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COOPERATIVE MARKETING PROJECT
 

AMENDMENT NO. 
 1 TO PROJECT LOAN AGREEMENT NO. 492-T-051 

THIS AMENDMENT NO. 1, entered into as of the 15th day of February
 

1979, between the REPUBLIC OF THE PHILIPPINES ("Borrower") and the 

UNITED STATES OF AMERICA, acting through the AGENCY FOR INTERNATIONAL 

DEVELOPMENT ("A.I.D."), 

WITNESSETH THAT 

WHEREAS, the Borrower and A.I.D. e'itered into Project Loan 

Agreement N'.. 492-T-051 (the "Agreement") on May 3, 1978 to provide 

$1,600,000.00 for the Project;
 

WHEREAS, the intent was to provide additional A.I.D. financing
 

for the Project subject to the availability of funds and the
 

continuing agreement of the Parties;
 

WHEREAS, A.I.D. has alotted an additional loan amount of
 

$4,400,000.00; and
 

WHEREAS, the maturity of development loans has been modified,
 

through legislative action, for loan funds appropriated for U.S.
 

Fiscal Year 1979;
 

THEREFORE, the Borrower and A.I.D. hereby agree to amend the
 

Agreement as follows:
 

A. Section 3.1. The Loan. The phrase "not to exceed One
 

Million Six Hundred Thousand United States ('U.S.') Dollars
 

($1,600,000.00)" is deleted and the phrase "not to exceed Six
 

Million United States ('U.S.') Dollars ($6,000,000.00)" is sub­

stituted therefor. 

http:6,000,000.00
http:1,600,000.00
http:4,400,000.00
http:1,600,000.00
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B. Section 3.2. Borrower Resources for the Project. In
 

subsection (b)the amount "$3,083,000.00" is deleted and the
 

amount "$6,668,000.00" is substituted therefor.
 

C. Section 4.2. Repayment. Denominate the present para­

graph as subsection (a)and insert a new subsection (b)as follows:
 

"(b) The Borrower will repay to A.I.D. the
 
Principal of the Loan amount provided by this Amend­
ment No. 1 within forty (40) years from the date of
 
the first disbursement of the amount made available
 
by this Amendment No. 1 in sixty-one (61) approximate­
ly equal semiannual installments of Principal and in­
terest. The first installment of Principal relating
 
to this subsection will be payable nine and one-half
 
(9 )years after the date on which the first interest
 
payment pertaining to the amount made available isdue,
 
calculated in accordance with Section 4.1. A.I.D. will
 
provide the Borrower with an amortization schedule
 
relating to this subsection after the final disburse­
ment of the amount made available by this Amendment
 
No. 1."
 

Conditions Precedent to Disbursement
 

under Amendment No. I
 

Prior to the first disbursement, or to the issuance by A.I.D.
 

of documentation pursuant to which disbursement shall be made, of
 

the loan funds added by this Amendment No. 1,the Borrower shall,
 

except as the Parties may otherwise agree in writing, within
 

ninety (90) days of the execution of this Amendment No. 1, or such
 

additional period as the Parties may agree to inwriting, furnish
 

to A.I.D. in form and substance satisfactory to A.I.D.:
 

(a) An opinion of counsel acceptable to A.I.D. that this
 

Amendment No. 1 has been duly authorized and/or ratified by, and
 

executed in behalf of, the Borrower, and that it constitutes a
 

http:6,668,000.00
http:3,083,000.00
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valid and legally binding obligation of the Borrower inaccordance
 

with all of Its terms; and
 

(b) Evidence that the Borrower has established within the
 

designated project management agency a 
separate account, funded at
 

year-one level commitments, for Budgetary Support identified in
 

Annex I, AtVachment 2-5A. 1)and 2) of the Agreement.
 

Except as expressly amended herein, the said Agreement shall
 

continue in full force and effect in accordance with all of its
 

terms.
 

IN WITNESS WHEREOF, the Parties to said Agreement, each
 

acting through its duly authorized representative, have caused
 

this Amendment No. 1 to be signed in their names and delivered as
 

of the day and year first above written.
 

REPUBLIC OF THE PHILIPPINES 
 UNITED STATES OF AMERICA
 

Gerardo P. Sicat 
 Peter M.
 

Title: Minister of Economic Planning Title: Director
 
(Director-General) 
 U.S. Agency for


National Economic & International Development

Development Authority
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Dear Minister Sicat: 

Ina 
letter dated May14, 1979 to Mr.tCodya1',rnsttdh au 9opinion of the Minister of, Justice datdMy1, 97stinhaalt 
te 

etLoan covered by the subject Project Agreement Amendment was~duly autho
rized and/or-ratified and executed on behalf of the Boroeadta~~
itconstitutes a valid and legally binding obligation,of th
accordance with allof its terms'" rwer:i
 
Precede'nt(a.) The opinion satisfies the Condition'
to the subject Project Agreement Amendment.,
 

Adit'o~ly~y eterdated May 17
Counterpart Agreement for ?49151000 for year-one peso support to te.
 
a 1979 to Mr, Cody, you-trans'mitte'd
 

-subject 
 project. 
 Since these funds'are now inaaspeclal account for 
ue
by the project as 
required by 'Condto Prcdet(bofshesbjc
Project Agreement Amendment, wi\consider this condition'stsfe
 

subject Pr~oject Agreement Amnendmegnt are now Satisfied,'
 

Sincerely yours,'
 

Den is 
 Barrett
 

A~.ttng Di rector, ~~ ~ 

'O:LVaughnC 
-'A. D 
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PROJECT REVIEW PAPER 

PROJECT: COOPERATIVE Mt!RKETING. NO. 492-0300 

S -INTRODUCTION AND BACKGROUND 

There are roughly ti.;c
miliorn jce an1 corn farmers in the
Philippines, including one million tenants and ex-tenants who
 
farm 2.5 hectares or len's of land. 
Whether owners, amortizing

owners or leasehuidern, they are tha single largest group of poor

farmers-within the country today and the target of a new integrated
marketing strategy for USAID Philippines. The task will be toconvert these ex-tenantc and small leasehoiders into independent,
but cooperating f.rmzrs with access to credit, improved technology
and profitable markets: and to improve input and market channels
 
for small farmer owners.
 

Past efforts for mobilizing small farmers for cooperative action 
and participation in the development process had been largely

unsuccessful. Of the some 652 Farmers Cooperative Marketing

Associations (FACOMA) organize,! during the early 1950's, only

250 were existing as of June 30, 1.969, 
 By 1972, less than 40

FACOMA's were still active and many of these were financially

unsound. The poor performance of the FACOMA program resulted
 
in a comprehensive effort on the part of the Philippine Governmentin 1971 to re-examine the Drincioles of cooperative organization

and redirect cooperative development strategies within the country.

After two years of painstaking planning, testing and evaluation

in Nueva Ecija province, the government in 1973, launched a new
and unique cooperative development effort distinctly different 
from its past atte:npts, The new system designed to improve upon
inherent weaknesses of the previous pattern stressed a localized 
representation not pre:ant in FACOILA structure. For the first
time, farmers were to be organized at the village level into
 
association to be known as Samnhani,_Nayon (SN). These associa­
tions, or pre-cooperatives, could then federate to form larger

multi-munlcipal and provincil bayed Area arketing Cooperatives
(AMC). Under th-2 new sy.tem zredit too bewas to handled
differently.- Unlike the FACOG!% mcde. under the new program
production, credit was to bc :ep.rataed froi the functions of the
marketing cooperative and adml. stered through an independent
system of management. in order to accumplish this Cooperative
Rural Banks were to be .stablished. The new cooperatives program
further stressed the importance of a strong national cooperative 
structure to support the SN/AMI4/CRB model by providing it with 
necessary financial, management development and input supply and 
marketing services.
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Since 1973, the government has been successful in organizing over18,500 Samahang Nayon, representing some 850.000 farme,: members,
creating farmer member savings amounting to more than $7 million,
establishing some twenty-eight Area Marketing Cooperatives (3f
which nineteen are registered and twelve are operational),
organizing thirteen Cooperative Rural Banks (one is operational)

and initiating a central cooperative marketing, management and 
insurance structure. Beginning in 1975, this basic organizational
structure began to flounder for lack of trained management and
financial resources particularly in the cooperative marketing
organizations. Part of the financial problem can be attributed 
to lack of government budgetary support as a result of un­an 
anticipated shortfall in foreign exchange earnings and increased
 
cost of fuel Imports. Because of this, the programmed extension
of cooperative marketing and bankin institutions has been 
severely constrained with several of these organizations in the
 
precarious position of being organized but lacking adequate 
finances to insure successful start-up of operations.
 

II. PRIORITY AND RELEVANCE 

It is the expressed purpose of the proposed project to increase
 
and more effectively distribute production income and cooperative

services to small farmers by strengthening and expanding existing,

including newly organized, cooperative marketing and finance
 
institutions. 
The COP's sectoral goals of increased production

and increased small farmer income can only be achieved through

mechanisms and organizations which unite individual motivition
 
with voluntary collective action. 
 Indeed the GOP Four-Year
 
Development Plan lists cooperatives as a priority development

effort towards the realization of these important goals. 
 The 
SN/AYC system is already contributing toward increased national
production ar.d farmer income as it is used increasingly as a channel
for extension and as farmers' savings inside the cooperative system
continue to grow. In an attempt to strengthen and accelerate this 
productive relationship, the proposed project seeks 
to solidify a
cooperative marketing structure by establishing a nucleus of well
 
managed, adequately financed, efficient and economically viable
Area Marketing Cooperatives (AMC) and Cooperative Rural Banks
 
(CRB) supported by a strong cooperative finance system and a base 
of functioning Samahan. Nayon, actively engaged in the delivery
of basic production services to their respective farmer members,
and served by a vigorous central cooperative marketing system. 

II. DETAILED PROJECT DESCRIPTION 

The Cooperative Marketing Project will provide for planning,
initiating, and implementing an improved cooperative marketing 
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system for essential agricultural commodities (i.e., rice, corn,
 
vegetables, animal products and fish), produced by small farmers
 
in the Philippines&
 

Three Philippine institutions will be responsible for the overall
 
implementation of the Cooperative Marketing Project. They are:
 
The Cooperative Marketing System of the Philippines (CMSP); the
 
Bureau of Cooperatives Development (BCOD); and the Ceneral Bank
 
of the Philippines (CB); USAID and the National Economics and
 
Development Authority (NEDA) will function to monitor project
 
implementation. (See Section IX).
 

The Cooperative Marketing Project will seek to develop a strong
 
and viable nucleus of cooperative marketing and financial
 
institutions which will serve the basic production needs of small
 
farmer cooperative members who will receive a full-scope of
 
service from a national cooperative support structure. In order
 
to establish the viability of this nucleus of cooperative insti­
tutions, a wide-range of assistance will be called for including
 
substantial investments for physical facilities; sizeable
 
subordinated, term and seasonal loans for working capital
 
including commodity purchasing; extensive training and develop­
ment for cooperative managers and other persons in position of,
 
key responsibility in the disciplines of cooperative management,
 
marketing and finance; and coordinated technical support to
 
assist on the technical, economic and social issues embodied
 
within the planning, development and implementation of the project
 
effort. A detailed outline of the various input categories for
 
which USAID loan funds and GOP counterpart assistance will be
 
used in the implementation of the Cooperative Marketing Project
 
is presented in this section under the subsection entitled,
 
"Project Inputs (D-l)." In order to offer portions of this
 
assistance, itwill be necessary to support the establishment
 
of a cooperative finance system which is both efficient and
 
well managed. Although it is not the expressed purpose of this
 
project to establish a central bank for cooperatives, it is a
 
stated objective to establish a cooperative finance system which
 
can serve as a foundation for the eventual establishment of such
 
a financing :nstitution.
 

The Cooperative Marketing Project will focus on the development
 
of a cooperative finance system which addresses specifically
 
the specialized finakcial needs of Area Marketing Cooperatives.
 
The nature of this assistance is not farmer financing or
 
production credit, but rather a corporate financing of coopera­
tiveinstitutions. Under the project, fifteen AK~s will receive
 



development assistance loans through a cooperative finance system
which will provide a total loan package to borrowers. This system,as described in more detail in Section IX, will involve the
establishment of a special section for cooperative finance under
the Department of Rural Banks and Savings and Loans Associations
of the Central Bank of the Philippines. A specially trained
staff shall manage this section under the supervision of a
policy and a loan committee. 
Loans will be extended through
already organized Cooperative Rural Banks 
to AMCs targeted for
support under the project. 
A unique custodial arrangement fur
supervision will be required on all loans made through the
system. 
A guarantee fund will be established with the assistance
of project and cooperative funds which will minimize loah risk
and carry the overlying portion of loans made in excess of the
established CRB loan to equity ratios. 
 A trust fund, supported
by the project, shall be created to expand the equity base of
some AMCs participating in the program in order to 
allow for
acceptable debtto equity ratios. 
 Equity growth within targeted
AMCs as a result of continued investments by cooperative members
is estimated to progress at a rate of thirty percent annually.
 

A preliminary review has been made of several existing financial
institutions and mechanisms, including the Land Bank of the
Philippines, 
the Development Bank of the Philippines, the
Agricultural Credit Administration, the Cooperative Development
Loan Fund and others, as 
possible alternatives to
structure discussed above. 
the proposed


None of these channels has satis­factorily met the criteria and needs for financing Area Marketing
Cooperatives which often require higher risk loans and special
management and loan monitoring attention.
 

Considerable 
support for the project will be drawn from the
new Integrated Agricultural Production and Marketing (IAh)
Project, a joint effort of the Agency for International
 
Development and the Government of the Philippines.
Project will assist in the process of institutionalizing a
The IAPM7
 
strong and effective cooperative marketing structure by providing
development support that is complementary to that which is being
offered by the Cooperative Marketing Project. 
The nature of
this support will focus on the development of an extension
delivery system which will utilize existing cooperative
structure to provide production cechnology, market intelligence
and credit planning for small farmers. 
 Under this extension
scheme "packages of technology", i-e., 
pre and post harest
grain production and handling, will be developed at Central
Luzon State University (CLSU) in Nueva Ecija province. 
Once
promising packages have been developed and tested, effective
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methods of transferring the technology to the small farmer will
 
be developed utilizing the AMC and SN as a basic system for
 
delivery.
 

In addition to improving the extensicn delivery system, the IAPM
 
Project will assist directly in the development of a strong
 
cooperative marketing system. The IAPM project will provide a
 
full-time agricultural economist specializing in cooperative
 
management who will participate in the planning and conducting
 
of management audits of AMCs and other cooperative marketing
 
organizations; conduct workshops and offer personnel development
 
programs for key members of the National Cooperative System
 
staffs; participate in the planning and conducting of management
 
training programs for key employees of cooperatives; assist in
 
the development of an improved management consulting service
 
for AY!s and CRBs; and help develop an effective market
 
information and intelligence system for tne cooperative
 
marketing strurture, In addition to this agricultural economist,
 
a number of ahort-term consultants will be provided to assist
 
in areas of cooperative management development and to conduct
 
both technical and economic studies relating to cooperative
 
marketing development (i.e., market potential studies, pricing
 
studies, etc.).
 

The 	Integrated Agricultural Production and Marketing Project
 
will further assist the Cooperative Marketing Project by providing
 
non-degree participant training in the United States and other
 
countries in areas of cooperative establishment, education and
 
management for cooperative managers and other key employees and
 
officials connected with the government's cooperatives program.
 
This training will be directed towards the support of a
 
strengthened cooperative marketing structure.
 

k 	 Besides support offered by the IAPM Project, the proposed
Agribusiness Project will complement the Cooperative Marketing 
Project by providing investment opportunities for small middle­
men displaced by an efficient, cooperatively operated marketing 
system. Area Marketing Cooperatives and Samahang Nayo will 
themselves serve as a ready market for a host of products 
(i.e., threshers, dryers, milling equipment, irrigation pumps, 
feedmills, farm tillers, sprayers, etc.) produced by an 
aggressive and developing agribusiness community. 

PROJECT DESIGN
 

A basic description of the project design can be found in the
 
Logical Framework Matrix presented in Annex A. This matrix
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serves 
to aid the donceptualization of the project in terms of
sector goal, purpose, outputs and inputs. 
 In order to expand

this information in such a 
way as to provide more detail
clearer definition and a better understanding as to how project
inputs will result in program goal attainment, a narrative
 
summary of the key componentof the logical framework is
presented at this time in reverse sequence, starting with anidentification of planned inputs,
 

PROJECT INPUTS (D-1) 

AID 

Technical Assistance
 
Participant Training
 
Commodities 
Loan Funds
 

GOP 

In-kind Support

Budgetary Support

Cooperative Equity
Loan Funds 

Inputs into the Cooperative Marketing Project will be made by
the Agency for International Development and the Government of

the Philippines. 

An) 

1. Technical Assistance
 

Under the Cooperative Marketing Project, technical assistance
 
will be provided on both a long-term and short-term basis. 

a. Long-Term Advisors
 

Two long-term advisors will technically assist project
implementation. 
The first advisor will be a Senior
Agricultural Economist (Cooperative Marketing) whowill assume his duties in October of 1977. His respon­
sibilities will include the following: 

1) Serve as team leader for the Cooperative 
Marketing Project. 
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2) 	Assist the Cooperative Marketing System of the
 
Philippines in developing, testing, evaluathg and
 
systematizing effective input supply and marketing
 
operations and develop programs for integrating
 
these operations with other GOP marketing programs,
 
such as Food Terminal, Inc.
 

3) 	Serve as a liaison between the National Cooperative
 
Systems, the Bureau of Cooperatives Development and
 
the Central Bank of the Philippines in order to
 
enhance coordination between these agencies and to
 
insure that each continues to support and play its
 
proper role in overall project implementation.
 

4) 	Participate in the planning and development of an
 
effective cooperative marketing information system.
 

5) 	Participate in the planning, establishment, and
 
development of a central cooperative marketing and
 
supply distribution outlet to function as an arm
 
of the Cooperative Marketing System of the
 
Philippines in order to more effectively market
 
produce of and supply inputs to project supported
 
and other Area Marketing Cooperatives.
 

6) 	Participate in planning and conducting market
 
potential and research studies for new and/or
 
improved products to be marketed cooperatively.
 

The second long-term advisor under the Cooperative
 
Marketing Project will be a Cooperative Finance
 
Specialist also scheduled to assume his duties in
 
October of 1977. His responsibilities shall include
 
the following:
 

1) 	Determine factors and policies constraining the
 
development of an effective cooperative finance
 
program and, once determinoa, propose modified
 
or new policies and procrfdures in order to
 
eliminate these constrrints.
 

2) 	Assist in the plaaning and design of long-range
 
financial plans for the development of the
 
National Cooperative Systems; including areas of
 
cooperative management, insurance, marketing
 
(i.e., central cooperative marketing aid supply
 
complex) and computerization.
 



-8­

3) Participate in planning and conducting education
 
and trhining programs for key employees of Area 
Marketing Cooperatives, Cooperative Rural Banks,
tha Naional Cooperative Systems and the Central 
tihk bk the Philippines in the subject areas of 
coperaUve fihande and financial management.
 

4) 	Deaiqh schemes to dccelerate capital formation
 
wiihin C operative Rural Banks and Area Marketing
 
CdoberatiVesi
 

5) 	AsbiA Codpetative Rural Bariks in developing skills
 
relatig 6o conducting economic and technical

feasibillty:studies for Area tarketing Cooperatives

in order to more accurately determine the financial
 
needs (working cabital And fixed assets) for these
 
cooperd ives.
 

6) 	Assist Cooperative Rural Banks in improving the
 
levels of supervision on production credit loans
 
to small farmers by helping to develop, pilot-test

and evaluate improved credit application and re­
payment schemes utilizing Samahang Nayon.
 

b. 	Short-Term Consultants
 

Short-term consultants will be employed to assist the
 
efforts of the long-term advisors and to provide

technical expertise in certain specialized job areas.
 
A total of 24 man-months of short-term services will
 
be provided under the project by the following 5
 
consultants:
 

1) 	Cooperative Finance Management Consultant 
-
1 person (3 man-months)
 

The CFMC will assist in developing and conducting

training programs concerning cooperative finance
 
management for a) key national level trainers with

emphasis on basic educational techniques, and b)

cooperative managers and staff members of project­
assisted Cooperative Rural Banks and Area Marketing
 
Cooperatives.
 

2) 	Cooperative Marketing Information Systems
 
Specialist - 1 person (8 man-months)
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The 	CmiS 'lAf 
 assist in the development of an effective
cooperative marketing infomation systemiq be managed bythe Cooperahie Marketing Systeta of the Ph ipinesj He
shall spend six months of hib Assignment the first year
working with counterparts 
to establish the information
system. 
He shall make two subsequent visits each for a
period of one month during the second and third year,
respectively, of project implementation in order to
monitor the progress, evaluate the performance and
provide technical guidance for the future development

of the system.
 

3) Central Cooperative Marketing and Supply Team 
-

2 persons (3 man-months each)
 

The two-man CCMST will conduct a detailed technical and
economic feasibility study for the establishment of a
central cooperative marketing and supply complex to
serve as 
an outlet for cooperatively marketed produce
and a distribution point for inputs. 
This study will
provide direcujon and guidance in determining program
feasibility issues, potential constraints, levels of
operation and input requirements. 
 It will also serve
as 
a basis for developing a detailed implementation

plan for program development.
 

4) 	Central Cooperative Marketing and Supply Specialist
1 person (7 man-months) 

The CCMSS will serve initially for a st;-month period
to assist in the establshment of a central cooperative
marketing and supply distribution outlet. 
 His 	services
shall begin after the study prepared by the Central
Cooperative Marketing and Supply Team has been carefully
reviewed and a detailed plan for implenentation agreed
upon. 
The 	CCMSS shall return for an additional one year
after his initial departure in order to evaluate the
performance and provide technical guidance to the
continued growth and development of the cooperative

marketing and supply complex.
 

2. 	 Participant Training 

During the life of the Cooperative Marketing Project, 179
man-montLs of participant training will be conducted for overfifty cooperative leaders in the disciplines of cooperative
management, marketing and finance. 
This participant training
will be divided into two categories, U.S. and third-country

training and host country training.
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a. 
U.S. and Third Country Training
 

Thirty-three participants will receive 105 man-months of
training in the United States and third countries.

Managers of all project supported AMCs and CRBs will

receive training along with key cooperative leaders from
the National Cooperative Systems. The number of partici­pants and corresponding number of man-months of training
 
for each group follows:
 

Man-Months of
 
# Participants Training
 

AMCs 15 45
CRBs 8 24NCSs 10 36 

TOTAL 
 33 105 

b. Host Country Trainin 

Forty-seven participants including most of those above

listed will receive 74 man-months of formal host country
training designed to compl1ment the U.S. and third country
training and provide the participants with additional skills
and experience in specialized areas of technical and mana­gerial responsibility. Again participants will represent

project supported AMCs and CRBs as well as 
the National
Cooperative Systems. 
 The number of participants and

correspondina nunber of man-months of training for each
 
group follows:
 

# Participants Mon-Months of Training
 

AMCs 15 30
CRBs 8 15
NCSs 
 24 
 29
 

TOTAL ---- 47 74 

3. Commodities
 

A number of commodities will be provided under the Cooperative

Marketing Project to 
target AMCs, CMSP and CRBs where applicable.
The nature of these commodities will relatedbe closely to anexpanded cooperative marketing effort and will complement other
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equipment procured from the loan fiund category. 
A listing of
some of the projected commodity requirements for the project
is attached in Annex F. Where, possible, these commodities
will be acquired through excess propeiy.
 

4. Loan Funds
 

AID futndd wiji be Orovidel on a loah basis for the purpose ofinti.tidnallk 
 a vsb.d,

sysbem. ell mahaIed cooperative finance
A porE,on o 
 6eSe
funds shd i be used to establish
a Cdoodrative Flhahce Gbardfitee Fbndi with a matci'g GOP and
cooperative counterpart investment, in order to minlrize loan
risk. 
Loan funds release;to the Central Bank will be used for
the purpose of expanding the equity through a Special Trust
Fund arrangement in fifteen Area Marketing Coopera-Lves and
strengthening these AMCs with short, medium and long term
financing provided for working capital, equipment and facilities.
AMCsargeted for this development effort are 
listed along with
their initial year to receive project support in Table 2. 
In
addition to AMC development, limited loan funds will be provi­ded for the purpose of establishing a central cooperative
marketing and supply distribution outlet, managed by CMSP,
which will be responsible for supplying inputs 
to and market­ing the produce of AMCs targeted for development under the project.
 

GOP
 

1. In-KindSuport
 

All implementing agencies will provide valuable non-cash inputs
into project development. 
 The Central Bank of the Philippines
(CB) will provide arailable resources 
including office space
and existing staff for the establishment and operation of a
cooperative finance section. 
The Bureau of Cooperatives Devel­opment (BCOD) will assist by providing management informatinn
system services 
to monitor AMC and CRB development. 
 The Bureau
will further provide existing central and field level staff
assistance in direct support of project implementation efforts.
Existing training materials and facilities will also be pro­vided. 
 The Cooperative Marketing System oi the Philippines
(CMSP) will offer existing facilities, manpower and other
available resources 
in support of a strengthened AMC nucleus.
CMSP will also provide office space and secretarial services
for AID financed short-term consultants assisting in project
design and development. 
 In addition to this, project bene­ficiaries will contribute of their time and energy in institu­tionalizing a strong cooperative marketing structure through
patronage, education and leadership.
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2. Budgetary Support
 

Again, project implementing agencies will contribute generously

to project development by providing cash inputs. 
 CB will salary

some ten new technicians to manage cooperative finance sections
at both the CB and CRB levels. CB will further provide cash
 
funds for the training of these individuals. The BCOD will pro­
vide funds for intensified education and training campaigns in
the more than 1,000 Samahang Navon representing the membership

of the fifteen project targeted AMCs. In addition to this the
BCOD will provide administrative funds for activities relating

to cooperative marketing development and salary assistance to
staff members of the National Cooperative Systems. CMSP will
provide administrative and other budgetary support in 
areas of

marketing information systems development and project management
and evaluation. NEDA will provide budgetary support for housing,

utilities and operational travel for both long and short term

technical assistance provided under the project.
 

3. Cooperative Equity
 

Project beneficiaries, the members of Samahang Nayon belonging
to project targeted AMCs and CRBs, have and will continue to
contribute substantially toward the equity growth of a strong

cooperative marketing and finance structure. 
At present this
equity investment in the twenty-three AMCs and CRBs identified
 
for program development alone is equal to 
some 15-1/2% of the
projected AID loan portion. 
This amount, already considerable,
 
may weil double within the project life span.
 

4. Loan Funds
 

In addition to those loan funds provided by AID for the purpose

of strengthening and expanding the SN/AMC/CMSP/CRB cooperative

structure, the Government of the Philippines will also provide
loan and development funds to counterpart the AID assistance
 
in this area. 
A portion of these funds will be invested in

expanding the equity of eight Cooperative Rural Banks (See

Table 2). The remainder of these GOP funds will be channeled
through the proposed cooperative finance section, to be created
at the Central Bank, to targeted AM s, CRBs and national cooper­
ative marketing structure. Some GOP funds will be provided

directly to CMSP through the existing Cooperative Development

Loan Fund (CDLF). Considerable funds have been channeled in the
past through CDLF in support of expanded cooperative marketing
 
systems development.
 



TABLE £ 

COOPERATIVE MARKETING PROJECT 
MANPOWER IUPACT OF PROJECT 

(Expressed in man-months) 

Categories of Individuals 
 FY 1978 
 FY 1979 FY 1980 TOTAL 

Long-term U.S. Advisors 
 24 24 24 72
 

Short-term Consultants 
 12 10 2 
 24
 

Participants for Non-Degree 
 I
 
Training in U.S. and 3rd country 
 65 i 32 
 8 105
 

Participants for Non-Degree 
 ,

L Trainine in R.P. I


14 27 33 
 74
 

TOTA L 
 115 93 
 67 275
 
11 
 ________67_____ 



Table 2
 

Area Marketing Cooperatives and Cooperative Rural Banks
 
Targeted for Support under the Cooperative Marketing !roject
 

Target Year 
Samahang for Initial 

Targeted AMCs Organized Registered Nayon Project Support 

1. Nueva Ecija (North) 10-25-73 11-9-73 51 FY 1978 
2. Nueva Ecija (Central) 9-12-74 1-15-75 FY53 1978 
3. Nueva Ecija (South) 4-17-73 3-Z2-74 53 FY 1978 
4. Fangasinan 12-10-74 4-20-75 149 FY 1978 
5. Benguet 10-29-75 9-03-76 35 
 FY 1978
 
6. Camarines Sur 3-07-76 6-11-76 94 FY 1979 
7. Albay 8-11-76 6-28-76 75 FY 1979 
8. Bukidnon 4-15-75 11-7-75 284 FY 1979 
9. Iloilo (I) 9-22-74 7-16-75 89 FY 1979 

10. Ilbilo (II) 5-14-75 3-17-76 63 FY 1979 
11. Pampanga 1-31-75 8-08-75 86 FY 1980 
12. Bulacan (1) 10-30-74 3-21-75 25 FY 1980 
13. Bulacan (I) 8-09-75 5-06-76 66 FY 1980 
14. Tarlac 12-10-74 12-23-75 116 
 FY 1980
 
15. So. Cotabato ­ - - FY 1980 

TOTAL SN 1,239 
TOTAL FARMER MEMBERS* 70,499 

Targeted CRBs 

1. Nueva Ecija March 1974 3-18-75 294 FY 1978 
2. Pangasinan Organized Registered 164 FY 1978 
3. Camarines Sur Organized - FY374 1978 
4. Bukidnon 4-16-75 12-16-75 175 FY 1978 
5. Iloilo Organized - 210 FY 1978 
6. Pampanga Organized - 112 FY 1979 
7. Bulacan Organized - 123 FY 1979 
8. So. Cotabato Organized - 100 FY 1979 

TOTAL SN 1,552 
TOTAL FAR.MER MEMBERS* 88,309 

*The average Samahang Nayon in the selected eleven target provinces 
has 56. 9 farmer members. 
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IMPLEmeNTATION TARGET (Type and Quality) (D-2)
 
(Expressed U.S. $000)
 

1. AID 

Technical Assistance 

Participants Training 

Commodities 

Loan Funds 


SUB-TOTAL 


2. GOP
 

In-Kind Support 

Budgetary Supportl 

Cooperative Equity 

Loan Funds 


SUB-TOTAL - - - -

TOTAL PROJECT 


Means of Verification (D-3)
 

AID 

FY 1978 FY 1979 FY 1980
 

156 123 114
 
130 111 37
 
25 42 12
 

1,750 1625 1875
 

2,061 1,901 2,038
 

121 122 122
 
765 457 449
 

1,213 364 473
 
10,417 5,376 3,214
 

12,516 6,319 4,258
 

14,577 8,220 6,296
 

Project and financial control records may be examined.
 

GOP
 

GOP staff, budget and project records may be reviewed.
 

Assumptions for providing inputs (D-4)
 

AID and GOP funding for this project will be provided on a timely
 
basis.
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PROJECT OUTPUTS (C-1)
 

It is expected that the timely well managed application of project
 
inputs described in the preceeding section together with an appro­
priate monitoring system to insure the same will result in the
 
following measurable project outputs:
 

1. 	Stronger linkages existing among Samahang Nayon (SN),
 
Area Marketing Cooperatives (AMC), the National Cooper­
ative Marketing System (CMSP), rural and national banks,
 
the Department of Agriculture, and the Department of
 
Local Government and Community Development.
 

2. 	Government, private and cooperative banking institutions
 
providing most of the credit requirements of cooperatives.
 

3. 	Cooperative members investing capital in cooperative
 

marketing and finance structure.
 

4. 	Cooperative Rural Banks (CRB) effectively meeting the
 
production credit needs of Samahang Nayon members in
 
target areas.
 

5. 	A strengthened and expanded nucleus of Area Marketing
 
Cooperatives functioning to provide a full range of
 
services to Samahang Nayon farmer members.
 

6. 	The national cooperative marketing system (CMSP) supplying
 
production inputs to and purchasing and marketing produce
 
of all AMCs receiving project support.
 

7. 	A cooperative marketing information system collecting
 
market information, analyzing it, developing market
 
projections and disseminating said marketing intelligence
 
to all project supported Area MarketirgCooperatives and
 
Cooperative Rural Banks.
 

MAGNITUDE OF OUTPUTS (C-2)
 

Objectively verifiable indicators of the above listed project
 
outputs are:
 

1. 	Coordinated and relevant cooperative policies formulated,
 
reccSnized and supported by concerned government agencies
 
and entire cooperative structure.
 

2. 	Government, private and cooperative banking institutions
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providing 90% of cooperative financial requirements, includ­
ing physical facilities and working capital loans for pro­
duction input supply and market service and expansion
 
operations, through an established cooperative finance
 
system.
 

3. 30% annual increase in Samahang Nayon investments in AMCs
 

and 	CRBs in project target areas.
 

4. 	8 Coopeaative Rural Banks established and serving production
 
credit needs of 3.000 Samahang Nayon members.
 

5. 	15 Area Marketing Cooperative adequately staffed, financed
 
and developed to serve a wide range of farmer needs.
 

6. 	A central cooperative marketing and supply distribution
 
outlet established, supplying adequate inputs to 15 AMCs
 
and marketing 50,000 metric tons of cooperative produce
 
annually by 1980.
 

7. 	A marketing information system in place collecting, analyzing
 

and 	disseminating market information.
 

MEANS OF VERIFICATION (C-3)
 

Verificatton for the magnitude of project outputs will include:
 

1. 	The existence of Department of Local Government and Com­
munity Development, Department of Agriculture and Presidential
 
Directives and Policy Determinations.
 

2. 	The examination of Area Marketing Cooperative, Cooperative

'iral Bank, Central Bank and National Cooperative Systems,
 
financial records.
 

3. 	The review of Samahang Nayon financial records.
 

4. 	Reviewing DLGCD, Cooperative Rural Bank and Central Bank
 
records.
 

5. 	Interviews with Samahang Nayon membership and the examination
 
of Area Marketing Cooperative and SN farm management records.
 

6. 	Reviewing the "etional Cooperative Marketing System (CMSP)
 
records.
 

7. The examination of Marketing Information System records.
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ASSUMPTIONS FOR ACHIEVING OUTPUTS (C--4)

Concerned GOP agencies wlil 2eflera ly bresponsive to improve 

coordination in thd doooekat ivb dUb4setor. 

PROJECT PURPOSE (B-i) 

The expressed purpdse tok 
the Ioopdr eite' 4Akecing Project will beto 
increase and more e.fctijiely distribitd Oroduction income and
cooperative seivices to smai 
 fa2rmes by ALrpng~hening and expanding
existing, including newly orgdhized, cooperative marketing and finance
institutions. 
 This purpo,:'wifl 
be achieved through the successful
attainment of the project outputs as 
listed in the preceding section.
 

CONDITIONS THAT WILL tgDitbATE ftRVO BIAS BEEN ACHIEVED: END-OF-
PROJECT STATUS (B-2) 

tUpoh tHe cbtoldtloh of the project Ee folowing conditions willverify that the intended project purpose has successfully been
 
attained:
 

1. 
The National Cooperative Systems will be providing input

supply, marketing services including intelligence, and
technical and management assistance to member cooperatives.
 

2. 
A strong, vialle and well managed cooperative finance
systems will be established and responding to the finan­cial needs of cooperatives by providing them ready access
to short, medium and long term loans based on a multi-year

projected cooperatives development plan.
 

3. 
A strong and viable group of eight Cooperative Rural Banks
will be operating profitably and meeting 112 million in
production credit needs of their borrowers.
 

4. 
The flow of cooperatively marketed products from rural
to urban areas will be continuous and increasing at a
rate of 20% annually and regalting profiis will be rein­vested in additional cooperative growth activities.
 

5. 
There will be a continuous upward and downward flow of
marketing information monitored on a daily basis, including
intelligence, trends and projections throughout all levels
of the cooperative marketing structure.
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MEANS OF VERIFICATION (B-3)
 

The following may be used to verify the conditions existing at the
 
end oi the project:
 

1. 	The examination of National Cooperative Systems and Area
 
Marketing Cooperative records.
 

2. 	Reviewing records of Central Bank and other banking ins­
titutions extending loans to cooperatives.
 

3. 	The examination of Cooperative Rural Bankand Central
 
Bank Records,
 

4. 	Reviewing the natioaal Cooperative Marketing System (CMSP)
 

records.
 

5. 	The examination of Marketing Information System records.
 

6. 	Periodic reviews of project reports and evaluations.
 

ASSUMPTION FOR ACHIEVING PURPOSE (B-4) 

A basic assumption for achieving the project purpose is that rmall 
farmers can be motivated to join cooperativcs and actively parti­
cipate in their activities and management.
 

GOAL: (A-1)
 

The attainment of the project purpose will contribute substantially
 
toward the attainment of the sectoral goal which is to inc-ease
 
the productivity, income and quality of rural life of the small
 
farmer in the Philippines.
 

MEASURES OF GOAL ACHIEVEMENT: (A-2) 

The 	following indicators are measures of sectoral goal achievement:
 

1. 	The productivity of small farms in optimized; maximum
 
utilization of agricultural inputs, extension technology,
 
credit and marketing services.
 

2. 	Increased income to small farmers belonging to cooperatives
 
accrues at a rate which is double the increases accruing
 
to non-members by 1981.
 

3. 	The number of farmers applying for membership in cooperatives 
increases at a rate of 15% each year. 
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4. 	There is a measurable increase in the number of small
 
farm families wanting children to receive formal education.
 

MEANS OF VERIFICATION (A-3)
 

The above may be verified byt
 

1. 	The examination of Dbpartment df Agriculture records.
 

2. 	The examination of Depariment oi Loc~l Government and
 
Community Development records.
 

3. 	The review of National Cooperative S~giems, Area Marketing
 
Cooperative and Cooperative Rural Bank records.
 

4. 	The review of Samahang Nayon records.
 

5. 	Discussions and interviews with farmer members of
 
cooperatives.
 

ASSUMPTIONS FOR ACHIEVING GOAL TARGETS: (A-4)
 

The basic assumption for achieving the targets embodied in the
 
sectoral goal in relation to this project is that the Government
 
of the Philippines will formulate policies which are conducive
 
to cooperative growth and development.
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IV. 
 COOPERATIVE DEVELOPMENT ACTIVITIES OF HOST COUNTRY AID AND
 
OTHER DONORS
 

The three year old Philippine cooperative development program
has resulted in the creation of a vertically integrated marketing
system which flows from the Samahang Nayon through the Area
Marketing Cooperative to 
the nailonal marketing organization
called the Cooperative Marketing Sy~tem of the Philippines
(CMSP). 
This vertical chain has now b~en linked directly to
the consumer with the recent inauguration of the CMSP sponsored
Metro Manila Consumers Cooperative (MMCC). Howeverj the systemg
underlying strength is the more than 850,000 small farmers who
have joined themselves togethei ih organizing villagl 
level
Samahang Nayon and who have witlitigly partictpated in the programs
compulsory education and savings brogrhi. 
 AID has sUporced the
program with a number of consultants including 1 tout-man Eeam
to survey the national cooperative marketing system (report pub­lished); a farmer institutional development specialist; 
 several
short-term Volunteer Development Corps experts on cooperative
supermarkets; and short-term education and management training
consultants. 
 The Peace Corps has supported cooperative devel­opment projects in the past and is considering possible support
to Area Marketing Cooperative (AMO). TheUNDP has funded an
Israel cooperative technician to assist at national cooperative
headquarters; the Canadian International Development Agency
granted a $6.3 million loan for the development of cooperatives
in the Cagayan Valley; and the Israeli government continues to
support pilot multi-purpose cooperatives in Nueva Ecija province.
None of these efforts are duplicative of this proposed project;
some of them have served as 
the basis for design of this project.
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V. PROJECT BENEFICIARIES
 

The.primary intended beneficiaries of this projeet are small-scale
 
farmers who are either ownerst amortizing owners or leasees'of 2.5
 
hectares or1sof dgriculetral landl pkedominantly devoted to rice and
 
bdkt production, and who as h.groi are among the poorest of the poor
 
i6 Philippine Wrdi cotmrunities. More spedlfidally this target group
 
represents those small-scale farm families belonging to Samdhahg
 
Nhvon (Vilage associgtions) ih carefully delected areas.with dccess
 

rither organized or functional marketing doopetatives, known as
 
Area Mrketing Coopetaives (AMC), tlritialiy this group is estima­
ted to represenE domd 10j500 farm families. Traditibbally these 
people have been exploited, in the abgehce okeffective cooperative 
structure, by large and many times unscrupulous traders in the areas 
of proddction input supply and marketing. They have also suffered 
from minimal access to institutional credit and improved agricultural 
technology. 

Among the statistically identified poor this beneficiary group offers
 
a significant and unique potential for its own growth and development
 
through an already existing suppor structure of which it is already
 
an integral part; This project seeks to strengthen and expand that
 
cooperative structi're involving the Samahang Nayon (SN), AC r
 
Cooperative Rural Bank (CR3) and national Cooperativ& Marketing
 
System of the Philippines (CMSP). Target beneficiaries will benefit
 
from more efficient input supply and marketing services resulting
 
in higher net-prices for their products and lower input costs through
 
a strengthened SN/AYC/CMSP model.
 

Samahang Navon members will also have improved access to production
 
credit from.institUtional sources through an expanded SN/CRB super­
vised credit program. Improved SN/AIMC extension linkages as a rsult
 
of developed AMC structure will also allow project beneficiaries
 
to benefit from new production technologies. Collectively these
 
benefits will result in an expanded target group as farmers who are
 
non-members of Samahana Navon in rural conmmunities seek to join the
 
cooperative structure in order that they too may receive improved
 
production support services. Assurance that this diffusion will in
 
fact take place will be provided by periodic monitoring and evaluation
 
in target project areas.
 
In all target areas for project development farmer members of Samahang
 
Nayon have already or will, soon have completed some sixty-five weeks
 
of intensive education ano indoctrination on the cooperative structure
 
of which they are a part. In addition to this training which stresses
 
basic cooperative principles, including member discipline, partici­
pation and representation, Samahsng Navon members in target provinces
 
for project assistance have already contributed through savings prog­
rams 9 24 million pesos ($3.2 million) support for the development
 
of their cooperatives structure.
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Because the Cooperative Marketing Project seeks 
to support an organ­izational structure which in itself is committed in doctrine and in
practice to removing basic social impediments and constraints which
restrain the development of the rural poor, the potential for ultimate
project success is indeed excellent. 
It is not anticipated that this
project will require target beneficiaries

inherent to them. 	 to change any basic values
In this respect it is safe to assume
implementation will not cross paths with existing norms 	

that project
 
and practices
within the cultural environment. 
 It is expected, however, that the
intended project recipients will need to continue modifications in
attitude with respect to 


group participation. 
improved planning habits and cooperative
Develcon-ent in these areas
nessed among target beneficiaries is now being wit.:f
 

as 
continued indoctrination has
resul2ed in increased member savings and improved group discipline.
There will undoubtedly be 

marketing system on 

some resistance to a strengthened cooperative
the part of some middlemen who make huge profits,
at the farmers e'pense, from high interest loaning, input supply and
marketing transactions. As the project develops and as AMCs and CRBs
begin to 
provide efficient and lower cost supply, marketing and credit
services to Samahan 
Navon membership these middlemen will be en­couraged to move 
into other sectors of agribusiness where earnings
will be based more directly on 
the quality of service rendered. The
proposed Agribusiness Project will assist in this transition by provL­ding new opportunities and incentives 
to the middleman foi te invest­ment of both his time and capital. 
 Increased bargaining power brought
about as a result of strengthened Samahang Navon will also greatly en­hance the capability of small farmers to 
effectively deal with persis­tent middlemen.
 
Perhaps the greatest potential for opposition to the project rests
with the large and established private trade sector who 	traditionally
have controlled 
the Philippine grain and vegetable marketing system.
It is felt, however, that with the continued support at 	the highest
levels of government and the pledged support of the National Grains
Authority (ITGA), 
 coupled with the fact that the cooperative sys­tem only aspires to capture some 10-15% of the overall market (a
relatively small share), 
that overt opposition 
to the project by pri­vate traders and millers will not occur.
 
The existence of the SN/AMC/CMSP cooperative marketing structure
offers strong assurance 
in itself that benefits derived from project
support will accrue directly to 
the intended beneficiaries.
beneficiaries themselves will be responsible for safeguarding this
assurance 


The
 
through their appointment of competent, capable and honest
cooperative directors, officers and managers. 
As an additional
means of insuring that the system continues to perform on
ofthe beneficiaries appropriate evaluations will be conducted on an
 

the behalf
 
interim basis during the life of the projecc.
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VI. FEASIBILITY ISSUES
 

ECONOMIC ISSUES
 

It is somewhat difficult to estimate in economic terminology the mag­
nitude of benefits to be derived for the project beneficiary and the
 
economy as a whole from the institutional development of an effective
 
cooperative marketing system. 
Clearly, it can be projected that

beneficiary income would increase with the presence of such a system.

The cooperative with its non-profit philosophy replaces the middleman
 
and repays to the farmer a more equitable return to his labor. It also
 
frees him in many cases from a forced credit/market reliance upon pri­
vate money lenders and traders, thus allowing him access to institu­
tional sources of production credit with improved terms including subs­
tantially reduced interest rates. 
 These known benefits will improve

farmer income and hence will stimulate directly the growth of agro­
business, rural industrial development and the economy as a whole.
 

In addition to bringing about greater income for farmer beneficiaries
 
the deve:lopment of an efficient cooperative narketing system will also
 
contribute to increased on and off-farm employment. Area Marketing

Cooperatives and Cooperative Rural Banks will draw upon their respec­
tive memberships for potential leaders 
to hold key staff positions

in areas of technical and managerial responsibilities. Increased
 
activity and a strengthened support service delivery system within
 
Samahang Nayon in project target areas will result in additional
 
opportunities for employment and income generation at the village

level. As agro-business and cottage-industry begin to expand in 
areas
 
serviced by strong AMCs more jobs will be created for the enterprising
 
rural worker.
 

Realistically speaking there are certain economic factors which could
 
limit the effectiveness of a cooperative marketing system to offer its
 
membership the degree of service and intended benefits that it is
 
capable of providing. One such potential constraining factor could
 
be an adverse change in government policy regarding the support price

of rice. 
At present the GOP closely controls this commodity by estab­
lishing a floor price for the purchase of unmilled paddy and a ceiling

for the sale of milled product to the consumer. Should these prices

change dramatically or should the government remove existing price

controls for rice, Area Marketing Cooperatives may find it difficult
 
to compete in
a market with larger privately established traders in
 
the face of dwindling or greatly reduced profit marginS 
 It is

highly unlikely, however, that the GOP would remove existing controls
 
or allow dramatic price fluctuations for rice to occur. 
Rice trade
 
accounts for a sizeable percentage of the yearly Philippine gross na­
tional product. Food takes 54 percent of the Filipinos family net

income and rice comprises 19 percent of the consumer price index. 
Thus
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a major change in policy determination regarding the support price of
rice would have dramatic effects on vast segments of the overall economy.
 
Another factor identified here and in Section V of this paper which

could restrict the success of a national cooperative marketing system

is severe opposition from private and established millers and traders.
While certainly the AMCs supported by CMSP aspire to market more 
than
just rice, it is 
a fact that at present most of the AMCs targeted for
support under this project are 
currently dealing primarily with this
commodity. 
It is also a fact that a well organized, highly financed
 group of private traders have traditionally controlled much of the
rice marketing industry in the past. 
 It should be noted, however, that
under previous cooperative programs there were well documented cases
of cooperatives successfully breaking into this market. 
More recently
the government has captured a fair share of this market with its price
stabilization program of the National Grains Authority (NGA). 
 There
is now existing evidence in the form of Presidential decrees and
directives 
to support the contention that the government will support
a national cooperatives marketing system. 
A four-man consultant team
financed by AID, prepared a comprehensive cooperative rice marketing
system study* (report published) in mid-1975 which projected that a
cooperative marketing structure could easily capture 10-15% of the
existing rice market without endangering the interests of the private
 
sector.
 

Area Marketing Cooperatives not only aspire 
to capture a relatively
small percentage of the overall market but they undoubtedly will enjoy
a wide margin on the percentage of produce actually marketed. 
Because
of the technological packages made available 
to the Samahang Nayon
members through the outreach/extension thrust of the Integrated Agri­cultural Production and Marketing Project, improved post-harvest handling
of grains will reduce losses and thereby increase the quality and quan­tity of produce marketed. This added savings will expand the profit
margins of AMCs allowing them to 
better service respective memberships.
 
The Cooperative Marketing System will also be strengthened through con­scientious efforts 
to integrate the marketing activities, including

market intelligence with other marketing programs of the Philippine
Government such as the marketing efforts of the National Food and Agri­cultural Council and the Food Terminal, Inc. (FTI). 
The FTI, however,
does,.not at present provide rice marketing service 
to small farmers
as does CMSP, and ip currently experiencing some 
financial difficulties.

It is, however, a central marketing source for vegetable and livestock
 
commodities.
 

TECHNICAL ISSUES
 

The Cooperative marketing model which this proposed project is endea­
* R. M. Grigsby, J.T. Hogan, J. E. Rose, O.R. Shelley: "Cooperative

Rice Marketing System Study": ACDI/USAID; Manila October 1975.
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voring to support has evolved as a result of some twenty years of
experience in developing a cooperative pattern which is socially
acceptable and technically capable of functioning within the Philip­pine environment. 
This model which has been tested in areas such as
Nueva Ecija province has shown itself to 
be organizationally sound.--
Crucial to the successful establishment of a viable national cooper­ative marketing system, however, will be the continued education,
discipline and savings of the cooperative membership. Efforts are
currently underway to intensify these programs in 
areas targeted for
project development. 
 Equally important to the need for continued
membership development is the need for competent and trained manage­ment at all levels of the cooperative marketing structure. 
All AMCs
targeted for assistance during the first year of the project have
trained managers with substantial practical experience in managing
the business affairs of their respective cooperatives. These managers
and their respective staff members will receive additional intensive
training prior to the extension of any financial assistance to their
cooperatives. Managers and staff members of other AMCs and CRBs
scheduled for development during the second and third year of progi.m
implementation will also receive intensive classroom and on-the-job
trainfItg. Development programs for CMSP staff will also be an integral
part of the overall strategy to help insure both high quality and pro­fessional management throughout the cooperative structure. (Attached
in Annex E is an organizational chart for SN, AMC, CMSP and the BCOD.)
 
In developing a functional national cooperative marketing system it
will be necessary to assure 
that an efficient communication network
exists among AMCs and CMSP. 
Aneffective market information system
will rely heavily upon radio communication and transport capability
between AMCs and CMSP. 
The location of the proposed central cooper­ative marketingwsupply distribution complex will also be of strategic
importance in assuring the effective channeling of produce from pro­ducerto consumer. Technical issues such as 
these will be carefully
analyzed during PP preparation and thoroughly addressed during the
early phases of project implementation.
 

An Initial Environmental Examination (lEE) is presented in Annex C
to show the possible effects of the Cooperative Marketing Project

upon the environment.
 

FINANCIAL ISSUES
 

Two of the more substantial financial issues to be addressed in detail
during the PP preparation are firstly, the capacity of Cooperative
Rural Banks to extend financially sound loans to Area Marketing
Cooperatives and secondly, the capability of AMCs to repay those
loans on a timely basis. *
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The first constraint to effective CRB loan extension is existing

policy which limits the amount of capital a CRB '.can loan to any

one borrower to 15% of the existing equity of the bank. 
While pro­ject development proposes to expand this equity base two fold the

157. will still be a limiting factor. There is sufficient evidence
 
to indicate that the Central Bank may be willing to 
raise this loan

capacity to as much as 37.5% of bank equity for loans made to AMCs

for the purpose of working capital. This would be an equitable
solution which ould allow CRBs to more adequately meet the financial

needs of AMC borrowers and at the same time insure manageable risk
levels for concerned banks. 
 PDS funded consultants will assist

project development staff in resolving this loan capability based
 
on equity issue in forthcoming project planning sessions.
 

Another possible constraint to effective 1ean operations for Cooper­
ative Rural Banks is the insufficient number of competent and trained

personnel at both the CRB and CB levels who are experienced in the
field of cooperative finance. 
During the months prior to project

implementation development programs including on-the-job training
will be conducted for selected CRB and CB personnel who will be res­ponsible for managing cooperative finance )perations in
areas targeted

for year one development. 
Costs fur this training will be shouldered
by the GOP project agencies. Continued training for these and other

personnel for subsequent areas of development will be conducted

utilizing project funds beginning in the first year of project
 
implementation.
 

Regarding the capacity of AMCs to repay loans made to them by CRBs
 
on a timely basis much will depend upon the competence of central

level cooperative loan officers to firstly insure that accurate
technical and economic appraisals are developed which will reflect
the true financial need of AIfCs and secondly, insure proper appli­cation of all funds loaned to AMCs. 
This later point may be accom­
plished through periodic loan evaluations, custodial arrangements

or surprise audits of AMC operations. Operating capital loans will
generally be of a short-term nature and therefore easier to manage.
Care should be taken to insure feasible schedules for amortizing

medium and long-term facility and equipment loans. 
 Capital formation
 as a result of increased member equity and profits will over time

reduce the borrowing needs of growing AMCs.
 

Member equity in AMCs and CRBs alone targeted for development under

this project currently amounts to some P 7 million ($.93 million).

It is an established principle that generally loan repayment im­proves when the borrower has an investment in the project being
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financed. 
Therefore, continued growth in member equity within the
cooperative structure should be encouraged.
 

It is assumed that the GOP will continue to financially suppoic the
growth of the cooperative marketing system and the cooperative struc­ture as a whole. 
Objectively verifiable indications of 
this commitment
will be included in the project loan agreement.
 

Perhaps a more basic financial consideration is whether a portion of
AID funds should in fact be used to finance risk capital loans to
Area Marketing Cooperatives. 
 It is proposed that some project funds
be utilized in this manner, together with GOP funds, to, in a cata­lystic manner, establish an 
ongoing, Philippine financed source of
funding for cooperatives. 
 The proposed cooperative guarantee fund,
supported itself by borrowing cooperatives, will serve to minimize
loan risk in this area. 
However, a more detailed analysis of this
issue will be called for in the preparation of the project paper.
 
Still another financial issue to be addressed in detail in the Project
Paper is the subject of interest rates to 
be fixed on loans channeled
through the proposed cooperative finance delivery system to cooper­ative borrowers."*The Cooperative Markeing Project does not propose
certainly to under cut existing commercial leading rates available
to cooperative borrowers. 
 It does propose however, to develop an
equitable system of loaning designed to 
strergthen and pro tect both
lender and borrower alike. 
Currently a PDS consultant in the
subject field of cooperative finance is working with a team of
Philippine counterparts to 
address this and other financial issues
embodied within the project development process.
 
The project development committee has initially reviewed the question
as 
to whether a portion or portions of the proposed assistance to be
offered under the Cooperative Marketing Project should be classified
as an Intermediate Credit Institution 
(ICI) loan. 
 Loan funds which
would be channeled through the proposed cooperative finance mecha­nism to 
borrowing Area Marketing Cooperative may fall into this
category. 
 This portion, however, amounts 
to only slightly more
than 50 percent of overall project funds. 
 This finance mechanism
is not in itself a finance institution. 
 It is a disbursement
mechanism which will function under the policy administration of
the Central Bank of the Philippines. A portion of the project
funds would be utilized in establishing a guarantee fund which
would strengthen the cooperative finance mechanism and allow in
turn for secure sub-loaning to Area Marketing Cooperatives. 
 The
balance of project funds would be utilized in providing a trust
fund for building AMC equity and in providing support funds for
technical assistance, management training, and modest commodity
assistance. 
 That pcrtion of project funds utilized for direct
financial assistance to AMCs will fall tinder the category of
corporate financing to cooperative institutions, not production
credit to farmers. 
Final determination as 
to whether or not the
ICI loan definition applies to portions of the Cooperative
Marketing Project will be made and addressed in the preparation


of the Project Paper.
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VII. OTHER DOIIOR COORDINATION 

In Section IV of this paper the assistance of other donor agencies

in the Philippine cooperatives development program were alluded to.
The nature and emphasis of the UNDP, Canadian and Israeli projects
deserves more explanation at this point in order to more clearly

perceive the inteirrelationships of these efforts with that of the
 
Cooperative Marketing Project.
 

The UNDP has proposed an expanded project of support to 
the Philippine

cooperatives program. 
The proposed effort will commit some 
$390,000
over a two year period to begin in January 1977 forthe purposes oftechnical assistance and training -h.e activities will be directed
toward the development of special projects undertaken by the Bureauof Cooperatives Development and in support of the establishment and
strengthening of three special service cooperatives to service Sama­hang Nayon memb,.rs in th2 areas of fish, livestock and vegetable

production. Although this project will not provide loans to AMCs
it is expected that the technical assistance and training efforts
will help develop the management capabilities of special service
AMC: and will thusly help to strengthen and institutionalize an

effective cooperative marketing system.
 

The Canadian International Development Agency (CIDA) $6.3 million
 
loan project in the Cagayan Valley offers a broad spectrum of inte­
grated cooperacive deveLopment including institutional and infra-­structual development training and technical assistance. 
Cooperative
marketing is a component of this project which focuses on Samahang

Nayon development and supports the expansion of three AMCs. 
CMSP

operations including information and marketing systems development

brought about as a result of the Cooperative Marketing Project can
 
support the CIDA effort while development activities in the Cagayan
Valley will ccntribute toward a strengthened national cooperative

marketing structure.
 

The Israeli project in Gen. Ricarte, Nueva Ecija is in its sixth
 
year of implementation. 
This project focusses on the development

of one village level cooperative according to the Moshav concept

of cooperative development. The project will contribute signifi­cantly to the Cooperative Marketing Project through the pilot testing
of effective support service delivery systems at the village level
which may be adapted to Samahang Nayon and used to improve SN/AMC

service linkages in such areas as extension, input supply and mar­
keting.
 

The implementation plan for the Cooperative Marketing Project loan
will result in the creation of a cooperative finance structure (des­cribed in Section 1X) capable of extending major loan assistance to mar­keting cooperatives. This structure will hopefully serve as a conducive
mechanism for channeling future host country and foreign donor 
finan­
cial assistance to Philippine cooperative development efforts.
 

http:memb,.rs
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VIII. FINANCIAL PLAN 

The attached budget Tables I and 2 present detailed preliminary cost
estimates for the various categories of support covered under the
proposed Cooperative Marketing Project. 
Allowances have been made
for contingency and inflation factors. 
 Inflationary rates have been
computed at a rate of 6 per cent per annum for U.S. inputs and 7 per
cent per annum for GOP inputs.
 

It should be noted under the Loan Funds Section of Budget Table 1 that
considerable GOP funds have already been invested in support of a
new and expanded cooperative marketing system. 
These funds have
been extended on a long-term loan bast to CMSP and several of the
ACs targeted for support under this project. 
Most of these funds
have been invested in facilities. 
 Future GOP assistance in the
Loan Funds Section will be channeed firstly, through the Cooperative
Development Loan Fund in support of consumer cooperative marketing
development and expanded CZSP operations and secondly, through the
cooperative finance system, discussed in Section IX, 
to AMCs and
CRBs specifically identified for assistance under this project.
Assistance in this later category is estimated to amount to $1.5
 
million.
 

The Cooperative Eouity category cited in both budget tables reflects
firstly, existing equity of .ooperative members in the 15 AMCs and
8 CRBs targeted for'support under this project in the amount of $.93
million and secondly, a 30% annual growth in this equity over the
three year life of the project, amounting to $1.12 million.
 

Detailed itemized costingson a quarterly basis 
 r the categories

of AID financial assistance are presented inAnnex B, Preliminary

Gantt Chart.
 

Additional PDS consultant support will be required during the PP
stage of project development. 
 Funding appropriation, allotment
and PIO/T numbers for this assistance are cited in Section X.
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SUMMARY 

Source 


U.S. Technical
 
IAssistance 


Participants 


Commodities 


Loan Funds
 
a. Past 

b. Future 


'BUDGET TABLE I
 

COST ESTIMATE AND FINANCIAL PLAN
 
(US $ 000)
 

Project Review Paper
 

,.. AID j .1/ 
GRANT. LOAN- TOTAL HOST COUNTRY Other TOTAL 
FX FX AID FX .LC iFX LC 

_ 393 393 2 102 497 

278 27 t7 278 

_ 79 79 _ 70 149 

- - 4,970 
_ 5,2501 5,250 i 14,037 124,257

I __ 191 
GOP in Kind 191i i 191 

2/I , f 191 
Other - __.. 3, ,_3721 3,721 


Inflation factor7 
4/__ _i __ _ _ _ ___ _ _ 

Continqencv ----------


TOTAL 16,000 6,000 22,9211 -0-; 172 129,093
 

I/ Derived from PL 480 but GOP Resource
 

2/ GOP Budgetary support for and equity in Cooperative Marketing System
 

3/ Included in above figures
 

4/ Included in above figures
 



______ 

BUDGET TABLE 2
 

COSTING OF PROJECT OUTPUTS/7NPUTS 

(U.S. $000) 

Project #492-0300 Project Review Paper 
Title: Cooperative Marketing Project 

Project Inputs 2 PROJECT OUTPUTS25 

TOTAL 

AID Appropriated 
Technicians 65 108 112 35 73
 
Participants 16 63 21 16 62
 
Commodities 


43 
 16
Loan- Funds : 16
 

-.17 
 824
Other U. 55l035363,53S. - Derived from 

S 
 ut P Resource
Host Country 7 43 43 12 
 19
 

In-kind
BudgetarySupportSupport 
 924
?33 
 456
33 
 221
35 
 70
Cooperatrive Equity 
15" 12
 

440 1,610
Loan Funds :--- ­
a. Past 
 1.,637 
 3,533 
 .
b. Future 
 4, 770 4 973 
 4 280 
 .
 .
-TOTAL HOST COUNTRY 1 7 120 8 112 
 27-1-----3 103
 

OTHER DONOR 

I -

TOTAL ­ 11832 
 7.307 8,936
15 strengthened and functioninf: AMCs 

82
1. 936 
 29.093
 
2. 3 strengthened and funcrionint CRBs
3. 
National Cooperative Markcting System supporting AMCs and Marketing produce through
Central Coop Marketing & Supply Center
 
4. 
Marketing Information System in place
5. 
Banking institutions providing credit needs of cooperatives
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IX. IMPLEMENTATION PlAN 

The CooperatiVe Marketing Project will engage a number of institutions

in program implementation. 
Those agencies responsible for adminis­
tering the loan project are:
 

1. The Cooperative Marketing System of the Philippines;

2. The Bureau of Cooperatives Development;

3. The Central Bank of the Philippines;

4. The National Economic and Development Authority; and
 
5. The United States Agency for International Development,
 

AID project assistance will be divided into 
two major categories, a

loan funds category and a support funds category. The nature for

both categories will be in the form of a loan for which an agreement

stipulating the mechanics for each category will be developed and
 
signed by the agencies above listed.
 

The loan funds categoryrefers to that portion of the AID loan to be
 
used in support of the establishment of an effective cooperative

finance system which is capable of meeting the financial needs of the

fifteen Area Marketing Cooperatives targeted for development under
the project. This system will hopefully set the stage for the eve.,tual

establishment of a Central Bank for Cooperatives. TIemechanism for

the delivery of the loan funds category is illustrated in Chart No. 1.

This delivery system will be operational by October 1977 and will be
 
included in the projectloan agreement. PDS 
technical assistance

has been utilized in the development of a comprehensive report des­
cribing this mechanism, portions of which will 4ppi
the-Prr ie t
Paper. Under the delivery scheme USAID shall extend a dollar loan, 
 -

to-converted 
 into local currency, to the Philippine Government
 
for the purpose of developing and strengthening an effective cooper­
ative marketing structure. This loan will be extended through the
 
National Economic and Development Authority (NEDA) to the Central
 
BAnk of the Philippines (CB) where it shall be deposited in a separate

account under the Department of Rural Banks and Savings and Loan
 
Associations (DRBSLA). 
A special section shall be created under t'e

DRBSLA of the Central Bank for extending short, intermediate and
 
long term financial assistance provided for under this loan 
to
 
cooperatives. A speciallytrained staff shall manage this section

and be responsible for individual borrower loan development. All
 
proposed loans shall be reviewed by a loan committee who will follow
 
prescribed loan policies and guidelines as determined by a policy

committee which shall represent the three project implementing

agencies, CMSP, ECOD and CB. 
Cooperative development loan releases
 
shall be made by this newly created cooperative finance section to
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Cooperative Rural Banks 
(CRB) participating in the project. 
 Each CRB
will make loans 
to specified Area Marketing Cooperatives (AMC) to covet
facility requirements and working capital needs as 
determined feasible
by the loan committee. 
The CRB will therefore serve as an agent to
administer the cooperative loans. 
A high degree of coordination shall
exist between the CB/DRBSLA and the CRB on all loans extended to AMCs.
The CB/DRBSLA may elect to extend loans to levels of the cooperative
marketing structure other than Area Marketing Cooperatives. 
When
this is done loans may be channeled through CRBs or, where it is
not feasible for a CRB to serve as an intermediary, through another
existing bank such as 
the Land Bank of the Philippines. Such may be
the case in extendingfinancial assistance to CMSP for the purpose of
developing an operational central cooperative marketing and supply
complex as called for in the project.
 

A portion of the loan funds category will be used to establish a
guarantee fund for the cooperative finance system which will minimize
loan risk and carry the overlying portion of loans made in
excess of
established CRB loan to equity ratios. This guarantee fund to be
counterparted by GOP and cooperative investments will further serve
as a potential equity for the eventual establishment of a Central
Bank for Cooperatives. 
Limited loan funds together with GOP resources
will further be utilized for the purpose of expanding the eqity of
fifteen AMbs through a special trust fund arrangement.
 

As a means of supporting the rapid growth of a financial structure
which is capable of meeting the capital needs of a developing cooper­ative marketing system it will be necessary to expand the equity base
ofall CRBs participating in the project. 
 GOP loan assistance will.be
provided for this purpose. Appropriate guidance will be developed
and policy guidelines established in order to 
insure an equitable
program for amortizing this investment without endangering the financial
security of the banks concerned. 
 This scheme will be explored more
fully at the Project Paper stage.
 

In addition to the loan funds category under the project, there will
be a support funds category to be jointly administered under the
loan agreement by CMSP, BCOD and USAID. 
Funds in this category will
be used in the essential project support areas 
of technical assistance,
participant training and ccumoditias.
 

Specific areas of project inputs to be covered under the support
funds category are discussed in
a concise manner in Section III of
this paper entitled "Detailed Project Description."
 

The roles of the respective agencies administering the loan and support 
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fund categories of the project are as follows:
 

1. The Central Bank of the Philippines (CB)
 

The CB will serve as the primary implementing agency for loan
 
funds provided under the project. As such it will be the res­
ponsibility of the CB to insure the wise management and timely

release of these funds in order to accomplish project implementa­
tion according to projected development timetables. CB has demons­
trated its capability to meet this responsibility through other
 
similar loan programs such as the World Bank IBRD loan for medium
 
and long term financing of agribusiness development projects

extended through existing rural banks. Nevertheless it will be
 
imperative that CB staff who will be responsible for managing
 
a newly created cooperative finance section must be given

training in the specialized field of cooperative finance as
 
existing staff capabilities exhibit limited experience in
 
dealing with this form of loan extension.
 

2. The Cooperative Marketing System of the Philippines (CMSP)
 

CMSP will'serve as an active implementing agency in both the
 
loan and support fund categories of project implementation. It
 
will be the responsibility of CMSP to offer management and staff
 
development support to all project targeted A'Ms and CRBs. CMSP
 
will serve as the central agency to coordinate cooperative market­
ing activities including intelligence for all project supported

AMCs and will assist in assessing and auditing the business
 
operations of these cooperatives. In order for CMSP to function
 
in these roles it will first be necessary to restructure the

existing Cooperative Management Systems, Inc. (CMSI) in order to
 
allow AMCs to assume greater control of management and to in­
crease the capabilities of a central staff to provide well
 
rounded management development and support to AMr and CRB managers.

Efforts to accomplish this task are currently underway. CMSP
 
must also hire additional full-time marketing personnel to insure
 
adequate technical capabilities for an expanded cooperative mar­
keting effort.
 

3. The Bureau of Cooperatives Development (BCOD)
 

The BCOD will also serve to actively assist project loan and
 
support fund implementation. The BCOD will be responsible for
 
legally registering existing and organized AMCs and CRBs targeted

for project development. The BCOD shall provide a technical
 
field staff to assist these cooperatives in the process of

becoming operational according to prescribed project development
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timetables. 
This field staff will assist CMSP in the overall
staff development for project supported AMCs and CRBs. They
will also continue to provide membership education, training
and continued organizational developmentfor the more than 1,200
Samahang Nayon belonging to AMIs represented by the project.
The BCOD through its management information system will provide
CMSP and CB updated and accurate cooperative organizational and
financial status reports in project implementation areas.
order to accomplish these tasks in 
In
 

a timely manner appropriate
policies and directives which outline in
a more precise manner
the nature of BCOD support to the project will need to be
 
formulated.
 

4. 
The National Ecr omic and Development Authoritv (NEDA)
 

NEDA will serve as 
the primary Philippine Government agency
to monitor overall project loan implementation. With respect
to the loan funds category of the project NEDA will serve to
channel funds received from USAID to the Central Bank and to
oversee the application of those funds for the period specified
in the loan agreement. 
After this period NEDA will again
serve as 
the agent for repaying the 
loan to the United States
according again to 
the terms specified in the project's loan
agreement. 
With respect to the support funds category of the
project NEDA will offer counterpart financial assistance and
monitor the proper application of project support funds. 
 NEDA
has adequately demonstrated its capability to perform these

functions effectively.
 

5. 
The UnitedStatesA ency forInternational Development (USAID) 
USAID will serve as 
the primary U.S. Government agency to monitor
overall project loan implementation. 
 Itwill be the responsibility
of USAID 
 to provide both loan and support fund category assistance
for project implementation on a timely manner to coincide with
agreed upon project implementation schedules. 
 It will also be
the responsibility of USAID to insure proper application of all
loan and support funds provided under the project. 
Suitable
mechanisms to assure 
this supervision will be incorporated iato
future project design and impletrentation documentation.
 

Two project managers will serve to provide overall management
support for the Cooperative Marketing Project. 
The project
manager representing the Government of the Philippines will be
the Department of Local Government and Community Development's
Undersecretary for Cooperatives Development. 
Representing the
United States Government, one project manager will be appointed

by USAID.
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Contracting for the U.operative Marketing Project will be accom­
plished by USAID. Support to a strengthened cooperative marketing.
 
structure is in fact support to the private cooperative sector,
 
as cooperatives in the Philippines are private not government
 
owned institutions.
 

A number of factors posing potential constraints to the effective
 
performance of implementing agency functions have been alluded
 
to. Currently, efforts are underway to remove these potential
 
obstacles prior to project implementation. A number of other
 
issues must also be addressed during the Project Paper stage of
 
development. One important issue is that of CR3 and AM equity
 
loan repayment. If project funds are to be used on a loan
 
basis through a trust arrangement to purchase preferred stock
 
in AMCs then a workable mechanism must be developed in order to
 
allow a pay back of project funds so invested over time which
 
will not later stress the viability of the individual institu­
tions concerned. The same is true for GOP funds invested in
 
CRB equity.
 

Another issue to be addressed prior to project implementation is
 
the creation of a c.operative loaning section within the CB/
 
DRBSLA. Designs, guidelines and policy decisions necessary
 
to accomplish this step will be required prior to the PP
 
finalization. A working committee has been established to
 
address this concern.
 

In addition to establishing a cooperative finance section at
 
tL. CB level, it will also be important to establish certain
 
administrative capabilities at the CRB level. These activities
 
must be accomplished concurrently with the preparation of the
 
PP.
 

Another issue to be resolved during the PP stage of project
 
development is a strategy for extending loan assistance with
 
maximum supervision to CMSP for the purpose of establishing a
 
central cooperative marketing and supply program and strengthening
 
CMSP operations in general.
 

It is believed by the Project Development Committees that ade­
quate time and resources exist at present to resolve these and
 
other issued which may arise prior to the completion of the
 
Project Paper.
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X. PROXECT DEVELOPMENT SCHEDULE 

Table No. 3 presents a timetable for the development of the Cooperative
Marketing Pxoject up until the proposed time that it becomes operational

in October of 1977.
 

The following USAID committee has been created to assist in this

effort:
 

Chairman 
 -
 Mark Van Steenwyk

Loan Officer 
 - William McDonald

Member 
 - David Garms 
Member 
 - William Fleming

Member 
 - Gary Eidet 

This committee will be assisted in planning phases by the followingGOP working committee: 

Antonio Arcellana 
- CMSP
 
Eduardo Adriano" 
 - CMSP 
Mar Rubio 
 - CMSP 
Adelino Ordono 
 - BCOD
 
Mariano Gimenez 
 - CB 

In addition to the above listed committees PDS support during thePRP preparation stage included:
 

1. C operative Finance/Credit Specialist (IM)
- Oren Shelley.
 

It is requested that additional PDS support be provided during the
 
preparation of the PP. 
The following positions are hereby requested:
 

1. Cooperative Organization and Management Specialist 
-

one man-month.
 

2. Cooperative Marketing Specialist 
- one man-month 
Detailed scopes of work fsr the above listed positions have been cabledto AnD/Washington; 
 Ref: Manila 11439, Manila 12738.
492-300-3-60305 has been assigned to these positions. 

PIO/T No.
 
Appropriation
72-IIX1023, allotment 401-60-492-00-69-51 for this PDS support is


herein cited.
 



3TABLE 
PROJECT DEVELOPMENT SCHEDULE 

1976 1977
 
A CTIVITY 
 AUG 	 EP OCT NOV DEC 	JAN FEB MAR APR MAY JUN JULAUG SEPOCT 

1. 	 Logical Framework Completed 

2. 	 Ga.r-tt Chart Completed 
3. 	 Project Development Committees
 

begin and end PRP preparation
 
4. 	 PRC review of PRP 

5. 	 Mission approves PRP and
 
forwards to AID/W
 

6. 	 AID/W reviews PRP 
7. 	AID/W approves PRP 
8. 	 Begin and end preparation of PP 
9. 	Corns ultants arrive and depart 
10. 	Continued project planning with 

GOP project agencies 
Jl. PRC approves PP 
12. 	 Mission Director approves PP
 

and forwards to AID/W
 

13. 	 AID/W Review PP 

14. 	 AID/W approves PP 

15. 	 Begin and end drafting of loan
 
agreement
 

16. 	 Project Allotments made 

.17. 	 Authorization to sign loan 
agreement given 
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INITIAL ENVIRONMENTAL EXAMINATION (IEE) 

Project Location: Philippines 

Project Title: Cooperative Marketing, No. 492-0300 

Funding (Fiscal Year and Amount): FY 1978 - $ 6 million 
FY 1979 -
FY 1980 -
Total.... $6 million 

Life of Project: 3 years 

IEE Prepared by: Mark A. Van Steenwyk Date: September 15, 1976 

Environmental Action Recommended: Date: 

Negative determination 

Concu ence: 	 Date: 

C arles C. Christian November 12, 1976
 
Acting Director
 

Assistant Administrator's/Director's Decision: Date:
 

I. 	 Examination of Nature, Scope, and Magnitude of Environmental
 
Impacts
 

Description of Project: 	 Refer to PRP, Cooperative Marketing -

Section III 

Identification and Evaluation of Environmental Impacts: See 
attached Impact Identification and Evaluation Form 

II. Recommendation for 	Environmental Action: 

Recommendation for a threshold decision that the project will not
 
have a significant effect on the environment, and therefore a
 
negative determination is appropriate.
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IMPACT IDENTIFICATION AND EVALUATION FORM 

Impact Areas and Sub-areas 

A. LAND USE 

1. Changing the character of the land through: 

a. increasing the population --------------
b. Extracting natural resources ----------
c. Land clearing -------------------------
d. Changing soil character ---------------

2. Altering natural defenses ----------------
3. Foreclosing important uses --------------
4. Jeopardizing man or his works -----------
5. Other factors 

B. WATER QUALITY 

1. Physical state of water -------------------
2. Chemical and biological states ------------
3. Ecological balance -----------------------
4. Other factors 

C. ATMOSPHERIC 

1. Air additives ---------------------------
2. Air pollution ---------------------------
3. Noise pollution --------- -----------------
4. Other factors 

Impact
Identification and 
Evaluation* 

N 
N 
N 
N 

N
 
N
 
N
 

N
 
N
 
N
 

N
 
N
 
N
 

* N - No environmental impact H - High environmental impact
L - Little environmental impact U - Unknown environmental impact 
M - "oderate environmental impact 



IMPACT IDENTIFICATION AND EYALUATION !rORM 

D. NATURAL RESOURCES 

1. Diversion, altered use of water --------------
2. Irreversible, inefficient commitments --------
3. Other factors 

E. CULTURAL 

1. Altering physical symbol.s -----------------
2. Diltition of cultural traitions 
3. Other factors 

F. SOCIO-ECONOMIC 

1. Changes in economic/employment patterns 
2. Changes in population ----------------------
3. Changes in cultural patterns ---------------
4. Other factors 

G. HEALTH 

1. Changing a natural environment ---------
2. Eliminating an ecosystem element 
3. Other factors 

H. GENERAL
 

1. International impacts ------------------
2. Controversial impacts -----------------
3. Larger program impacts --------------
4. Other factors 
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N
 
N
 

N 
N
 

M
 
L
 
N 

N 
N 

N
 
N
 
M 
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Discussion of ImDacts 

F. 1. Changes in Economic/Employment Patterns 

It is anticipated that the Cooperative Marketing Project will 

have a moderate impact upon employment and economic 

growth and development within the some 1,.000 villages 

serviced by the 15 Area Marketing Cooperatives targeted for 

In these areas, it is anticipated thatproject development. 

strengthened Samahang Nayon associations will provide
 

better systems for the delivery of basic support services
 

to farmers thereby increasing profit margins for the pro­

ducer and aiding in capital formation and savings at the
 

village level. Samahang Nayon will thusly become viable
 
a host of servicessocio-economic institutions for providing 

to farmer merhbers. Positions of leadership and manage­

ment created within the SN/AMC structure as a result of this 

growth will provide continued employment opportunities to 

rural families. 

F. 2. Changes in Population 

It is presumed that a strengthened cooperative marketing 

structure will result in increased employment opportunities 

at all levels of the program but particularly at the village 

level. Professional opportunities will attract educated and 

technically trained young people who previously were un­

employed or drawn to urban areas in search of work. 
to assume positions ofOpportunities for rural women 

increased responsibility in Samahang Nayon leadership 

will also occur. The Samahang Nayon as an institution 

is likely to play a more significant role in terms of its 

relationship to community affairs. Members of Samahang 

Nayon are expected to develop economically at a faster rate 

than non-members due to the direct benefits which will be 

provided to them by cooperative organization. Over time 

these benefits will undoubtedly affect the socio-economic 

structure within the rural environment. 
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H. 3. Larger Program Impact 

It can be anticipated that a viable cooperative marketing program 
functioning effectively to deliver input supply, marketing and 
other valuable support services to farmer cooperative members 
will have subtantial impact upon other national level programs 
as Well as the economy as a whole. The ultimate success of 
the Philippine Agrarian Reform Prograrm., for example, will 
depend largely upon the ability of a strong and viable cooperative 
structure to meet the basic productirn needs of farmers once 
supplied by landowners. Samahan 5 Nayon will further assist 
in the collection of land amortizacion payments made by 
beneficiaries of the program. 

An effective cooperative marketing structure will also have 
considerable impact upo-n che national supervised credit program 
thru production credit rr;payment schemes controlled by 
cooperative structure. It will further promote agribusiness 
development in rural areas by providing new opportunities 
for the introduction of small-scale farm machineries at the 
farm level (i. e., threshers, dryers). The cooperative 
marketing system will also offer a channel for rural education 
and the extension of new technologies to the small-scale 
farmer. 
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ROLE OF WOMEN 

The interest tn woman's development is rapidly advancing in the 
Philippines. However, the prerequisites for that developmert are 
stillwanting in many areas. This is particularly true for the lower 
income Filipina. For her whenever changes are introduced into the 
community in which she lives her own social system is affected. If 
these changes are positive in nature she may benefit from an improved 
social status with respect to the role she pl ys within her community 
or within her family. She may even exhibit a noticeable improvement 
In her physical and/or mental well being. 

Within the context of the C.oopeiative Marketing Project women hold 
sianificant responsibility in the decision making process for determining 
such factors as when a farm family's produce is sold, how much it is 
sold for and to whom it is sold. The same applies to the purchase of 
production supplies. Women are often Involved in important positions 
of leadership within the Samahang Nayon. Being the family monetary 
manager, it is the woman who must be convinced of the worthiness of 
financial investments in the Samahang Nayon and other levels of the 
cooperative structure. She is the one who sets the financial priorities 
of her family. She is also often instrumental in deciding whether 
certain production technologies should be adopted or not. If the farm 
family is considering to apply for a production loan it is often her 
decision that decides whether not they borrow and, if they do, whether 
or not they pay back their loan. 

Professional women are also engaged in key management and staff 
positions inhrea Marketing Cooperatives, Cooperative Rural Banks, 
the National Cooperative Systems, and the Bureau of Cooperatives 
Development. Women have actively contributed toward the design,
planning and implementation of the Philippines current cooperatives 
development program. They have also assisted in the preparation of 
this particular project plan. 

The impact of the Cooperative Marketing Project upon~life of the 
Filipina in rural poor communities will be significant. The proposed 
project will have a strong direct educational benefit for women in ppor 

60...m a- "-.... - 9'- - - - - rur- la s n­

r~rural areas and will 
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create for them professional opportunities for many years to come. A 
prosperous socio-econo.nic development in rural communities brought 
about because of a more equitable distribution of the benefits of pro­
duction as a result of effective cooperative support services will result 
in increasedopportunities for the employment of women in such areas a s 
cottage industry and other agro-business activities. !n addition, family 
income will be increased in the less developed rural areas, thereby 
providing the rural woman the means to improve her life nutritionally, 
intellectually, and materially. 
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F Office oi thg Director 

Office of the 
__&sist ntPD1rector .
 

- Management Inform tionServici-

Data ControlF Sstms, eloj -

Liromotion & Supervision Education & Training Resources., Allocations -- S-e-c-alrojctsDivision Division I & Development Division I DivisionJ 
1.AmnsraieScDo . ~ iisrine 
 Division 

1. Administrative Section 1. Administrative Section 1. Administrative Section I. Administrative Section

2. Promotion & Organizatior 2. Planning & Programming 2. Research & Evaluation 2. Research & Planning 

Section Section Section Section 
3. Registration Section 3. Evaluation & Develop- 3. Cooperative Development 3. Project Development
4. Development Section ment Section Section ' Section 
5. Audit Section 4. Instruction & Training 4. Inter-Agency Section 4. Project Execution &
6. Investigation Section Support Section Supervision Section 
7. Liquidation Section 5. Cooperative Information 5. Liaison & Coordination 

& Publication Section Section 
i --- -- -- -­
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COOPERATIVE MARKETING SYSTEM OF THE PHILIPPINES 

ORGANIZATIONAL CHART 

BOA-RD OF DIRECTORS I 

FENRAL MANAGERJ 

I IRESEARCH & DEV. 

ASST. GENERAiiANAGE 

-CORPORATE SECRETARYJ 

PUR CHASING I'MARKETING 1 SPECAj A 7MNWAREHOUSINGI -LS DINV 

Consumer goods Meat/Poultry Bldg. Admin. AdministrationFarm supplies Produce Motor Pool FinanceGrains Dairy 
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AREA MARKETING COOPERATIVES 

ORGANIZATIONAL STRU CTURE 

S SN SN SN SN sSN 

GENERAL ASSEMBLY 

BOARD OF DIRECTORS1 

ORP ORATEI IERFI 

7GENERAL MANAGER 

IMANAGEMENT STAFF 

EDUT 0 NAUDIT & 

.COMMITTEE 

E L +f--OTHER 



COOPERATIVE RURAL BANKS 

ORGANIZATIONAL STRUCTURE 
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SNIN NAC N SN 

GENERAL ASSEMBLY 

riNLMANAGERSTF 

'Ai 

CREDIT 
COMTEJCOM 

PECIALSPECIL 
MITT EESJ COMMITTEES 
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SAMAHANG NAYON-

ORGANIZATIONAL STRU CTURE 

rmer Fare r Parer Far er Far er 

EDUCATION 
& TRAINING 

COMMITTE 

BOARD OF DIRECTORSI 

II 

FIAC 
DEVELOPMENT 
COMMITTEE 

_ 

AUDIT & 
INVENTORY 
COMMITTE 
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ESTIMATED COMODITY REQUIREMENTS 
COOPERATIVE MARKE. iG PROJECT* 

Commodit 7 Specification 	 No. 

1. Truck 3/4 ton 	 60 

2. Truck 2-1/2 ton 	 15 

3. Trailer 1 ton cap. 	 30
 

4. Scales 	 Platform (500-kilo) 20
 

5. Scales 	 Platform (250-kilo) 10
 

6. Fork Lift 5-ton capacity 	 3
 

7. Grain Sacks 
 1100,000 

8. Typewriter 	 Electric & manual 
 60
 

9. Safe Floor 	 15
 

10. Desks 	 Steel 
 40
 

11. File cabinets 	 Steel 40
 

12. Adding Machines 	 Manual and electric 20
 

13. Calculator 	 Manual and electric 20
 

14. 	 Slide Projector Automatic, Kodak or 
equivalent 5 

15. Radio 	 Single side ban 25
 

* To be acquired through excess property if available.
 


