Annual Regional Economic Situationer

A GLANCE AT CAGAYAN
VALLEY’S ECONOMY IN
CY 2014

Macroeconomy

The region’s economy in CY 2014 exhibited a more robust per-
formance relative to the preceding year with the general im-
provement in the Agriculture sector and the sustained growth in
the Industry and Services sectors.

During the year, the Agriculture sector, particularly the crops
subsector, recovered especially in the production of palay and
corn. Collectively, other crops also posted improvement in pro-
duction at 12.03 percent. The positive performance was chiefly
attributed to the overall favorable weather condition during the
year and the sustained support and assistance of the various
regional agencies and local government units in promoting and
further improving the backbone sector of the region’s economy.
Nonetheless, marginal decline was registered along the fishery
subsector due to the drying up of some ponds and some com-
munal bodlies of water.

The Industry and Services sectors’ vibrant performance was
indicated by the uptrend in business registration, investments,
tourist arrivals, and construction activities. Other noted feats
were the increase in loan availments, land transport services,
and mining and quarrying production.

Prices of basic goods and services measured by the inflation
rate was higher for the year. Such increase was predominantly
accounted by the rise in the prices of food especially rice due to
the tight domestic supply condition in the country, hence, af-
fecting the price in the region. This was however moderated by
the slower price increase in the majority of non-food commodity
groups.

Employment opportunities for the new addition to the labor
force for the year was inadequate as indicated by the decline in
employment rate from 96.8% in CY 2013 to 96.3% this year.
Albeit the slight decline in employment, quality of employment
as indicated by the underemployment rate showed an improve-
ment from 12.9% in CY 2013 to 11.2% this year.

The subsequent sections include a more in-depth discussion of
these performance levels.
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MACROECONOMY

Inflation

The region’s average inflation rate, which pertains to the percentage change in the price index of the re-
gion’s basket of basic commodities, stood at 4.0 percent in CY 2014. This was 0.6 percentage points higher
compared to 3.4 percent inflation rate registered in the previous year.

The continued uptrend in inflation was driven mainly by the higher prices of food especially rice. Price index
of rice soared by 12.0% (from 4.7% last year) owing to the tight domestic supply conditions in the country
that influenced regional prices. Other food commodities that posted significant increase in price index were
Oils and Fats (from -5.1% to 14.0%), Sugar, Jam, Honey, Chocolate and Confectionary (-0.3% to 5.6%),
Vegetables (from 2.1% to 7.4%), and Food Products N.E.C (from 2.0% to 5.9%). The sustained demand
amid the lesser domestic supply contributed to the higher prices of said commodities.

Nevertheless, the lower inflation of non-food commodity groups cushioned the rapid rise in the Food and
Non-Alcoholic Beverages inflation. Marked slowdown in the inflation rate of Alcoholic Beverages and Tobac-
co (from 36.5% to 5.2%) was due to high base effects, i.e. the inflation rate in 2013 was dramatically high
after the implementation of sin tax law, which then made the price index in 2014 exhibit a slower growth.
Health inflation decelerated to 2.1% (from 5.5%) due to the stabilized cost of hospital services. Education
slowed down to 1.1% this year (from 5.0%) due to the normalization of tuition level during the year.
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Employment Employment Indicators, Region 2, CY 2013 and 2014
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the labor force. Nonetheless, the
number of employed still increased by an estimated 7,000 to 1.482 million or by 0.47 percent.

Despite the minimal decrease in employment, the underemployed population or those working less than the
standard 8 hours a day and seeking for more time to work, improved as it went down by 24 thousand to a
total of 167 thousand from 190 thousand in the previous year. This translated to the significant drop in un-
deremployment rate from 12.9 percent last year to 11.2 percent in CY 2014, owing to the increased activities
in various industry sectors such as agriculture, construction, and tourism.

AGRICULTURE AND FISHERY
Palay

Palay Production, Region 2, CY 2013 and CY 2014 (MT)
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The increment in palay output was
a result of the increase in area harvested coupled with the gain in yield. Area harvested expanded by 1.09
percent due to the newly opened irrigated areas in Isabela, recovery of damaged areas and more planting in
rainfed areas in Cagayan. Yield per hectare also improved to 4.25 MT/ha (from 4.14 MT/ha) attributed to the
good water management for the areas covered by the Early Wet Planting scheme. Furthermore, the in-
creased usage of hybrid and certified seeds boosted by the favorable weather condition and sustained assis-
tance from the government were noted to have buoyed the gain in productivity of palay for the year.
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Corn Corn Production, Region 2, CY 2013 and 2014 (MT)
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The positive performance
in production was due to Source: PSA RO2
the 5.02% expansion in area harvested and improvement in yield to 4.24 MT/ha (from 4.11 MT/ha). The
growth in harvest area was attributed to the recovery of areas damaged by TS Labuyo, Odette and Vinta
in 2013. The sufficient rainfall also allowed for more planting in in-fallow areas. The sustained use of hy-
brid and open-pollinated varieties (OPV) of corn seeds and sufficient soil moisture influenced the gain in
productivity.

Other Crops

Aggregate fruit crop production for CY 2014 improved to 509,381.42 MT, growing by 3.39 percent. Major
fruits, namely banana, mango, pineapple and calamansi constituted the bulk (92.37%) of the total fruit
production at 470,527.51 MT. With the exception of calamansi, all other major fruits posted improve-
ments in production. Banana and mango grew by 4.24 percent and 11.95 percent, respectively, owing to
the favorable weather condition during the flowering to harvesting stage that led to bigger and more
fruits harvested. Pineapple also improved by 8.31 percent attributed to the additional areas harvested and
good weather condition. On the other hand, calamansi posted a 6.47 percent production decline due to
the reduced number of bearing trees caused by cutting of old unproductive tress.

Total production of vegetables and root crops likewise recorded strong gain of 17.10 percent vis-a-vis pre-
vious year’s output of 277,946.45 MT. Noteworthy increase of 71.83 percent (from 77,722.57 MT) in cas-
sava production was observed for the year due to the sustained market demand and heightened harvest-
ing brought about by the tie up project of the San Miguel Foods Inc. with cassava farmers tapped as di-
rect suppliers for the production of its B-MEG products.

Overall production of non-food and industrial commercial crops went up by 16.42 percent (from
647,240.94 MT) mainly ascribed to the increment posted by its banner commodities (coconut, sugarcane,
and tobacco). Volume of sugarcane produced grew by 15.79 percent (from 491,489.45 MT) due to the
expansion of area planted and additional harvesting from ratoon areas for ethanol purposes. Coconut pro-
duction also improved due to additional bearing trees and favorable weather throughout the year. In the
case of tobacco, availability of financial and marketing assistance to farmers by Isabela Leaf Tobacco
Corp. Inc. and by local traders boosted the production.
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Livestock and Poultry

Liveweight Production Estimates for Livestock and Poultry
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On poultry, chicken production improved by 3.91 percent over last year’s 55,525 MT output. Factors con-
tributing to the positive performance were the establishment of new commercial farms, availability of day
old chicks from outside and local sources, more stockings particularly in Cagayan, and rehabilitation of
some broiler farms in Isabela. In contrast, duck production was lower by 5.5 percent amid the less back-
yard dressings due to the diminishing inventory.

Fisheries Production Estimates for Fisheries
Region 2, CY 2013 and 2014
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Production from commercial fishing was up by 3.66 percent due to the favorable weather condition that
increased fishing vessels operation in the commercial waters. Additionally, increments in the production of
top contributing species of the sector namely acetes (“alamang’), anchovies (“dilis”) and hairtail
(“espada”) were recorded for the year.

On the other hand, municipal fisheries registered a minimal production decline of 0.17 percent (from
34,062.28 MT) mainly due to reduction in the output of inland fishing. Lesser fishing efforts and the drying
up of some communal bodies of water brought about by the prolonged dry spell particularly during the
second quarter were noted to have contributed to the production cut.

The downtrend in the aquaculture production from 16,306.04 MT in CY 2013 to 14,207.04 MT this year
was ascribed to the decrease in area harvested caused by the drying up of some ponds. Moreover, non-
stocking in some ponds was noted due to low water level and high cost of inputs with the prolonged dry
spell experienced during the second and third quarters of the year.

Farm gate prices of selected agricultural commodities

On the average, palay and corn registered higher farmgate prices for CY 2014. Dry palay substantially in-
creased by 24.21 percent to PhP21.55 per kilogram due to sustained demand from local and outside buy-
ers/traders and good quality of produce. Similarly, price of yellow and white corn posted 7.32 percent and
6.87 percent rise, respectively, on account of the continued demand from traders and millers.

Mixed trends in the average farmgate prices of vegetables, root crops and condiments were noted during
the year. Substantial rise were recorded in the prices of cabbage, native red shallot onion, pechay native,
stringbeans, chayote and mongo. Reasons cited for the increases were the decrease in local production
coupled with the high demand from consumers. On the contrary, the abundant supply from other regions
and increased production led to the drop in farmgate prices of tomato, cassava, pepper finger, garlic, gabi,
ampalaya, sweet potato (camote) and peanut. (See Annex, Table 12)

On fruits, non-food, industrial and commercial crops, majority commanded higher prices during the year.
The increase in price of banana (lakatan and latundan) was due to the sustained demand and bigger and
better quality of bananas produced. Prices of coconut, pineapple and papaya also went up attributed to
the high demand from local buyers and viajeros. Meanwhile, the decline in production of calamansi result-
ed to its 5.93 percent hike in farmgate price. On the other hand, indian green mango posted the biggest
decline in price ascribed to the increase in local production.

Farmgate prices of all livestock (carabao, cattle, hog and goat for slaughter) and poultry (duck meat) com-
modities registered an uptrend in the prices because of the steady demand from consumers/assemblers/
viajeros. Meanwhile, the smaller sizes of duck eggs traded led to its 0.74 percent price cut.
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INVESTMENTS

Investments through DTI's Business Name Registration
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Investments generated from the BNR sustained its positive growth for the year. The growth in firm regis-
tration resulted to the increase in investments at PhP4.259 Billion (up by 7.26%). Across provinces, the
rise in investments raked from Cagayan (up by 15.59%) and Quirino (up by 114.14%) mainly contributed
to positive growth for the year. Among the industries, investment from the construction sector considera-
bly rose to PhP919.43 Million (from PhP265.34 Million) largely due to the PhP562.5 Million investment from
the lone firm registered in Quirino in CY 2014.

Consistent with the increase in firm registration, employment created from these businesses improved by
4.43 percent during the year in review, majority of which were employed in Isabela (38.22%) and Caga-
yan (36.94%). Across the industry sectors, employment generation from the manufacturing and agri-
based production declined by 10.11 percent and 19.06 percent, respectively, due to the relatively smaller
scale of businesses registered as compared to the previous year.

Investments in the Cagayan Special Economic Zone and Freeport

Total number of enterprises/locators registered in the Cagayan Special Economic Zone and Freeport stood
at 176 as of end-CY 2014. This was 23.94 percent up compared to the 142 locators registered as of end-
CY 2013. Of these registered locators, 123 were operational as of end-2014 which was higher than the 97
operational locators the previous year. Bulk of these enterprises were interactive gaming support services/
business process outsourcing (BPOs).

Despite the rise in the number of locators, employment generated during the period in review only man-
aged a slight increase of 1.05 percent to 12,792. This was attributed to the stoppage of importation and
trading of used vehicles, which used to be the second biggest sector of the CEZA locators.

Consequently, capital investments infused by the registered locators improved to PhP14.17 Billion, reflect-
ing a 6.89 percent growth from the previous year's investment figure of PhP13.256 Billion.




CY 2014 ARES

Tourism
Tourist Arrivals, Region 2, CY 2013 and 2014
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elers in the region at 180,951 (from 92,674). Majority of these foreign tourists were from China accounting
for 90.5 percent of the total arrivals, distantly followed by tourists from Taiwan (2.4%) and USA (1.1%).
Moreover, domestic overnight tourists increased by 24.6 percent from 444,925 in CY 2013.

Nonetheless, same day tourists still accounted for the bigger share of tourist arrivals at 62.17 percent
(1,208,738), most of which were domestic travelers. Foreign same day tourists registered a 198.6 percent
rise (from 976) but still very minimal compared to the domestic arrivals.

With the hike in tourist arrivals, gross receipts from visitor spending reached PhP2.548 Billion which was
33.7 percent higher compared to the previous year. This gain was influenced by the ample increase in the
receipts from both foreign tourists (+95.5%) and domestic visitors (+18.8%).

The positive accomplishment of the sector was attributed to the improved access and connectivity to tour-
ism attractions and destinations in the region and the aggressive promotional campaign activities of the
Department of Tourism bannered by the slogan “It's More Fun in the Philippines”. Moreover, the continu-
ous development, enhancement and marketing of wide range of diversified tourism products and activities
allowed for longer stays in the region.

Development Financing’

In terms of credit activity in the region, the only data available was the loan availed through the Land Bank
of the Philippines Cagayan Lending Center® and Nueva Vizcaya Lending Center. As of end-2014, outstand-
ing loans stood at PhP3.068 Billion, reflecting an increase of 32.04 percent compared to the previous year’s
figure. Agri-agra loans, which made up the lion’s share of the total loan portfolio, posted an increase of
32.30 percent mainly attributed to the expansion of credit assistance to SMEs and large enterprises. The
outstanding balance of the non agri-agra sector, on the other hand, declined by 16.92% signifying an in-
crease in the loan repayment of borrowers.

1 No data from Development Bank of the Philippines and Land Bank of the Philippines-Isabela Lending Center.
2 Data from Land Bank of the Philippines-Cagayan Lending Center consist of the Batanes and Cagayan provinces
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Across provinces, the loan portfolio of the provinces exhibited considerable increases as of the end of 2014
led by Cagayan (up by 45.6%), Outstanding balance of Batanes and Nueva Vizcaya went up by 24.7 per-
cent and 20.1 percent, respectively, due to the new loans extended to small and medium enterprises in
both provinces.

Total loan releases to major economic activities as of end-2014 managed a 10.62 percent increment from
PhP2.111 Billion last year to PhP2.335 Billion in 2014. Loans extended to wholesale and retail trade, other
community, social and personal service activities and agriculture accounted for majority of the loan releas-
es with a combined share of 89.52 percent. Notable increment in the loan releases to hotels and restau-
rants (1044.2%), fishing (126.8%), other community, social and personal service activities (170.7%), elec-

TRANSPORT AND COMMUNICATION
Land Transport

Continued uptrend in

the number of motor

vehicles registered in

the region was ob-

served in CY 2014.

Around 68,136 motor

vehicles were added to

the previous year’s

304,618 registered

MVs, bulk of which was

motorcycles and tricy-

cles. The low fuel con-

sumption and low-

amortization payment

schemes of dealers en-

couraged more purchase of motorcycles and tricycle units. Excluding buses and trailers, all other motor ve-
hicles posted increments in terms of vehicle registration.

Same trend was noted in the licenses and permits issued by LTO-RO2 as it reflected an 8.91 percent growth
from last year’s figure of 159,751. Professional license and student permit made up the bulk of the licenses/
permits issued with a combined 85.63 percent share. Only the conductors’ license issued slid for the year to
292 from 301 in CY 2013.

With the increase in motor vehicle registration and permit/license issuance, and the dynamic performance
of the revenue operation function of the district and extension offices of LTO in the region, revenue gener-
ated reached PhP655.745 Million, exhibiting a 19.86 percent rise from last year.




