Country Brief:  Philippine Dairy Industry

Brief overview
Two distinct sectors make up the  Philippines’ milk industry:   a huge importing and processing sector that supplies over 95% of the milk requirements of the country and a small milk producing sector that provides the rest of the supply.  About 80% of imported milk is in powder form.  In terms of liquid milk equivalent (LME), the local supply does not exceed one percent.  

The milk producing sector consists of an informal group of individual unorganized producers and a formal sector that is made up of about three distinct groups:  the smallholder producers with 1 to 10 head of milk animals,  the smallholder producers with growing dairy herds numbering from over 20 to about 75 head of milk animals and the producer-processors that maintain farms with about a hundred milk animals or more,  operate a milk pasteurizing plant and undertake marketing of milk in urban centers.  In all cases, the producer-processors also procure raw milk from smallholders.  Hence, the Philippines’ milk producing sector may be characterized, on the whole, as a smallholder-based sector.
Slide 1  Milk Flow Chart that traces the transfer of milk from farm to market.

Slide 2 Industry numbers:  milk volumes, number of milk animals and number of dairy farmers in the dairy producing sector.
Status and structure of the dairy strategy

The country’s dairy strategy is spelled out in four documents:  the Medium-Term Dairy Development Plan and the Dairy Industry Development Model (DIDM) of 1989, the National Dairy Development Act of 1995 (Republic Act 7884), the Dairy Road Map of 2004 and the Dairy Fast Track of 2008.  Currently filed in the legislature are two dairy-related bills:  one contains amendments to the dairy law and a second one legislates a milk feeding program for children.
Basically, all these documents have similar strategic components namely:  herd buildup, dairy business enhancement, milk quality assurance and milk feeding for children.  The emphasis on smallhold dairy, while clear in policy statements, would vary in intensity based on the priorities of incumbent officials.  
Slide 3.Basic strategies
Policies affecting the sector

The Philippine Department of Agriculture prioritizes the development of the Philippine dairy industry, recognizing the growing demand for fresh milk by the specialty coffee shops, hotels and restaurants as well as by the local government units for their milk feeding programs. While the Philippines cannot compete in the powdered milk market, producers focus on supplying fresh milk to the market and maximize the returns from the premium product. 

Following are specific policies affecting the dairy sector:. 

· The Dairy Act’s statement of national policy upholds government support for dairy development to alleviate rural poverty,  to address widespread malnutrition, to minimize imports and  to ensure food security. 
· Priority is accorded to smallhold producers as suppliers for milk feeding programs.

· Animal loan programs that provide credit for the acquisition of animals are provided at rates slightly lower than commercial interest levels.

· Tariff on dairy imports have been significantly reduced to the range of 0 to 5% since 1998 exposing the local industry to pressures of cheap imported milk products.
· There is an ongoing policy debate on how to balance the focus and support for dairy buffalo and cattle-based dairy projects.
Slide 4 The Dairy Zone Model 
How strategy was developed and implemented

· A participative process was pursued involving smallholders, commercial players, legislators, local governments and support agencies.  The process, to some extent, insulated program implementation from purely political considerations.
· Official Development Assistance (ODA) and civil society support were important enabling factors.  ODA, for example, was over twice the level of budget support for the National Dairy Authority. Seven new dairy zones established in the last five years were funded through ODA. The Dairy Confederation of the Philippines, the third level national organization of cooperatives has been doing the advocacy work on behalf of the sector.
· Private mainstream technical expertise was accessed to augment milk quality program and enhance product development capacity. The Dairy Dvelopment  Foundation of the Philippines, Inc. (DDFPI) was instrumental in building linkages for the industry.
Slide 5 Enabling Factors
Major constraints of the dairy sector

· Intermittent support from government

· Shortage of dairy stocks

· Limited industry entrants
· Competition with cheap imported milk powders

· Trained technicians and farmers leaving the country to work in dairy farms in New Zealand and Australia.

· Improve productivity of animals on the ground

· Increase herds through intensive local upgrading

· Increase the number of smallhold farmers generating profits from dairy enterprise.
· Support the establishment of breeding farms to supply new industry entrants with good dairy stocks.

· Continue training of farmer technicians.
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