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In this chapter an éxaminafidn will be made ofith?rhibtofiééf~ 

~price performance from which a rice price poliéy will be developed;l, Such a

‘policy must be aufficiently'flekibie tq/pé;;it maintaining the relative'rice.

price stability so essential a part of the infrestructure if economic’prpgfes
and related economic and social objectives are to be realized. This will be -

apprbached in the following order: (1) Inter-temporal prices, (2) inter- ‘

'spacial prices, (3) price and quality, end (4) a rice price policy.

11, Inter*temporal Prices .-

+

1. Secular price variations

a. Domestic long-run price movements. Secular price move-
- ments for the wholesale price of milled rice in the Manila market from 1914

‘lto 1970 are shown in Chart VIII-1, Before 1941, prices dropped gradually over

the‘eutire péribd at the annual average rate of 1.9 percent, with major

declines evident after World War I and during the depression of the 1930%s.”

. Americans were interested in low costs in export industries so tariffs remained

. . 3
~ low with rice being imported in years of poor harvest:'!

. ,’ ljcbvernment organization to implement this policy is discussed in
__"Chapter XI. / ' C s
L £/prices in 1925 and before were reported only as an average of
1 grades &nd rice varieties in the market. They are probably only loosely
omparable with prices after 1925 which were an average of the prices of Macen
“and 2nd class. In this long-term evaluation, this average price has been
a proxy for "the rice price" as different.varicties and grades tend
together maintaining relative price differentials.’ '

s ' é’Gerardo P. Sicat offers another explanation, He points out that
 the rapidly increasing agricultural production from 1902-1918, induced by
increased demand from the opening of the American market on a preferential
basis to Philippine exports, slackened between 1918 and 1938, As exports fell
from their high levels, the price of rice also went down, an offshoot of the
reduced consumer purchasing power, See "Philippine Economic Growth Since 1902
Overview,” University of the Philippines, mimeographed Discussion Paper #6
ber 17, 1967), pp. 4-8, . ‘ e .
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the rate of 1ncrease has been very nominal only appg
percent a year, This increase occurred ‘almost entirely 31nce th &

‘ ian in 1962, Similarly, another steep rise in money terms is

ted after the inatitution of the floating exchatgge rate in 1970,

’v,

. Since 1956, while its year to year fluctuations have diffare&
{,t from those of other prices, the average atmual rate of increase in

Maana rlce price has been less than 1 percent great:er than for prices

5/

€. the other goods in the consumer Price Index (CPI) 2 'me rice pri.ce 1ndaa:“

') in mid-1970 was only 6 percent h:lgher than the index for other

as ahawn on Chatt VIII-2.

- Some students of cyclical movements will undoubtedly unravel the :
fﬁr‘theiéyélical nature of rice pri.cé movements. ( Cyclical pefiods
m ptidea appeav approximately 3 years apart while the trend of prices

k'fher goods in the CPI is almast linear, ﬁvious passible factors i

.

3 elections, weather! and grices of important substitutea ‘show no con=;

e, s

correlation with t:he rice price cycles. if the answer could be

-

4/More precise price statistics are’ available after the mid-l?S
ig methods and claasification procedures being improved over the

A«m&:‘uanplete smry of soutcea of price data is shown in Ap::e’. i&c

5,It'x the Central Bank Manﬂa CPI, rice price refera to lst clas
»Blm varieties.

: ¢ ’ .
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,th 1low World prices, free importation could have tempered 1nf1ationa
tendenciee. A radicai decline of rice prices relative to. other prices, cou
have reduced rice production 1ncentives and aggravated the rice deficit and

»ddrain on. £oreign exchange experienced in 1971,

c. Regional price movements, On the regional level since
i\

j‘f1957 retail prices of rice in all the major trading centers have increased

~_secularly at an annual rate of approximately 6 percent. In real terms, this ;
annnal increase was only about 2 percent (1 percent in‘Laoag), see Chart'
VIII-5. ' Tbie rise in the rice price relativevto other prices is ome Qf ;ﬁ;,

L]

'faetofs,tending to mask the effect of a small income elasticity of demand ﬁot

7/

:ice‘obsetved on cross-sectional studies.=

This similarity in different markets of the rate of price inctca;e
’is 1ndicative of the close 1nter-relationship of the separate markets in the
‘ 1onger run, This inter-dependence is. less obvious in the ahorter run, ‘Foi:’
example, in 1962 the average price in Cotabato was only 6 percent above that‘
,in Iloilo, the differential elimb1ng to 13 percent in 1968, However, this
price difference is much less than those observed between major populttion
centers in«Indonesia in the eariy_1950~s. eAverage prices‘in somekyears were,
dabout-SO percent‘higher in eities id Sumatta and Borneo than in Djakartadg :

.

d, ReletiVe'grice moveﬁents of rice and substitutes. Od e

 secular basis from 1958 to 1969; the,price relationshiﬁs have changed very
: : : Very

.
7/ :
= See Chapter 1V, page .

) 8/Leou Mears, Rice Marketigg,in the Republic of Indoneaia,
Pembangunan Press, Djakarta (1961), p. 109.
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Seasonal variations 1n and between markets

‘/rf’ Seasonal variations at; marketlng centers anﬁ fnrm

jgﬁglg. Seasonal retail rice price 1ndices in two major. centers (Manil
; baﬁatyan and‘Iloilo) follow roughly similar patterns with highs genegaf
A fftember/October'before;harvést andylows'from_JanuaryrtojApril‘aftefy
'harvest, as shown invcgaQt VIII-6., In contrast, Cotabato éndvxligan
experience seasonal highs from May to July (July to QOctober in Iligan) and
:;fyomrJanuary to March,‘atso,before and after hatvest. This crises fram_

»

different monsoon. and harvest seasons.

%
‘y -

: seaaonnl variations of farm pfices of palay follcw gomewhat
QTmilar patterna but precede (lead) the retail fluctuatlons. To~111ustra§e3;
.geasonal indices of farm and retail prices for Manila and Iloilo end their

,interlahd supplying-regions afe’reiatgd to harvest patterns on Chart‘VIII,

alay ptiées oﬁ the farm begin to de¢line frdm'séasonal peak§ as the méjo:“
Pafvgqt starts and(thgn droﬁ rapidly to~re;ch their low point at the hé;gﬁt
;of the harvest. Cohsidering the ﬁime required for prbcessing and moveme
-of palay and rice from ‘farms to market centera,/tétail rice prices remai#y
‘high even aftgf harvgsting has begun. They decline several months latér’
- palay prices. Palay prices then étart'théir rige soon after harvest season
‘peaks with retail prices agaln following but not until somewhat more tha
months later, The advantage of milling stocks rapidly to reduce heavy
"invehtOry-finanging and prevent,deterioration of insgfficient;y dtigd

maintaing a steady flow of milled rice in large volume that‘hclds:§ri

'in*city,markets.
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casayan Valley regi.on, éhe rcentage price increaae bet:ween the sea onal

and high is conaiderably larger (in one case double) at farm than at tetaii

'_pply to demnnd and 18 forced to sell most of his palay shortly-after ha

- $trong price fluc‘tuations are to be expected, In contrast, the amount of *
‘ offered at retail 1s more evenly diatributed thmughout the year under the
control of ﬂholesalers and millers (and at times the RCA) who 3enerally esn
~arrange: both storage and financing.A Thus it would be expecced that the zia
in retail price from its seasonal low should be more closely related to ‘
costs of holding, with exceptional fluctuations around this level arising
becauae of 1ncomp1ete crop, stock and weather information on which to baSe

supply decisione. /;>

»

~

///11 marketing centers studied show a declining range of sea

fluctuatians of retail prices, comparing seaaonal irdices of- the earlt‘

lﬂlkrtea Iags of recail behind farm price fluctuatt‘
;_ diseusaed m more detail in Chapter IX, pe. e

11’ﬁide»prige fluetuattons could also reflect POO1
;eisi.ons by Gowmut ing :he need fm- inportau ; -




“tABLE v::z-z"‘

l?arm and Retail Price Variations from Seasoml

“Tow to Seasonal High for Selected
Regions 195771970 & 1962/1970

FARM PALAY PRICEL/ "~ RETAIL RICE, §§z§§Z
% Price Increase "% Price Inorease
from Seasonal - Low from Seasonal Low
to Seasonal High o _to Seasonal Hig&:
1957/66 1962570 Trading 1957/66 1962/70

Index - Index Center Index Index

gayan Valley 14,5 11,1 Tuguegarao 17.9 9.3
‘Central Lugon 17,9 15.2 Manila . 9,63/ 7.9
Tocos . 20.8 22,8 Laoag 127 9.5
N.E. Mindanso 13,4 10.9 Iligen 7.4 45
8.W. Mindaniao 123.2 19.2 Cotsbato 15,6 - 12,3

" Western Visayas 23.3 20,1 TIloilo 16.9 13,1

1/ Macan ordinario variety,
2/ Macan 2nd' class variety.
3/ 1955/1966 period,

Sources: Basic prices! See Appendix I,

«




'

period 1957/66 with those of 1962/70

~Theseklowet ranges'éhégéa~'

'.improved effectiveneas of the RCA ceiling-price control (eSpecially after

1965) and improving infrastructure including irrigation and second cr099£ngr

,/§;;aona1 ranges of farm prices followed the same general pattérﬁ

but with secular improvement less pronounced that at retail levels. In-

creasing production per hectare, with little accompanying increasé'in'storagé

or drying facilities for the farmer, brought rapidly increasing palay sales_

) at harvest time. Improved floor-price mainteﬁance offset the'effecés of

: these increaaed sales but the remaining net gain in price stability was much

T ST

. smaller than at retail. In the Ilocos, the range of price fluctuation

widened slightly at furm level, The increased price spread reflects a shortage
13/ '

of storage,~~

12/With price fluctuation range expressed. as a percentage increase
from seasonal low to high, .

lg/Mangahas called attention to an interesting variant within the

Central Luzon to Manila marketing ¢hannel. He found seasonal fluctuations
from seascnal low to high for palay ordinario in Cabanatuan to be larger postwa
 than prewar. In the 1925/41 period this seasonal range was only 13.6 percent“‘
rising to 17.3 percent in the 1949/64 period.  Mchar Mangahas, et al, Pro-
duction and Market Relationshig for Rice and Corn in the Ph111221n28 The Inter
national Rice Research Imstitute, Technical Bulletin No. O1, Los Bafios, Lagunu
(1969), p..50. More recent statistics indicate this trend of an increasing .
seasonal price spread {5 continuing, with a 20,0 percent range in the 1962/69 -
period, This recent increase could hardly reflect inadequate storage capacity
growth if such capacity was surplus in the 1960's, as suggested in the Weltz-
Hettelsater study, torage, ggndligg and Msr ket_gg of Selected Crops in the
, Kansas City, Missouri (June 1968), p. 229, The
increasud spread in the latest period is partly a reflection of distress pxice
paid on new high-yielding varieties harvested during the rainy season when
drying equipment was inadequatc. HoweVer, this does not explain why
Cabanatuan seasonal swings move contrary to those of its supply region,
Central Luzon, or why this trenc bas continued since prewar, .

o



Baminad or ordinary-uacan varieties. This was surprising as it'woulé-
'expected that the better varieties would face a more inelasfic demand wi

their consumption dertvedvlargély‘from‘higher income groups,

/By comparison, the degree of price fluctuatioms at retail frdﬁl

| seasonal 1oﬁ”tq high are all considerably smaller than the range of 24 P

percent found in Djakarta, Indonesia in'the mid-1950's;l£[ In Taiwan; wh‘
almost universal double cropping pius sophisticated stock manngément has
-enabled holding fluctuations close .to the ninfmum set by the coatan-hoiéi

the retail seasonal high (1959/63) was only approximately 10 percent abeeﬁ

15/ , S
the.l_ow."2 Fluctuations in most regions of the Philippines compared favorab

with the Taiwan experience, some being‘evénllower. With transport and ware-
housing (S.W,. Mindanao) constraints, the larger variations found in Iloilc

and Cotabato might be expected.

__— ‘ 3) Wbrld'magketbseaéonal pricc vgggggiohs. Rncwledge
of seasomal price fluctuations cen-be helpful in gqiding decisions as to ‘:
tiﬁingfof 1m§orts or‘expoits. uUnforthnately, harvests in most other majdru
proquciig aﬁd coﬁsﬁming c&untries are no; timed io the advantage of the Phil

pines in this régard.’.The seaeonalyinaex‘of>export prices for Thailand A-1

14ILeon Mears, Oop. cit., p, 111,
15{&3 reported by Randolph Barker in "Price Policy and Rice
Produccion," mimeographed paper presented at International Rice Research
- Institute Seminar, Lnn Baﬂos, Laguna (October 21, 1967) from Taiwan :
, Bureuu, Taipei./

d



Sures: Basic prices; see Appendis I
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