
OCT 1 8
 

COP/ACDI Phili.nnine (roonerative '°arI--tinp Project 

Final Report 

June 9, 1982 -- October P. 19112 

Vanila, Philinpines
 

Prepared by
 

John T.T. Smith 
Cooperative "arketin . Tnforration Specialist 

Project No. 
 2-0300/CN-001
 

AID Loan No. 492-T-051 



TABLE OF CONTE rS 

ACKNOTLFDGMp[ ,ITT 

Pape 

1- 2 

TE.',S, OF PFFT!.F.C . . .3 

IX TPODUCTION. 

ASSESSUET OF TPL' STATUS OF THE F.DEPATION........... 

4 

5 

ASSESS'71' OF TlTF STATUS Or T!Er A."Cs ...... ....... 6 

CAUSES OF FtIjtTp. . . . . . .............. 

ITIDELINES FO- PEVTVPTG TIlE '.FTDEPATED 

O7 BASIC COPITIOS !FCFSSAjY FOr I 

COOPEPATTIVTE 

rLEU,rrATIRrj 

. 

. . 

. 7 

10 

7 

- 10 

- 11 

!PTLEITRMTATIOV O7 TTE CUIDI IS pT, It, 
SURICAO DEL SUP 

COTINUATIOT OF TUE IIPLE!T.ITATION.14 

7EMCMIl7FE ORDER 803 ................. 

.. ........ 12-

16 

1!6 

15 

17 



ACKNOT j rprrP'rS 

I i'ould like to ac:nno, ledce my ratitude to the many nernons 

pI-th -hop T was associated for their snirift of hclnfiillness and 

cooneration. 
AS most of mn, tire ,7as sqvent ii, "indanao. I am nar

ticularlv vrateftil to those nvrsons in the 'Iinistrv of Arricu-ttire 

T'epional Officep (,.I) xho soresnnnded .racio,].v to my needs durin.r' 

YT, assi nrent. 

This consultancy wTas the outgro.,tli of the urecrstmnding of
 

7'rs. 'elia T, ronzalez, 
 tcsistant Secretary of the Ministry of 

Agriculture and concurrently, Officer-In-Charpe of the Bureau 

of Cooperatives Pelelonment, for the need to develon the Fede

ration of Apricti tural "arhetinp Cooncratives of M.indanao (PA"'CO).
 

,rs. Conzalez dedicat 
 Tuch tie and effort to this Federation
 

and her supnort has been a major 
elerent in the nropress of the 

ederation.
 

Purine my stay in "indan.n 'Tr, Ceorc !.nth. ACPI Chief r) 

Party. raintained c].os, contpact with the nrohlems and nropress 

of the F.deration. Ile resionded nromnvtlly ith full Gunport to 

reauests for adinistrative and technicql assistance. 

.'r, Arturo ...Sarmiento, Perion';,I 1 irector or the Itinistr 

of Apriculture (T'.e.ion "I) deserves s.pecial recopnition for 

the technical sunnort he nrovided during m, stay in indanao 
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Throuph H s puilance tm ctitdratjon ,a.s nrovidced a ne,l.y 

remodelecl, air--conditioned office. A !Iinistry secretary and 

vehicle and driver iyere nut at my disnosal for the duration 

of my consultancy. Discussions that T h;ave had ith Tirector 

Sarmiento have been useful in nrovidinQ 1,ackIpround and insights 

into problers faced hy t,,e ar ricultural cnoperatives. 

- 2 -



TERI'S OP U.iFE".'CF, 

At the berinninr, of my coisultancy, I uas inforned by 

:er. Voth that the deveoprment of the Federation was not movinp 

forward at the pace envisioned by r'ederatiin mnobcrs, accordintnor 

to the activities timetable in the development alan for the rede-., 

ration. '"yoriginal terms of reforence called for assistinp the 

management of tile Federation in inplementinp a arketinp Tnforrmati.on 

Service. lPowever, there was no Federation manarepent to assist, anl 

four of the nix 
 me.mer Area "arl!etinp Cooneratives (AMCs) iTere in 

eminent dancer of collanse. As a result, it wTas necessarv for me 

to direct my activities to',*ard assistinpr the iWCs in their word t cri

tical areas of need. This necessitated revisinp the torm., of 

reference to the folJ.orjinr'"
 

1. Poard of Directorn .-Education in responsibilities and
 

duties as bo, rd meribers. Setting ronls for the coone.

rative and estahlishinc nolicv for attaininr tile poals, 

tdication in leadcrshin,
 

2. !'anapement - Assistance in financial manafecmeat. Admi-

nistrative nrocedures, mnrketin 
 and trade tarpets 

and Jeadershin activities.
 

3. Institutions - rstablishinp fmctional lin's between 

the coonerative and relevant institutions such as tile 

rural, banks, the 7'ational Tood Autl'ority anO the 

rinistry of Apriculture tecl'nicians. 

'1. , 
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IFTPODT CT IO1
 

I heoan ry four-month consultancy trith the Coonerative 

"arketinp Project (',lP) Jtne 1V P. that). nn date, I fler to 
Pavao City with 11r. Voth to meet the Tepion XI Tainistry of Agri
culture nersonnel and the Chairmen of the Board of- "irectors of 
some of the Federation mier'ber apricultural cooneratives. After 

two days of neetinRs, I returned to 1'anila for a 
week where I
 

had discussions with C'T and Bureau of Coon~rative Development
 

(COP) 
Personnel about my assipnmcnt. 
 I be-an my permanent
 

station assicnment in Davao City on June 2n, 
 T returned to
 

11anila once a month to narticinate in the Tnter-Apencv Coordi

natinp Committee (ICC) meetinps.
 

In Thavao 
City, an office_ for the Federation was nrovided
 

by the IVinistry of Aariculture Perional Office 
 T, JAsecretar, 

was assipned to the office, and a vehicle and driver ,,ere rmade 

available to me. A sinfle sidebandl radio uas installed in the
 

office 
 to nrovide communication wlith the A"'s in Porth Cotabato, 

Ausan dl ;ur, Davao Oriental and the Puroati of A.ricultural
 

Economics in P'anilr.
 

Purina rn, 
 stay ii "'indanao nhout half of my tite was spent 

in the field Nisitinp saplahanp, nayons (S"!,) anrl A's in the nro
vinces wihere th.e aptricultural cooneratives were to become members 

of MA"&'Ol. 
 Mield trips we,-re made to the 
 rovinces of Davao del
 
11orte, Pavao Oriental, Suricao 
le Sur, APusan del Sur, IPorth
 

Cotabato and Sultan i'udarat. 
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ASSESSFIIRTOForIF STATUS Or,TT'1 1T,DEflATIO" 

The oririnal nrorosal. tins that six A"Cs incornorate to form. 

the Federation. They were to subscribe P1.-,60,000 with initial.
 

paid-up capital of -320,0./0. The Paid-un canital was to be
 

raised and the Federation repistered a:; a coonerative by "ay 15J..9o 

U'hen I arrived in Davan City on June 20, 1m; first major
 

activity was to assess the 
 status of the Federation. Althouph
 

a board of directors and officers 
had been elected there had been 

no rederation activity. There was no naid--un canital and the
 

Federation had not been repistered. Purther, oF the six A 'Cs
 

that were to 
becore members of the Pederation, t!,,o were closed,
 

two iucre sustaininp heavy monthly losses, 
 and only t,o were 

financially viable. 
The two viable A17's continue to have an
 

active interest in the rederation, 
 and indeed, North Cotabato 

AIT!C has extended sop'e of its credit nriveleees for innuts to 

Tnavao Oriental A!'C. The two A'.Cs ,.iith heav' losses ere inte

rested in whatever assistance a Federation could pive them, but 

were in no Position t,, narticinate in cani.taliine the Federation. 

I concludred that the develonment of the Pederaition 11as not 

merely behind schedule, ,ut because of failurethe and near 

failure of four of the six ..Cs, the whole conceon- of the .'in-

Oanao Federation ,-is in jeonardy. It was annareont that if the 

Federation "yere to be salvaped, the A"Cs iou[d have to be revived 

to a noint where they could actively rarticinate in tlhe rederatiorl 

activities.
 



A.SESSTTNT OF TI-1E STATUS Of T Al,,c
 

The AY'Cs in Davao Vorte an.] Silltnn Kudarat iere no longer 

functioninp. in navao T'orte, th, hoard of directors were holiinn
 

m-.Athly meetinps sea:incy ways of revivin, their organization, but 

their buyinp and ,linp onerati.onm; hMd co '!etelv ceased. The 

rice mill was millinP a ,,etj cvans a clay. In Sultan 'Vudarat, I was 

told by an emnlovee livinc, near the locked office that everyone
 

was on leave. I ,was not able 
 to find the mana,,er. 

In Afiisan del S ir losses For the first seven months of
 

19R2 averaged about !?15,5)q) Per month. 
 The A;MC is sellinp on]N
 

a small amournt of innut , and not
was eperatinp its mill. In
 

Surirao de]. Sur, much 
 the same situation existed, excent Tronthly
 

losses iere not as Prent. to be on
)avao Orienta]. A.r a nears 


the road to financially viability but it 
 if,too eariv to judge
 

the nermnence 
 of its succnss. i is only the second year
 

that it has had net nrofits 
 -ind it is ernlar!:ing on a major finan-

cial undertal'in,, with 
 the proposed nurch,ase of a rice ill. 

"'orth Cotahato A r is the iroIel oF sustairied success. It has 

been operatin!-, ,t n nrof it for about P ;'"'rs, Tnniit sales to 

rneribers i.,ere about 7 million nesos a year, Strong l:in.ages 

have been develoned betxween the theR's, Coonerativ. Iurl. 

Bank (CP.) and the ATTC. 



CAUSES Or FAILTPP 

Prop my v:.sits to the two successful ir'Cs and those that 

had failed or were failinc,, T was able to identify sore of the 

strilrinp differences in the board of directors, manapem nt and
 

supnort from institutions. The urisuccessful 
 cooneratives have 

failed for a variety of reaLcns,, but within the ruberic of 

failure, there is ineffective mnnagement, lac. of leadership 

X.Tithin the board of directors and minimal sunnort 
from institu

tions. In discussions iitbi cooperative rianaeers, board mebers 

and institutional officials are claimstbere oonflict.nP about
 

the causes of these prnhles. The mrnavers claim that they
 

are ineffective 
because of lack of direction from the loard
 

of directors and no supnort from institutions such as the '"A
 

and the SNs. The boards of directors b.aie incffectiveness on 

the manaver for not carrviip Out Tolici '; 71nd the institutions 

for lack of sunnort. The institutiors claim there i!! notbin!' 

viable in the c.rTerative for thor- tc; :1,inrort. Thr,_ is a -en ril. 

foelinr of frustration and imnotence by all. involved hich has 

finclly given way to anathy.
 

MUTITLINES FO" ".TITVIflf C TE_ FFDEATE COOfEATTIPS 

The nrecarious situation of the -'ed,'ration Afls renuired 

that guidelines reviled be andto the, rlc.,ejoped immediately 

irmlemented. The renera] objective vas to ,nrovIie technical 

assistance to the financial, distressed! cooneratives so that 

the, would become financilly viable, nrvile scrvic.s to the 

7
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membership and would be consic2red " rnanent' by the ebers 

in terrs of their willinpness to caipjitilize ti.e coo, rative. 

This objective was connosel of three senarate, hit inter

related parts.
 

1. Strenpthen the SiTs 

2. Pevive the A'Cs 

3, Develop the Federation 

A first step was to examine the prohlems of the S 's. A 

maior problem faced by many S 'Ts is that they do not provide a
 

service that rembers
the value. They need n ,ervice that will 

provide immediate and tcrsonal benefi.t. Accor inp to M' leaders. 

mepJbershi , .n di.indlinp because the cooprative cannoi offer any 

service to the members. Througvh discussions T,,it!) S presidents, 

it was apreed that innutan nroprar, would he an exc:,!Ient ,yay
 

to help stem the ,letpriorat t11n(SM,; i r
on of It tritCicaI
 

service 
based on the felt need]S of the S" T-embers. ronerly
 

administered, it iill str,'nlC0th0l 
 re cohivenss theOr Sl.!s, 

nrovide inc-oe to tie AtC and ,cy 1',eco,,' a b husinesrs for'.ic 

the ederation. 

The Iopical conduitr for nn ST' inpiltt Droferar is the A"f, 

' 1ou:ever, the AN'2 must have the oreani.'ationl' anid technical cna

bility to carry, ot the nropram. I identified three nrobh.em 

areas in the failino A:Cs 'Hich needed attention. 
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1. 	Board of Directors
 

a. 	 Resionsibilicies and duties as board members. 

Board mebers must be made aiiare of their general res 

ponsibilities and specific duti.es. 

b. 	 Setting poals for the coonerative and establishin, policv, 

Board members miust be puided in settinr, the goals that 

will lead to a viable coonerative and developinp Policien 

that w.ill lead th& cooperative to the Poals. 

c. 	 Leadership,
 

Board 
 mebers must be educated in the nhilosonhy and 

principles of cooperatives so they can nrovide the 

leadership for the general rembers. 

2, 11anapgement 

a. 	 Assistance in financial inanavement. 

Ianagers must institute an accounting system ,h+ih p7ill 

provide accurate, complete and un-to-date financial 

information. There must be the service of a component 

accountant available to the AC. 

1. 	Adinistrative procedures.
 

Managers must knor he nolicie of the board of directors 

and be !,illin and able to adhere to t",em. 

c. 	 Varketin, and trade targets. 

It is the resnonsibility of the manager to develon income 

peneratinp activities set 	tarr.ets and establish strategies 

for 	achievinp the targets.
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d. Leadership activities.
 

The Tranaper must act as an advisor to the board of directors. 

IL is his responsibility to develop the confidence of the 

board meTMers. Ie also has the responsibility for deve

loping the loyalty and commitment of the S'ts. 

3. Institutions.
 

Linkapes mu:st be estr.blished between the AY'C and the 

relevant institutions. These instit,,,ions include the SNs, 

rural banks, N;A, I<Kl and the TTA. 

. activities as CIT?consultant were structured around 
these Puidelines which were desipne,1 to help acbieve the general 

objective. The puideline activities are also comnatible with the 
"Basic Functions of the Federation' as outlined by 1'ark Van 

Steenwylk in his Anril 19A2 report Some Develoment Consierations
 

for the Federation of Agricultural tTarketinp Cooperatives of
 

?lirdanao (FA'CO?!), I11C. 

SOM, BASIC CONDITIONS NECESSARY FOR PTLENTATION 

The successful implerentation oF these guidelines requires 

sone basic assumntions about the ST's, conditions within the EJC, 

and the aoiality of the external leadershin of the consultant or 

government technicians. 



As the basic buildiny block 
for the cooperative system,
 
there ,ust be at least a few S:Js that have an active and committed 
merbership and the F,' chairman must be able to command the loyAlty 
of his members. The SN rust have the financial capability to 
participate in the capitalization of the Aj.fC. Finally, partici-
pation in an input proiram requires that solne individual members 
are eligible for institutional finincinp or abic to self finance
 

their p,'rchases of innuts.
 

To become financially viable, 
 the A'fC must have at least one 
ostronpman". This is a person %rho is a canable businessman (one 
.ith business exnerience) ,'di'ho 
can influence the board members
 
and manager to see that the 
coonerative is oneratedi 
on a business
 
basis. This is 
a necessary 
but not 
sufficient condition. 
There
 
are many other elements Twhich are needea, but this is the key 
stone to succesqful rehabilitation.
 

There must be 
stronp external leadershhii. This -ay be either
 
a co, sultant 
or a person from the 'inistr-
 of Ariculture. 
The
 
leaJer must he willinr, to nersonally spend 
a ,reat (lea] of tiM.,'
 
on-site visitinr 
the S,Ils, 
 A'r and the sunportinn orpanizations.
 
The leader must have nsycholo , cal accessibility to a! 
level of
 
persons from the Covernor oF the province to 
the general membershir
 
of the SN. 
 Ie must establish personal crndibilityr and understind
 
the use of influence. 
 ,ost imortantly, the leader must 
have a
 
can-do" attitude toT'ard 
the ,ropram, 
This entails motivation,
 

initiative and decision makin- capability.
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ITTLEF2I1TATION OF TE CITTPELINES IN SURICAO DEL SIM, 

The basic conditions for ,ucces.f-,F imlementatior, existed 

in Suripao del Stir and becauiqe of the ti-re limitations of the 

contract, I concentrated imyefforts on strenftheninp the SNs an,' 

rehabilitating the AM,in that nrovince. 
 7he rationale for focusint,
 

on one cooperative was to 
test 
the practical apnlication of the
 

.uidelines by followinp through as 
far as nossihlc before the end
 

of the contract.
 

The i-lepxrntation hepan July 2/ 
when I attended a board
 

of directors meetin), in Tandaq, Surigao del ,qur and presented Cie
 

ouidelines. A resolution was 
adopted by the board of directors
 

to accent the Puidelines anc1 to actively participate in restruc.

turing the coonerative. Auczust 
5., the board of directors called
 

a snecial meetinR and reouestod the r,si,,nation of the ranager.
 

That marled the bepinninp of intensive activity to 
R.ain the
 

interest cf the S" leaders and. members in nurchasinp inputs throuph
 

the A C an1 in reorcanizin, the A' so it 
 could act is a conduit 

for the inputs.
 

The ,,rinciple persons involved included T"r. Pilfredo Pat

rimonio, accountant: fror, !ortb Cotnhlato A'C Attv. Pomeo Serqui.fa. 

General Panager of NIort:h Cotabato A: C. 'r Ceor ,e Voth, Consul

tant (Ciefof Party ACTI Tom or-6i1, 
 Poace Corps Volunteer Juan 

Y. Solomon, Assistant epional Director of "A .eion X' Provincial 

7A technicians, the AI!C board of directors, R' presidents and1 
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myself. On the recrpher, vere the local managers of the NFA,
 

KKK, FST)C and the PFB. These nersons have all playd role
a 


in the iwplementation of the ,,uidelines.
 

Purinp the i-nl:r-rntntion ncrvod of two t-onth-i. ther. hm' 

booen !inificant tccor nli:hrents. "r. Patri.ronio snent nearly to 

wecks bringinp the accounts tip to date. The AWHC board has now
 

hired an -xneriencr-d accountant 
 to maintain up--to--date and
 

accurate financial 
 records. A managemnt co-mmittc vas anpointed 

and the Peace rorns Volnntter vas appointed as tmnorary adminis

trator to carr, out the directiv.'s o, the manaperment committee 

unti.l a permanent manateL can be rocruitr.d. Atty. Serquin-a is 

prediared to sunDly inputs to the cooprative throtiph the North
 

Cotabato credit line if strict 
reo irements on nayrrents are met.
 

Atty. Serr'uiia and ,'r. Voth have 
 attended me'etins iith board
 

meTrs, PA technicians And SIT leaders 
 to discuss the innut
 

nrogram. Local innt nrices., 
Ccbu-Surioao del Sur shinping
 

costs and local truck 
haulinp costs have been collected 

analyzed to determine the fcasibility of tlhe coonerative sellinr 

inputs at prices competitive with local dealers. 

Overall, the response by over-jone involved has been gra-

tifying. 'FA, YK, rSPC and the provincial T.A nersonnel have res

nonded favorably to discussion about iays in which canthey supnort 

the cooperative. SI! leader:- are enthusiastic about the prospect 

of revitalizing their SNs. 
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The presidents of participating ;,"'s
are listin, the
 

names of merbers wbom then consider to he co;:iitted and loyal 

to the SH and are rood credit risks for the input nrogram.
 

The reliability of 
 these nersons will be cross-chec!.ed with .Mk 
technicians, lendinp institutions, and the K'KK which had admi

nistered an input program to the r,oybean Prowers. After the
 

reliability and commitment 
 of thone is 


their orders for type and quant.ity of inputs will be 


persons listed confirmed, 

taken. 

This is exnected to be completed in mid-October. The innuts
 

will be scheduled to arrive for the November and December plantinp 

periods.
 

CONTINUATION OFTIfl IPLE?,Fr.T.TATImO 

I believe that in Suripo dol Sir erou-I' backfround 17orh
 

has been 
 done with the Sis the institutions and the AIT so that 

there is a good chance to succef;sfulb? implement the input
 

program if a qiualified ext' rnlji leaer can 
be fotmd to continue
 

the work. The leader's role will to
be coordinate the activities
 

of the board or directors, the manafer. 
 and the relevant insti

tutions such as the r-. - I{I{ and t!', rural 
 anl-.;.
 

Tiis is a crucial tire For the Surivao del Stir cooperat;v, 

Plantinp season be.ins in Novenber :lnl inn:ts must be on hand 

for distribution. Theri, is much vork still to be done with the 
A!'C before the end of the nlantinq season. The success of this 

input prograr, will require a continued focus of effort ,ntil 
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the end of the plantinp, reason. '1owevcr. to be truly successful
this effort must be notdirected only to administering, the input 
program, but also to tieinp it in with educating the FN members 

in the philosophy of cooperatives.
 

If this input nropram is succes-ful 
 in Surifao del Sur, it 
may be an acceptable model to anply to the other failin coone.. 
ratives in the Federation. Certainly, successful administration 
of this input profram and the revi.val of Suri.ao del 5Sur AITC will 
be incentive for future activity by ofthe ' inistrv Ariculture 
and for other cooneratives to participate in the rroprarn. This 
will strenpthen the individual cooneratives and nrovide a stronf, 

imnetus to the development of the Federation. 

Based on the early response of the S :s and the APC to 
implementation of the guidelines, I believe that this a-proach 
i.s worthy of continution. The essence of this aproach has been. 
for the consultant to 
coordinate.- a concentration of human and insti
tutional resources. 
 A leadershin role has been developed ,Thich 
includes motivating and guidinn the board of directors, manaper, 

the SP! leaders and the institutions. 'his, has required estab
lishing, personal rapnort wyith the individ 1.s involved. Technical 
assistancein this critical situation,ccn he effective only wiben 
it is Personallv supervised and is interated into the whybole of 
the organization by the cooriinator, leadership, wi-ich is an 
imnortant element in the rehabilitation of cooperatives . cannot 
be provided by a task force. 
 It requires individual cotruitme.nt 
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and the ability to f ain the conFidence of tho cooperative menters 

through personal contact, rventually, inflividuailized assistanc,
 

my he phased out and institutionalized 
 issistance substituted.
 

Vo',ever, 
 there is the immediate proble:-, of maintaining the
 

moirentum and ipro.ress 
 'hich has been made in ,iurigao del Sur and
 

which is 
 so vital to the formuition of the Fclerationo 

EYCUTIVE ORTP, "03 

I be]ieve the newly issued Executive Order P03 provides an
 

onortunity for aprictltur.il cooperatives to 
oxnand t1wir role in
 

operationalizinfr agricultural 
 TnolicV an, in increasing their
 

effectiveness 
 in meeting farmers oroduction and marketing needs.
 

The nPricultuiral cooperative, 
 Thich incorporates the s~n, AM and
 

rrP., 
 Pay be the most effectiv means for the Tnteprated !ann,,erert
 

System to implement 
 the delivery of agricultural services and inruts. 

The effectiveness of the nrovincial anricultural council. in 

meecing national aricultural nolicy objectives 1,ill depend ver, 

much on the resrnonsiveness and support oF the farmers. Stronp 

velJ orranized coonerativs nrovide the hiost condluit for dialogue 

and understandin7 of objectives between the local. government and 

farmers. The agricultural coo-erative provides a ready made pro

duction marketinp and credit system through which the nrovincial 

a-ricultural council can carry out policy, Tndee(1, the cooperative 

is an organization inte!?ratinp che essential activities of the
 

farmers.
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The apricultural coon,2ratives cart nlay a sipnificant role
 

under Executive Order 803 if the 
potentials are pursued with vifor. 

In P1y exrerience in !'indanao, the agricultural cooperatives do not 

have the internal leadership initiative to take th:: 
first steps
 

to develop 
 rannort and coordination
the ,11th the provincial as:ri

cultural council. 
This must come from. e:iternal lead, r.sl-i.n Tro, Ph 

the 'Iinistry of Aroriculture, T an confiK:-nt that if the ministry
 

nrovides leadershi,, the 
 various apencies involved in the imple

rentation of Executive 
 Order P03 will resnond positively to the 

cooperatives. 
 If the "inistry of Agriculture through BC0) can 

mount a major carmnaipn to pet tie cooperatives rovinp and coordi

nate with the provincial apricultural council, there is every 

reason to be otimistic about the cooperatives helpin,- to achieve 

rrovincial and national aricultural objectives. 
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