricultural

Far most of the hl;:a‘-'i]}-' indebred
Third World counrcries which were
under the [MF's structural adjustment

commodities, the
South, especially the

program, liberalization and decontrol food-net impﬂrting
were already underway since che early countries, is hlghly
19805 that saw the dwindling of i i
: . .o vy susceptible to chronic
Hﬂ‘r@rl'll,'l'lﬁl'l [aLl Ppt]l CTo ﬂgr[l..l] lr.ll I .'Il ani %
social services. The povernment, since trade imbalances,
1981, has steadily withdrawn balance of payments
agricultural subsidies at an increasing deficits. and food

ce, at is left, at present, involves
ace, What is left, ar present, involy
the price support thar NEA allats for
CLLEECITIE vich has decrease 1
rocurement which has d d from

security problems.”
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seven to three percent. Production
«“The idea that subsidy, in the form of fertilizer support,

developing countries has already been significanty reduced
should feed themselves

for rice and corn farmers,
i \ Under President Ramos'
is an anachronism from Philippines 2000 project, the total rice:
a bygone era. They and corn area of five million hecran
could better ensure will now be reduced by 62 percent; th
their food security by Department of Agriculture’s Grains:
R us Production Enhancement ngr::i_!ﬁ;
re }tlng QH (GPEP) pegs the rice and corn lang
agncultural prudu:ts where it will focus production ar L
which are available, in million hecrares, With the ley
most cases, at lower production area [KPA) 'E»l:fal;:}'@;; ;

- v ol
. . : government will divert the remainiig
cost. SEE“}-', this belief 3.1 million hectares into the production

seems to be at the of commercial crops and livestock, This:
heart Df the P‘h“ipp'nE drasric muove, l:c:'l]].‘ltl::fl with' I:Ii

government's logicin ~ diminution o food: produ ot
resulting from land and erop conversion,

their unilateral is already threatening to aﬂrrrttﬂ'llﬁ
liberalization of the country's capacity to produge its own
country's agriculture.” foad, The liberalization that GATT'WiIﬁ
enhance 15 e};pec.tcd to furcher ]mp;lﬂi
the effort towards food self-reliance not
only because of the low costs of food impores bur largely hecause af;.l;h_B:
withdrawal of public allocation in terms of credir, infrastruciures, ght}l
other support services for such engagement.

[he GATT, at pace with the liberalizarion policies now hremg
implemented across the Third World, is expected to reinforce food-
import dependence, and pry it more open for the North's overproduction,
The words of former US Apriculture Secretary, John Brock, captures it
well:

The idea that developing countries should teed themselves |s an

anachronism from a bygone era. They could better ensure their food

security by relying on US agricultural produsts which are available, in most
cases, at lower cast,

Sadly, this belief seems to be ar the hearg of the Philippine govei'llmn'ﬁﬂs'é
logicin their unilateral liberalization of the country’s agriculture,
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How the GATT Undermines Philippine Agriculture

The Uraguay Round treaty’s impending implementation in the
Philippines is the latest in a seemingly endless string of woes for small
Fi]'ipi.nn farmers. Government policies have historically penalized the
agricuiru ral sector, Mrcﬂd}' groaning under che burden of |MF~imp:Jsed
deregulation under structural adjustment, marginalized farmers must
now contend with the added problems the new GATT treary will bring.

Food Security
In the early 19705, che Masagana 99 program, launched 1o spur rice
Flﬂducl‘iulh somehow succeeded in rl.":-tut'mg |||.;trgmu.| exports i the Lt
1970% and early 1980s. Yer, rice importation has been widely resarted o

“since the 1980s,

The liberalization that GATT requires makes food importation a
convenient handle to respond to the food security needs of the country,
However, this does nor address the roor cause of the decreasing viability
of rice production in the country. First, the productivity of local rice
producers have been decreasing over the years.  This becomes more
pranounced when compared to the productivity of other Asian rice-
producing countries (Table 3). Thailand, Indonesia, and Malaysia have
overraken the yield per hectare by 1990.

Second, the domestic cost of production for irrigared rice s also
fairly high when compared to some countries hased on 1988 figures
(Table4). Domestically, the cost of production for rice has been inc reasing
with the withdrawal of government subsidies in production since 1981
and the deteriorarion of farm-gate prices. Despite government-repulared
pricesupport, the National Foed Authority (NFA) has not been able to
make a dent in the price of rice because of its insignificant share in rice
procurement. NFA's procurement has ranged between twao percent to
- seven percent. Corollarily, rice marketing has been dominated by the
Big 7 - the rice cartels that practically control the marketing and
distribution of rice. With deregulation, NFA procurement will now be
pegized at three percent until 1998 after which it will phase our irs
procurement progiam,

The massive land conversion from agricultural to non-agricultural
wseand the inereased crop conversion from food crops. to commercial
Ly have exacerbared che issue of food security. In the province of
Laguna, 68 percent of the converted lands between 1988 to 1992 have hit
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Tabled
Rough Rice Yield, Selected Asian Countries, 1988-1990
(in tons per hectars)

Eﬂmtry 1988 1989 1990
| Japan 5.89 6.17 5.97
Republic of Korea 6.56 6.52 .08
I Taiwan 480 4,81 4.60
| Thailund 2.15 2.08 2,00
. Malaysia .68 70 187
Ind onesia .11 4.28 434
Philippines 2.64 278 272
Indaa 254 1.56 2.62
Sn Lanka .04 .99 2.99
Bapjladesh .36 262 207
| China 535 5.50 573
Vietnam 247 323 325

Source Werld Trade Seasnne, 1990

Table 4
Irrigated Rice Production Cost Per Hectare
Selected Asian Countries, 1938
(in L'S%)
Country Production Cost
per hectare”
China 158
Induonesia
W Java 37
C.Java LiYFd
Philippines
Graviry 909
Decpwell 26
Thailand 5725
South Vietmam 461

*Cast items include current inputs, e, femilizer, chemicaly,
and others, and fised capial, c.g., labor and land.

Source: World Rice Seatinies, 1990,

irrigated ricelands. Despite artempts to put a lid on land conversion, the
trend ix still speeding up with more than a hundred thousand hectares
already lost to non-agricultural use. In Mindanao, the incursion of
banana plantations into rice farmlands is expected to intensify with the
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proposed lifting of Letter of [nstruction (LO1) Nos. 50 and 790, which
will open the floodgates for banana expansion.

Alool ar Figu re 3 shows the coral land area in rhe th]ippinu,s and
the distribution of land use and vegetation, Agricultural lands consist of
33 percent of the total 30 million heetares, OF this, 31 percent is devoted
ro rice, 12 petcent to corn, and 57 percent to other agricultural crops
(Figure 4). OF the total rice area of 3.2 million hectares, the Bureau of
Soils and Water Management says that 97 percent can be considered s
prime lands (Figure 5).

But this seems to have been missed out by the government in its
frenzied drive to industrialize and carch up with its Asian neighbors.
Under the agricultural component of Philippines 2000, the Medium-
Term Agricultural Development Plan (MTADP), the present three
million hecrares devoted o rice will be reduced and pegged at 1.2 million
hectares, With unrealistic projections regarding yield, the MTADP
hopes to achieve rice self-sufficiency in the year 2000 through intensive
agriculture while ICUI‘.IV&%I'E[HE the remaining rice farmlands into the
production of commercial crops or pasture lands for livestock.

All together, the above factors make rice production a losing
venture for small farmers. With che Philippines becoming uncompetitive
in rice.production especially when compared to its Asian neighbors, self-
sufficiency in rice production has become less preferred than the dependence
o rice imports.

Figuire 3

Distribution of Land UsefVegetation
{Tedal Land Area = 30,004 202 has.)
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Figura 4
Distribution of Agricultural Land Use®
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“Lands are classificd as agricultural iF they are devored to agriculoural
activity such as cultivation of soil, planting of crops, growing of fruic
trees, raising livessock, poulty, fish, o aquaculers produces, including,
the harvesting and immediate processing of such, and other farm activities
and practices in conjunction with such tarming operations done by
persons whether satural or juridical.

Source: Cited in “Land and Water Resources Conservasion and
Sanagerent Plan,” Doparoment of Agricultuee, January 1, 1932,

Figure 5

Tatal Rice Area Coverage
{Total Rice Area = 3,305,279 has.)
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Source: Cired in "Land and Water Resources Conservation and Management
Plan," Department of Agriculmre, January 1, 1942,

Of course, GATT does not propose to open the floodgares af food
imporration abruptly, Developing countries are given 10 years, ac the
most, to master the rules of trade, adjust their policies, and ger the feel of
the market. After which, free trade is expected to reign  globally and
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determine the competitive products thar developing countries need o
P F P
produge. For those which will remain net-food importers, or those which

will eventually become one, GATT proposes to respond 1o the fomd
nmda_ thruugh food aid.

A glimpse of this is captured by the present  state of African
countries who are now eternally dependent on the so-called kindness of
dmf:lﬂp::d countries forsomething as basicas food. The Afnican experience
alone is sufficient proof that, however convenient, depending on imports
to address food needs cannot, in the long run, realistically ensure food
SECuTIry.

Agrarian Reform
Land redistribution, by the admission of the Department of Agrarian
Reform (DAR) itself, hasso far been achieved at 20 percent ofthe targered
10,3 million hectares covered by Republic Act No, (RA) 6657 or the
Comprehensive Agrarian Reform Law (CARL) Even in rice and com
lands; where tenancy was supposed 1o have been eradicated 22 years ago
thmugh Marcos' I’rmdcnnnl [Jecree No, (PPLY) 27, Land redistribucion is
still far from complete. This is heing aggravated by land reform reversals
 where Cerrificates of Land Transfer and Emanciparion Parenrs have been
Ceancelled  because of DARYS :ippriwnl of either landowners retention
rights  or exemprions  arising from  conversion of lands into non-
:gncultura] use.

VWhy thenwould GATT affect agranian reform? Arascage wherein
the CARL is being besieged with amendments not merely slowing it
down bur effectively diminishing its coverage. the shift to free trade will

“also affeet land wtilizarion.

The liberalizarion of land ownership has already been underway
(with the passape of Republic Act No. 7652 or the Investors’ Lease Act.
This was passed 1o encourage foreign and big investors to invest in
agtibusiness. It also allows investors, including foreigners 1o lease land
up o S50 years, renewable for another 25 years. [t muse be remembered
that the Constirution specifically disallows foreign entinies to awn land,
The Investors lLease Ac allowing a 75-year lease is tantamount o
ownershp.

In the face of persisting monopoly over Land, as a resule of ineffecrive
agrartan reform programs, GAT T will exacerbace the existing inequalities
telated to land owiership and control. Free trade subjeces the land o the
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market — its use being defined in terms of marker efficiency. With
agrarian reform far from being complered, land redistribution will be
merely reduced to economic efficiency. Tenancy, which is related ro
backwardness, still persists in the countryside. The failure ro achievea
tharough going Jand redistriburion scheme has not only ted up the
producrive forces in the countryside o the hackwardness of renancy buc
has also failed to gain increasing productivity which allows agriculire
to regain its competitive edge. Corollarily, this weakness isar thecore of
the inability of the rural economy to attain dynamism in terms of it
potential for production and as a market.

Given the policy bias against the aprarian secror, the effectivencss
of agrarian reform through CARL is doomed. The GATT and the
liberalization that it offers will further diminish any hape for real and
genuine land redistribution, With less  government political will and
intervention, land urilization will be left ra the markee forces. Maorcover,
the support services necessary to make agrarian reform sustainable in
favor of the farmers will suffer major cutbacks as a result of deregulation,

Alook ar Figure 6 showing the 1994 National Bu dyretary Allocation
is very revealing. The combined budger allocated for agriculture and
agrarian reform constitutes a mere 2.3 percent of the total budger. What
is really disturbing is that the largest allocarion of 27 percent is allocared
for debt service. Resources, which could have been channeled to

Figure 6
1894 Hational Budget Allocation
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Source: 1994 General Appropriations Act
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“Given the policy bias against the agrarian sector,
the effectiveness of agrarian reform through CARL is
doomed. The GATT and the liberalization that it
offers will further diminish any hope for real and
genuine land redistribution.”

development efforts, are still being eaten up by the debt thar continues
toburden the people, This does nat augur well for the millions of peasanes
who roil the Tand.

Recommendations

There are two levels of recommendations that need o he cansiderad
regarding the issue of GATT. [n the short run, the government should
undertake the followimg:

l. Broad and far-reaching discussions and consultations on the
GATT should beinitiared o allow the citizenry ro know whar it is, study
its implications, and propose a position  regarding the direction  of
government policy, This should serve as a requisice before the Senate
ratifics the country’s adherence ro the GAT'T,

2, The debate on GATT should not be limited 0 government
institutions such as the Deparement of Trade and Indusery or the Senate.
Getting a broad consensus on how the country should posture ieself on
the CATT and similar rrade and development  negotiations should
inviolve peaple’s organizations, non-government organizations, and rhe
pr!v:l L& SCCior.

3, The implementation of the agrarian reform program should be
accelerated with priority on placing all private la ndholdings wirh an area
of S hecrares and above under compulsory acquisition and for
immediate discribution o peasant cultivators.

In the medium-term, the following measures are hereby proposed:

| Seriously review and consider the revision of the Medium Term
Agricultural Development Plan, specifically, its component on GPEPR, o
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fully develop the three million hectares of price rice lands and rationalize
the carn production wis-a-us the program on livestock,

2. Stop all legistative amendments aiming to furcher deprive the
Comprehensive Agrarian Reform Law of its  redistribucive  intent.
Implement land transfer and distribution of all public lands and all
private lands 24 hectares and above.

3. Provide full government support for food self-reliance. Review
the national budget and increase allocation for support  services,
specifically credit, post-harvest, irrigation, and marketing support for
small farmers, particularly the heneficiaries of agrarian reform, and chose
owning three hecrares and below,

4. Retain Section 23 of the Magna Carta of Small Farmers (RA
7607) and maintain the arrainment of food self-reliance as a national
target and policy.
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