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ACKNOT NETPT!,,'1S 

I would like to acknoiyledpe rmy pratitude to the mnany nersons 

Vith whom I was associated for their snirit of helfullness and 

cooperation. As most of mv timre was snent in Ifindanao, I am par

ticularly grateful to those nersons in the ?inistry of Ariculture 

Re.ional Office ()U) who rennonded so graciously to ry needs durinp 

my assignment. 

This consultancy was the outgrowth of the unrcrstanding'of 

TPrs. Melia T. ronzalez, LBesitant Secretary of the Ministry of 

Agricultre and concurrently, Officer-In-Chare of the Bureau
 

of Cooperatives Pevelonment, for the need to develon the Fede

ration of A.ricultural "'arketinp Cooperatives of 11indanao (rRCO?1), 

T'rs. (onzalez dedicated much time and effort to this Federation 

and her support has been a major elerment in the propress of the 

Federation. 

During my stay in ?,indan-io., !fr. Ceorpe Vloth, ACDI Chief of 

Party, raintained close contact with the problems and proress
 

of the Federation. Tle resnonded nromntly with full sunnort to 

requests for administrative and technical assistance.
 

!Vr.Arturo P.. Sarmiento, Repionil. Director of the '1inistri 

of Apriculture (P.eeion Y.I) deserves snecial recopnition for 

the technical sunnort he nrovideA during my stay in indanao 

-1I



Throuph Hls sruilance, the Pederation iTas provided a netJly 

remodeled, air-conditioned office. A ?Vinistry secretary and
 

vehicle and driver tere nut at my dis~,osal for the duration 

of y consultancy. Discussions that I have had with Director 

Sarmiento have been useful in nroviding backpround and insig.hts 

into problems faced by t!,e ap.ricultural cooperatives. 
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TER IS OF REFEPMNCE
 

At the bepinning of my consultancy, I was informed by 

Mr. Voth that the developrent of the Federation was not moving 

forward at the pace envisioned by Federation members, nor according 

to 	the activities timetable in the development plan for the Fede

ration. Tv original terms of reference called for assisting the
 

management of the Federation in implementinp a !arketing Information 

Service. JPowever, there was no Federation management to assist, and 

four oi the six nember Area ?!arketinp Cooperatives (AMCs) were in 

eminent danper of collapse. As a result, itTras necessar? for me 

to direct ,)y activities torard assisting the AMIs in their most cri

tical areas of need. This necessitated revising the terms of 

reference to the folloiwinp 

1. Board of Directors - Education in responsibilities and
 

duties as board members. Settinp goals for the coone

rative and establishing policy for attaininR, the poals.
 

Education in leadership.
 

2. 	MIanagement -
Assistance in financial manaement. Admi

nistrative nrocedures, marketing and trade targets
 

and leadershin activities.
 

3. 	Institutions - Establishing functional link's between 

the cooperative and relevant institutions such as the 

rural.banks, the National Food Authority and the 

Ministry of Agriculture technicians. 
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INTWRODUTCT ION
 

I began four-wonth 

the Repion XI T.inistry of Agri

my consultancy with the Coonerative 

"'arketin. Project (CUP) June 9, 1982. On that date, I flw to 

Davao City with Mr. Voth to meet 

culture personnel and the Chairmen of the Board of Directors of
 

some of the Federation 
erber agricultural cooperatives. After
 

wo days o" meetinps, I returned to 
'anila for a week where 

had discussions with C"T and Bureau of Cooperative Development 

(BMOD) personnel about my assignment. 
 I began my permanent
 

station assipnment in Davan City on June 20. 
 I returned to 

!anila once a month to narticipate in the Inter-Ap-ency Coordi

nating Committee (ICM) eetinps.
 

In Davao City, an office for the Federation was nrovided 

by the IVinistry of Apriculture Pepional Office XI. A secretary 

was assigned to the office, and a vehicle and driver were made
 

available to me. A sinple sideband radio wTas installed in the 

office to provide communication with the AYCs in I Torth Cotabato, 

Apusan del DavaoSur, Oriental and the Pureau of Agricultural 

Economics in Vanila. 

Purinp rTy stay in Iindanao, about half of my tire was spent 

in the field visiting sarahang navons (SN's) and ATICs in the pro

vinces where the apricultural cooneratives were to become members 

of FA?'CO,. Field trips were made to the nrovinces of Davao del 

N:orte, Davao Oriental, Suripao del Sur, Apusan del Sur, North 

Cotabato and Sultan Kudarat. 

- 4
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ASSESSINT OF T11E STATUS OF THE VEDERATION 

The oripinal prorosal was that six A"Cs incorporate to form
 

the Federation. They were to subscribe Pl,600,000 with initial
 

paid-up capital of 4320,MoO.0O. The paid-un canital was to be
 

raised and the Federation registered as a cooperative by !fay 15,19p2.
 

Tihen I arrived in Davao City on June 20, my first rajor 

activity was to assess the status of the Federation. Although
 

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

no Federation activity. Tlere was no paid-up capital and the 

Federation had not been repistered. Further, of the six A[Cs
 

that were to become iembers of the Federation, two were closed, 

two were sustaining,heavy monthly losses, and only tWo were
 

financially viable. 
The two viable ATs continue to have an
 

active interest in the Pederation, and indeed, North Cotabato
 

AITC has extended some of its credit nrivelees for inputs to
 

Davao Oriental AIT.. The two A'!Cs with heavy losses were inte

rested in whatever assistance a Federation could Pive them, but
 

were in no position to narticipate in capitalizinp the Federation.
 

I concluded that the development of the Federation was not 

merely behind schedule, but because of the failure and near 

failure of four of the six ANCs, the whole concent of the ?'in-

danao Federation was in jeonardy. It was apnaront that if the 

Federation were to be salvaged, the AMCs would have to be revived 

to a point where they could actively participate in the Pederation
 

activities.
 

- 5 

http:4320,MoO.0O


ASSESSMENT OF THE STATUS OP TIM, AlIc 

The AJso in Davao Porte and Sultan Kudarat were no lonper 

functioninp. In !Davao Norte, the board of directors were holding 
monthly meetinps seekingq ways of reviving their orpanization, but 

their buyinp and sellinp onerations had completelv ceased. The 

rice mill was rillinj, a few cavans a day. In Sultan Kudarat, I was 

told by an employee living near the locked office that everyone 

was on leave. I was not able to find the manager.
 

In Apusan del Sur, losses for the first seven months of
 

1982 averaped about P15,501) Per month. 
 The ATC is selling only
 

a small amount of innuts and Y-as not 
operatinp its mill. In
 

Suripao del Sur, much the same situation existed, except monthly
 

losses iwere not as great. 
 1Tavao Oriental AVIC annears to be on 

the road to financially viability but it is 
too early to judpe
 

the permanence of its success. 
 This is only the second year
 

that it has had net Profits and it is embarking on a major finan

cial undertakinf, with the proposed nurchase of a rice mill. 

North Cotabato AC is the rodel of sustained success. It has 

been operating at a nrofit for about P years. Input sales to
 

merbers were about 7 nillion pesos a year. Strong linkages 

have been developed betveen the SNs, the Coonerative Rural 

Bank (CP) and the AC. 
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CAUSES OF FAILITRE
 

From my visits to the two successful AI!Cs and those that
 

had failed or were failing, I was able to identify some of the
 

striking differences in the board of directors, marapement and
 

support fror institutions. The unsuccessful cooperatives have
 

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

failure, there is ineffective management, lack of leadership 

within the board of directors and minimal sunort from institu

tions. In discussions with cooperative managers, board mebers 

and institutional officials, there are conflictinp claims about 

the causes of the-se problems. The managers claim that they 

are ineffective because of lack of direction from the board 

of directors and no support from institutions such as the tA
 

and the SNs. The boards of directors blame ineffectiveness on 

the manaper for not carrvinp out policies, and the institutions
 

for lack of support. The institutions claim there is-nothina 

viable in the cooperative for ther to suipport. Thore is a .encra! 

feeling of frustration and impotence by all involved which has 

finally piven way to anathy. 

(LTIDELINTES FOP PXE71VIC TE FDEPATED COOPEPATIVES 

The nrecarious situation of the Federation A[fls required
 

tiat guidelines to revived them be developed and immediately 

implemented. The renera' objective was 
to provide technical
 

assistance to the financially distressed cooneratives so that
 

they would become financially viable, provide services to the 
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erbership and would be considered 'permanent" by the nenbers 

in terms of their willingness to capitalize the cooperative.
 

This objective was composed of three separate, but inter

related parts.
 

1. Strenpthen the SJs
 

2. Revive the AIfCs
 

3. Develon the Federation
 

A first step was to examine the problems of the SM1s. A
 

majbr problem faced by many SNs is that they do not provide a
 

service that the rembers value. 
They need a service that will
 

provide immediate and personal benefit. 
According to ST! leaders,
 

rerbershir is dindlinp because the cooperative cannot offer any 

service to the mebers. Through discussions with SUT presidents, 

it was apreed that an input program would be an excellent way 

to help stem the deterioration of the Ss, It is a critical
 

service based on the felt needs of the SN members. Pronerly
 

administered, it will strengthen the cohesiveness of the S[Is, 

provide income to the A"C and may a forbecome basic btuiness 

the Federation.
 

The lopical conduit for an SP input profram is the A"('.. 

!owever, the AMC must have the organizational and technical capa

bility to carry out the nropram. I identified three nroblem 

areas in the failing A.TCs which needed attention. 



1. Board of Directors
 

a. Responsibilities and duties as board members.
 

Board members nust be made aware of their general res

ponsibilities and specific duties. 

b. 
Settinp Poals for the cooperative and establishing policy.
 

Board members must puidedbe in settinR the goals that 

will lead to a viable cooperative and developinp policies
 

that will lead the cooperative to the goals. 

c. Leadership.
 

Board meibers mnust be educated in the philosophy and
 

principles of cooperatives so they can provide the
 

leadership for the general i-embers.
 

2. Manaptement 

a. 
Assistance in financial management.
 

Managers must institute an accounting system which will 

provide accurate, complete and up-to-date financial
 

information. There must be the service of a component 

accountant available to the A!d.C. 

b. Administrative procedures.
 

Manapers must knc, the policies of the board of directors 

and be willing, and able to adhere to them. 

c. Marketing and trade targets. 

It is the resnonsibility of the manaper to develop income 

generatin, activities, set targets and establish strategies
 

for achievinp the targets. 
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d. Leadership activities. 

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

It is his responsibility to develop the confidence of the
 

board merbers. Hle also has the responsibility for deve

loping the loyalty and commitment of the S17s. 

3. Institutions.
 

Linkages must be established between the AC and the 

relevant institutions. These institutions include the SNs,
 

rural banks, NFA, KKK and the MfA. 

My activities as CIT 
 consultant were structured around
 

these Ruidelines which were designed to help achieve 
the general
 

objective. The guideline activities are 
also compatible with the
 

"Basic Functions of the Federation" as outlined by Mark Van
 

Steenwyl: in his April 19A2 report Some Development Considerations
 

for the Federation of Agricultural Vrarketing Cooperatives of
 

Mindanao (FANCON!), INC. 

SOME BASIC CONDITIONS NECESSARY FOR. I.TLETI:TATION 

The successful imlementation of these guidelines requires 

some basic assumptions about the SiTs, conditions within the AIi, 

and the atlity of the external leadership of the consultant or 

govornment technicians. 
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As the basic building block for the cooperative system, 
there must be at least a few SNs that have an active and committed
 
eibership and the SN chairmian must be able to command the loyalty
 

of his members. The SI rust have the financial capability to 
participate in the capitalization of the AM. 
 Finally, partici

pation in an input program requires that some individual members
 

are eligible for institutional financing or able to self finance 

their p,'rchases of inputs. 

To become financially viable, the VNC must have at least one
 
"strongman". This is a person who is a capable businessman (one 
with business exnerlence) and who can influence the board merbers 
and manager to see that the cooperative is onerated businesson a 
basis. This is 
a necessary, but not sufficient condition. 
There
 

are many other elements which are needed, but this is the key 

stone to successful rehabilitation.
 

There must be stronp external leadership. 
This may be either
 

a consultant or a person from the !Tinistri of Agriculture. 
The
 

lealer must be willin, to nersonally spend a great deal of time
 
on-site visitinp the Sbs, AM and the supportinF orpanizations.
 

The leader must have psycholoical accessibility to all level of
 
persons from the Covernor of the province to 
the general membership
 

of the SN. 
He must establish personal credibility and understand
 

the use of influence. Vott imortantly, the leader must have a 
"can-do" attitude toward the nropram. 
This entails motivation,
 

initiative and decision makinp capability.
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IMELMEINTATION OF THE rUIDELINES IN SURICAO DEL SUR 

The basic conditions for successful implementation existed 

in Suripao del Stir and because of the time limitations of the 

contract, i concentrated m efforts on strengtheninp the SNs and 

rehabilitating the AM in that province. The rationale for focusing 

on one cooperative was to test the practical application of the
 

guidelines by following through as far as possible before the end 

of the contract. 

The imleentation began July 24 when I attended a board 

of directors meetinp in Tandan, Surigao del Sur and presented the 

cuidelines. A resolution was adopted by the board of directors
 

to accept the guidelines and to actively participate in restruc

turing the cooperatiN. 
 August 5, the board of directors called
 

a special meeting and revuested the resignation of the manager.
 

That marlhd the beginning of intensive activity to pain the 

interest of the SrT leaders and members in purchasing inputs through 

the AT C, and in reorganizin! the AI so it could act as a conduit 

for the inputs. 

The principle persons involved included ?'r. ITilfredo Pat

rimonio, accountant from NTorth Cotabato ATCT Atty. Romeo Serqui a, 
Ceneral Manager of Forth Cotabato A:. Tfr. Peorge Voth, Consul

tant Chief of Party ArjI. Tom Tfller, Peace Corps Volunteer; Juan 
Y. Solomon, Assistant Regional Director of I"A Region XI, Provincial
 

M.A technicians, the AIC board of directors, SN presidents and
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myself. On the periphery w.ere the local manapers of the NFA, 

KKK, FSDC and the PNB. These persons have all played a role 

in the implementation of the ruidelines. 

Purinp the irnlcrentntion neriod of two ronthn, there havc
 

been cirnificant accornlinhrents. !1r. *Patrivonio spent nearly 
 tyo 

weeks bringinp the accounts up to date. The AMC board has now 

hired an exnerienced accountant to maintain up-to-date and
 

accurate financial records. A management committee was anpointed
 

and the Peace Corps Voltinteer was appointed as temporaly adminis

trator to carry out the directives of the management committee 

until a permanent manaper can be recruited. Atty. Serquifa is
 

prepared to supply inputs to the cooperative through the North
 

Cotabato credit line if strict requirements on vayrents are met.
 

Atty. Sersuiia rnd Mr. Voth have attended meetint's with board
 

renbers, MA technicians and SrI leaders to discuss 
 the innut 

program. Local input prices, Cebu-Suriao del Sur shipping 

costs and local truck hauling costs have been collected
 

analyzed to determine the feasibility of the cooperative selling
 

inputs at prices competitive with local dealers.
 

Overall, the response by everyone involved has been gra

tifying. lFA, KK, FSPC and the provincial ?.A personnel have res

ponded favorably to discussion about ways in which they can support 

the cooperative. SN leaders are enthusiastic about the prospect
 

of revitalizing their SNs,
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The presidents of participating STs are listing the
 

names of Tepters whom then consider to be committed and loyal 

to the SN and are ",ood credit risks' for the input program.
 

The reliability of these persons will be cross-checked with MA 

technicians, lending institutions, and the KKK which had admi

nistered an input program to the soybean growers. After the 

reliability and commitment of those persons listed is confirmed,
 

their orders for type and quantity of inputs will be taken.
 

This is expected to be completed in mid-October. The inputs
 

will be scheduled to arrive for the November and December planting
 

periods.
 

CONTINUATION OF TE Iq LET!T,!ATION 

I believe that in Surigao del Stir, enough background work 

has been done with the SNs, the institutions and the AVC so that
 

there is a good chance to successfully implement the input
 

proRram if a qualifind external leader can be found to continue
 

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

of the board of directors, the manager, and the relevant insti

tutions such as 
the TMA, KM(K and t!-e rural banks.
 

This is a crucial time. for the Surig.ao del Sur cooperative. 

Planting season begins in November and inputs must be on hand 

for distribution. There much workis still to be done with the 

ANrC before the end of the plantinp season. The success of this
 

input program will require a continued focus of effort until
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the end of the planting season. lowevcr, to be truly successful, 
this effort must be directed not only to administering the input 

program, but also to tieing it in with educating the SIT members 

in the philosophy of cooperatives.
 

If this input propram is successful in Surigao del Sur, it 
may be an acceptable model to apply to the other failing coope
ratives in the Federation. Certainly, successful administration 

of this input program and the revival of Surigao del Sur AMC will 

be incentive for future activity b,; the Vinistry of Agriculture
 
and for other cooneratives to participate in the program. 
 This 

will strengthen the individual cooperatives and provide a strong
 

impetus to the development of the Federation. 

Based on the early response of the SPTs and the AM:C to
 
implementation 
 of the guidelines, I believe that this approach 
isworthy of continuation. 
The essence of this anproach has been
 

for the consultant to coordinate a concentration of human and insti
tutional resources. A leadership role has been developed twhich
 
includes motivating and ,uiding the board of directors, manager, 

the SN leaders and the institutions. 
7his has required estab

lishing personal rapport with tb.e individuals involved. Technical
 

assistance,in this critical situation,ccn be effective only xuben
 
it is personally supervised and is integrated into the whole of
 

the organization by the coordinator. 
 Leadership, which is 
an
 
inmortant element in the rehabilitation of cooperatives, cannot
 
be provided by a task force. 
 It requires individual commitment
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and the ability to gain the confidence of the cooperative members
 

through personal contact. 
 Eventually, individualized assistance
 

may he phased out and institutionalized assistance substituted.
 

However, there is the immediate iroblen of maintaining the 

momentum and progress which has been made in Surip.,ao del Sur and
 

which is so vital to the 
formation of the Federation. 

1ZITCUTIVE ORDER P03 

I believe the newly issued Executive Order 803 provides an
 

opportunity for agricultural cooperatives to exnand their role in 

operationalizinp agricultural policy and in increasing their
 

effectiveness in meetinp farmers' production and marketing needs.
 

The agricultural cooperative, which incorporates the SN, AV 
and
 

CPM. may be the most effective means for the Inteprated Tfanagement 

System to implement the delivery of agricultural services and inputs.
 

The effectiveness of the nrovincial a.gricultural council in
 

meeting national apricultural policy objectives will depend very
 

much on the responsiveness and support of the farmers. 
 Strong,
 

well. organized cooperatives provide the best conduit for dialogue
 

and understanding of objectives between the local government and
 

farmers. The agricultural cooperative provides a ready made pro

duction, marketinp and credit system through which the nrovincial 

agricultural council can 
carry out policy. Indeed, the cooperative
 

is an organization integratinR the essential activities of the
 

farmers.
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The aricultural cooperatives can play a significant role 

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

In my experience in Mindanao, the agricultural cooperatives do not 

have the internal leadership initiative to take the first steps 

to develop the rapport and coordination with the provincial ap,ri.

cultural council. 
This must come 
from external leadership. Throuph
 

the 1inistry of Agriculture, I am confident that if the ministry
 

provides leadership, the various agencies involved in the imple

rentation of Executive Order A03 will resnond positively to the
 

cooperatives. 
 If the "inistry of A.riculture through BCOD can
 

mount a major campaign to .et the cooperatives roving. and coordi

nate with the nrovrincial apricultural council, there is every 

reason to be optivistic about the cooperatives helping to achieve
 

rrovincial and national agricultural objectives.
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