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Abstract

The objective of the study is to determine cost-effective interventions that will reach the critical mass of players within the Philippine organic rice value chain, with the requirements of the market as the starting point of the research. To design strategies and programs necessary for the organic rice industry to flourish, the requirements of the target customers were cross-matched against the competencies, capabilities and resources of both the Philippine Rice Research Institute (PhilRice) and the existing players. 

The subsector analysis involved the determination of functions, participants, markets and market channels for the current organic rice produced in the Philippine Archipelago. Benchmarking with progressive and organic produce-exporting countries was done for parallel analysis.

Based on the results of the preliminary study, systems and structures to ensure the integrity of the organic rice production value chain is of prime importance for the industry to flourish.

Introduction/Problem

The Philippines is an archipelago of 7,107 islands with a land area of 300,000 sq. Kilometers
. Rice is one of the major crops and is cultivated in an area of about 40,600 km
 (equivalent to 4.06 million ha or 13.62% of the total land area). Rice is a very important crop in the Philippines because it accounts for 35% of the average calorie intake of the population, and as high as 60-65% for households in the lowest income quartile. Also, the rice industry has the highest labor absorption (11.5 million farmers) among the subsectors of Philippine agriculture
.

The Philippine organic rice industry is in its infancy. The area devoted to organic rice production is about 0.35% (14,209 ha) with 34,990 farmer adaptors. The primary movers of the industry consist of development organizations that are working toward the goal of alleviating poverty among marginalized farming communities of the archipelago. However, Philippine organic rice is yet to be labeled as “organic” because the functional definition for the product is not clear. This may be because the National Standard on Organic Rice Production and Processing is still under consultation; therefore, the production systems and quality definitions for “organic rice” vary from one group to another. In the global scenario, the Philippine organic rice is not very competitive because (1) there is no local agency (with a commanding presence worldwide) to monitor and evaluate local certifying bodies for organic rice production, and (2) the policy environment of the country as a whole is not supportive of organic rice commercialization.

Methodology

The objective of the research is to design appropriate strategies and programs to ensure a steady market for Philippine organic rice. Subsector analysis was done to determine the bottlenecks within the value chain, leading to the design of cost-effective interventions. The Subsector study included focused group discussions (FGDs) with the prospective customers, the technical and extension personnel of PhilRice, and, with the Philippine Organic Rice Technical Working group
. Immersion with the rice (organic and inorganic) value chain players – farmers (producers), extension workers, scientists, distributors, community organizers, etc. – was done to collect the subsector’s market data and to gather insights and concerns regarding the commercialization of organic rice. Delphi method (interview with key informants) was applied extensively (1) to verify the primary and secondary data gathered from the subsector players, (2) to gather insights about European buyers, (3) to benchmark against progressive countries and organic crop-exporting countries like Australia and New Zealand, and (4) to minimize the cost of gathering data on possible market channels.

Focused Group Discussions (FGDs)

The FGDs conducted with the farmers’ group, the target customers, and the technical staff of PhilRice were held in November 2004. The FGD conducted with the Philippine Organic Rice Technical Working Group, however, was conducted in January 15, 2005, after the list of projects related to organic rice commercialization had been finalized at the Institute. The slide presentation for the FGDs conducted with the target high-end local customers and the technical and extension workers of PhilRice were the same. The objectives of the discussion for the two FGDs, however, were different - the FGD with the high-end customers was geared towards designing an effective marketing strategy (by determining the customers’ definition of quality), while the discussion with the technical and extension workers of PhilRice was focused on the aspects of production. Moreover, the FGD conducted with the Philippine Organic Rice Technical Working Group was aligned towards a convergence strategy to further strengthen the foundations of the Philippine organic rice industry. Furthermore, the discussion with the leaders of the National Rice Farmers’ Council was intended to gather insights about the rice farmers’ definition of  “quality life.”

FGD with the target customers
The discussion with the target customers was held in PhilRice on November 20, 2004, with twelve participants from the local high-income social class – the officers of the Philippine Chamber of Commerce and Industry – with the presence of the Executive Director, the Deputy Executive Director for RD&E (Research, Development and Extension) and the Head of the Environmental Systems and Standards Office (ESSO) of PhilRice. The objective of the activity was to design an effective value proposition to capture the interest of the local high-end market that is willing to pay a premium price for organic rice and provide a steady market channel for the product.

FGD with PhilRice Technical and Extension Workers

The discussion was conducted with fifteen technical and extension personnel coming from the seven stations of PhilRice – Nueva Ecija (CES), Ilocos, Isabela, Los Banos, Visayas, Agusan and Midsayap. The FGD was facilitated in PhilRice-Central Experiment Station (CES) and was conducted to (1) discuss the goal of the organic rice project (that is, to increase the productivity of marginalized farming communities), (2) to level off views, expectations and concerns about research and extension work for organic rice, and, (3) to gather insights on how PhilRice can effectively play a role in organic rice commercialization.

FGD with the Philippine Organic Rice Technical Working Group

The FGD with the Philippine Organic Rice Technical Working Group was conducted in Norfil Foundation Training Center, Manila, on January 15, 2005. The Technical Working Group participants consisted of fourteen leaders from development organizations engaged in organic rice production and trading. Briefly, the participants were acquainted with the research, development, and extension capabilities of PhilRice. The presentation also included (1) the list of projects related to organic rice commercialization (with the corresponding budget allocation of each), (2) the assistance that had been provided to the organic rice producers during the past year (2004), and (3) presentation of the preliminary subsector data
. The participants, on the other hand, were encouraged to interrupt the speaker should there be insights and/or concerns related to the topic contained in the slide presentation. Finally, a free-flowing discussion was initiated concerning the formulation of an effective convergence strategy that must soon be implemented.

FGD with farmer leaders

The discussion was conducted with a group of farmer leaders from the National Rice Farmers’ Council of the Philippines. The FGD was done in PhilRice CES with five participants, including the farmer-leader Ka Jaime Tadeo. As previously mentioned, the objective of the discussion was to determine how farmers define “quality life.”  

Immersion with the rice value chain players

Immersion is a continuous process that had been started in October 2003. The purpose of the activity is to capture the hearts of the stakeholders to get reliable data (because a questionnaire-type survey is not as effective in getting the “right answers”). Immersion involved familiarizing oneself with the farm community’s way of life and become “similar to them” by getting accustomed with their norms and by learning to “speak” their language. The information that has to be gathered in the process include (1) the educational attainment and competency level of most of the farmers, (2) average age, (3) what accounts for poverty, (4) stage in rice production with labor scarcity (for responsive mechanization), and (5) the condition of women and children in the community.

Preliminary Market Research

The purpose of this was to determine how the product will be handled and packaged. Convenience sampling was done to save time and cost of delivery. The purpose of this was to determine how consumers of the local and international market define product quality. For local customers, a set of rice samples was provided to housewives and single professionals. The nature of the project was explained to the takers upon acceptance of the sample
. For international correspondents, cooked organic rice was served together with inorganically grown white rice to guest(s) from the EU, Australia, and other countries being targeted for organic rice export. The guest(s) was/were informed about the identity of the rice sample. The international guests were also observed on how they make their choice of what rice to take. Whichever is applicable, the interview was done during or after the meal. Raw rice samples were also sent (hand-carried or door-to-door delivery) either coded or labeled to correspondents from the EU, New Zealand, Australia, etc. Should there be correspondents willing to assist in doing the taste testing, rice samples were given in sets with cooking instructions and a questionnaire. Feedback on how the rice was prepared and how taste testing was done were collected from the correspondents
. Other correspondents were each provided with 1-3 kg of polished organic rice (long-grain or naturally pigmented) that they hand-carried on their flight. 

The samples intended for New Zealand, however, were returned at the time this report is being written due to the need for an entry permit from the country’s Ministry of Agriculture and Forestry. Fifteen samples will be resent after the permit is acquired.

Results and brief discussion

Based on the preliminary results of the subsector study, organic rice is being produced primarily for farmers’ household consumption (market volume equivalent to US$9.75 Million). The other channels include local area-based sales (market volume= US$3.7 Million), institutional buyers (market volume = US$ 0.86 Million) and individual urban consumers (market volume = US$0.42 Million). The estimated local monthly demand for organic rice is 800 metric tons, with an estimated 70% demand gap. The export market channel is open and has great potential for development. 

Local and international buyers generally prefer organically grown traditional pigmented and aromatic rice varieties rather than high yielding varieties. The primary concern of local and international customers is the assurance of the integrity of the organic rice production management system. Therefore, systems and structures must be developed to harmonize quality standards covering the whole management system. However, it will take some time before Philippine organic rice can be labeled as “organic” for the international market. This is because the Philippine National Standards for Organic Rice Production and Processing are yet to be introduced worldwide, and local producers cannot afford the cost of certification. In this matter, fair trade is seen as an alternative system to be able to penetrate the international market while developing the ability to produce certified organic rice. 

European buyers are concerned with the consistency of the product in terms of sensory parameters. Sophisticated packaging (i.e., vacuum pack) may be done but is not as important as product consistency.

Product sampling also provided the insights about the R&D needed for processing organic rice. The observations were discussed with the players during the FGD. Weevil management with packaged rice and low head rice recovery has to be addressed immediately because it affects the profitability of the venture and the appearance and shelf life of the product. Since synthetic pesticides must not be used to control the proliferation of weevils on packaged organic rice, R&D must be done on packaging and alternative treatments. To address low head rice recovery, R&D on harvesting, drying, and milling of traditional rice varieties must also be undertaken.

Based on the data gathered on immersion (with rice farming communities) and on the discussion with farmer leaders, quality life (as defined by the rice farmers, in general) is simply (1) having enough nutritious and “healthy” food for three square meals a day, (2) being able to send the children to college, and (3) having alcoholic drinks (lambanog, gin, beer, etc) for merry-making
. For the rice farmers, healthy food is organically grown because they believe that chemicals are not good for the body. Rice farmers also view food security to be not only the abundance of food in the country, but also having the means to buy the “right food” for the family. The other issues gathered (and verified) among rice farmers included  (1) that there is a need for a source of consistent supplemental income to augment the seasonality of rice production, and (2) that commercial production of organic rice is difficult because environmental resource recovery is tedious since the opportunity cost of labor is high in most rice-producing areas such as Central Luzon, and Filipino farmers are generally aged (range is 30 – 90 years old).

Conclusion

It was found out that one of the most important functions needed for the Philippine organic rice subsector to flourish is integrity assurance. In this matter, PhilRice, as a government entity, must take the responsibility of harmonizing organic rice certification and fair trade standards and ensuring the integrity of local certifiers by supporting claims with analytical data.
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