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I EXECUTIVE SUMMARY
A. Overview

This study is pari of a series designed to explore the potential usefulness of computers
and computer-based communications technologies to cooperatives with emphasis on subject
matter areas of cooperative management, finance and trade. In order to properly assess this
potential, however, the team felt it necessary to thoroughly explore the cooperative sector
inciuding cooperatives and their financial institutions at national, regional and local levels
plus governmental agencies with promotional, support or regulatory responsibilities for
cooperatives. The team has not confined its findings and recommendations to computer and
technological issues because to potential usefulness of these technologies rests on the full
development of the subject areas under study.

The cooperative sector in the Philippines is quite mature as the reader may derive from
the discussion of Section IV of this paper. This has positive implications for adoption of
technologies in that cooperative principles are well understood and accounting and reporting
procedures are advanced and standardized to a considerable degree within cooperative types.
Thus, no massive effort is required to prepare cooperatives for computezization in these
areas. The down side, however, is that years of piecemeal reform of the cooperative sector
has resulted in a very complex, fragmented structure with numerous distinct types of
cooperatives each with its own legislative mandate and rules of governance. The resulting
complexity of accounting and reporting requirements increases the difficulty of
computerization for the sector as a whole than would be required were the lines of
authority7 more streamlined.

With respect to microcomputer technology, the Philippines is quite advanced by
developing country standards. Sales and service facilities are sufficiently numerous to result
in competitive pricing and are geographically well disbursed throughout the country. We also
found evidence of an abundance of trained programmers. Ther are quite a few computer
training centers, mostly in Manila but also scattered around the country. The telephone
system, however, is not as well developed as it ought to be and does not compare well to
other developing countries. Recent moves by the Government to introduce more comnetition
into the telecommunications sector, however, are beginning to pay dividends.

B. Findings
1. Banking and Finance

A number of cooperative organizations are successfully filling the role of financial
intermediary for cooperatives on a regional or national basis. For thz most part, these
operations function as inter-cooperative loan funds. Member cooperatives can deposit their
surplus capital at interest and the funds are on loaned to other cooperative members. While
these schemes are intrinsically successful, they do not meet potential efficiency for the
cooperative sector as a whole. In the first place, most of the lending is among cooperatives
of the same type so ihat investment opportunities resulting from alternate business cycles
among types of cooperatives are largely missed. Also, little of the excess liquidity of
cooperatives is finding its way into agricultural enterprises.

Sentiment favoring the creation of a National Cooperative Bank to address the needs for
financial intermediation for the entire cooperative sector and to serve as a conduit for
investment funds from sources external to the sector was nearly unanimous among the
cooperative leaders interviewed by the study team. Among Government agencies, only the
Land Bank of the Philippines expressed major reservations concerning the establishment of a
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cooperative bank which reflects concern on two points: (1) the number of banks currently

existing is ad»quate to meet aggregate financial requirements and specialized banks do not
serve the ecor.omy as well as generalized banks; and, (2) many of the envisioned purposes
and services of *he proposed tank are already part of the mandate of the Land Bank itself.
Computerization requirements will naturally vary depending upon whether such a bank is

established.

At present, agriculture, in general, and agricultural cooperatives, in particular, are not
being well served by existing financial institutions. Commercial banks, whether bullied or
bribed, have shown little inclination to invest the amount of capital necessary to produce
meaningful development ir: the Philippine agricultural sector. To a considerable extent
Government pricing policies and erratic Government programs may have contributed to a
perception of agricultural ventures as low profit, high risk investments. Whatever the
reasons, however, the result is that Philippine agricultural coope. atives do not have access to
available, affordable credit as do their counterparts in most industrialized countries and many
developing countries.

2. Trade

There is a large and growing market for such non-traditional exports as rattan furniture,
marble artifacts and statues, children’s toys, and ready to wear apparel. Perhaps the most
rapidly growing non-traditional export industry is prawns production. There may also be an
export opportunity for U.S. cooperatives in the supply of soy meal or ready mixed prawn
feed.

There does not appear to be any readily accessible source for daily market data for
commodities or products of interest to cooperatives.

3. Management and Training

Most of the cooperatives visited observe basic principles of management. They prepare
business plans and annual budgets and have well developed accounting systems. They have
reporting requirements for various governmental agencies and departments and, for the most
part, seem to be current.

Finance and marketing skills seem to be weak areas among many of the cooperative
managers interviewed. Environmental factors including lack of adequate financial services as
discussed above and weak prices and lack of market information for agricultural commodities
contribute to the problem. However, some managers scemn able to rise above these challenges
while many are not.

Training courses in cooperative principles, basic cooperative management and cooperative
accounting are abundant from a variety of sources. It is clear from the above discussion,
however, that more advanced courses in cooperative finance and marketing would be in order.
There is currently no computer-specific training being generally offered to the cooperatives,
though a few cooperative institutions are gearing up to provide such. Computer-tased
training is rot being offered and, though there is considerable interest in the possibility, the
currently installed base of microcomputers is inadequate to support a widespread effort in
this regard at the moment and more traditional applications should be the first priority.
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There appears to be a felt-need among cooperative managers for software to help them
plan, analyze and monitor their cooperative business.

4. Computers and Communications

Basic telephone service outside of Manila is not good. This impacts negatively on
prospects for use by cooperatives of domestic and international electronic mail services.
Recent developments and increasing competition, however, are leading to improvements which
may rapidly expand the numbers of cooperatives in a position to avail themselves of
computer-based communication services. Our study found little use of communications media
other than telephone and domestic telegrams. Ceoperative institutions outside Manila can be
fairly characterized as substantially isolated.

A number of cooperatives have attempted to tackle the communications problem head-on
by implementing private radio networks. This solution has the advantage that it can be
quickly implemented and does nnt rely heavily on outside parties to perform. It may well be
cost effective with respect to the particular problem being addressed, but for society as a
whole it is a misallocation of resources which could more efficiently be used in more general
forms of communication.

As mentioned earlier, the team found computer sales and service facilities to be abundant
and geographically wide spread. An exception to the general rule is support for imported
software packages. There are ample training courses in the most popular packages (WordStar,
Lotus 123, dBase III, and others) and domestically produced software is supported by its
creators; however, vendors of imported software do not offer the level of support including
user hot-iines and assistance in installation and use that consumers in industrialized countries
have come to expect.

Our study uncovered a particularly disturbing fact about the way in which Philippine
cooperatives are going about the business of computerizing, namely, that virtually all of them
have or say they would rely on a single vendor to advise them on their computer and
software needs.

Most cooperative managers said they would like to see standardized software developed
and supported for cooperative acccunting and managem~nt.

C. RECOMMENDATIONS
1. Banking and Finance

Philippine cooperatives should support and promote the establishment of a National
Cooperative Bank in order to ensure a full service financial intermediary capable of
maximizing returns to the cooperative sector from resources generated within the sector and
of attracting resources fron1 outside the cooperative sector. Such a bank would be unique in
that its principal mission would be the provisior: of sound loans to ccoperatives. To be
effective such a bank must have substantial financial participation by all types of
cooperatives and must have minimumn government involvement.

The Central Bank should reconsider its program fcr debt/equity swaps. A well-directed

program has the potential to channel needed external resources into productive develcpment
efforts the long-term benefits of which might well outweigh short-term fiscal cousiderations.
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The Quedan Guarantee program should be expanded. This can be accomplished simply by
liberalizing reserve requirements and by various administrative reforms without the need for
additional budgetary resources.

2. Trade

ACDI should make an effort to assist Philippine cooperatives in non-traditional export
industries including prawns, rattan furniture, marble artifacts, ar.d children’s toys. In
particular, there is potential for the development of new cooperatives in support of prawn
production in the ancillary activities of input supply, processing and marketing. In these
efforts, ACDI should work closely with Cooptrade, an organization dedicated to the
promotion of such exports and supported by various international cooperative development
organizations.

3. Management and Training

ACDI should consider developing software to help cooperative managers plan, analyze and
monitor their businesses.

ACDI should also consider holding its proposed regional computer training course in the
Philippines making maximum use of Philippine instructors and should attempt to attract
additional financial support so thai the number of participants could be expanded.

4. Computers and Communications

Philippine cooperatives should endeavor to establish a National Cooperative Center for
Computers and Communications to act as a focal point for cooperatives needing assistance in
computer system design and procurement, software support and communications services.
Such a center would also make it easy for international parties to provide assistance in these
areas for the cooperative sector as a whole. A list of objectives that could be pursued by
the Center can be found in Section VI.D.1.

Cooperatives should analyze carefully the potential advantages that may result from
domestic electronic mail services which may become available in the near future. This form
of communication should be cheaper than telephone conversation and more effective than
domestic telegram. An effort should also be made to develop standarized accounting software
for the Philippine cooperatives, such as is being developed for the Cooperative Rural Banks
through the FAQ. Such software should have open source code in dBase III+ or dBaselV
language, with specialized but integrated modules useful for coops.
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IL INTRODUCTION

This study is the second in a series being carried out in six conntries around the world.
It is being conducted under the Innovative Approaches to Cooperative Management, Finance
and Trade Project financed by the U.S. Agency for International Development under
Cooperative Agreement No. OTR-0192-A-00-8241-00 with significant financial and in-kind
contributions by the Central Bank for Cooperatives, the National Council of Farmer
Cooperatives and others.

A. Project Goal

Delivery of technical assistance in the areas of management, finance and trade on a
smaller scale, to a broader audience, on a continuous basis, at a lower per unit cost than
traditional delivery of technical assistance allows and at a lower total cost to the federal
government.

B. Project Purpose

To assist developing country cooperatives, credit institutions and other institutions that
serve them to share in the benefits associated with the use of computers, including the
traditional efficiencies in record keeping and management decision making processes but with
an emphasis on international communication for data acquisition, technical assistance and
trade relations.

C. Scope and Limitations of the Report

The study team undertook a very ambitious schedule in order to interview as many
cooperatives and surport organizations as possible in the slightly less than three weeks
available for the data collection phase of the study. During this period the team visited
institutions in six cities: Manila, Iloilo, Bacolod, Cebu, Cagayan de Oro, and Davao.
Nevertheless, it was necessary to concentrate efforts on those cooperatives served by the
Cooperative Union of the Philippines, which is to say those registered by BACOD under PD
175. The only exception the team made to this general rule was for electric cooperatives
because of a current interest in that sector in computer networking and communications. No
atterapt was made to visit unregistered, sugar, or transportation cooperatives.

The findings and recommendations contained in this report represent the analysis and
opinions of the members of the team based on information provided to it by the varicus
coope:ative leaders interviewed. It is inevitable that errors of fact and judgement have
crept into this report in spite of our best efforts to be attentive and even handed. For
such errors the team takes full responsibility. On balance, however, we believe this report
presents a fair picture of the segment of the cooperative sector examined. We did not
examine the cooperatives in every aspect but, in accordance with the purpose of the project,
we focussed on management, finance and trade and, in particular, the ways computer and
communication technology are or could be used to improve efficiency in these areas.

D. Acknowledgements

The team owes much of its effectiveness to Tony Arcellana, ACDI Regional Office
Director, who planned the itinerary, made appointments and reviewed our work every step of
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the way. Jaime Chua accompanied us on our field trip, provide.. logistical support and helped
us better understand the cooperativ:: organizations and geographic regions we visited. To
them we give our thanks and gratefully acknowledge that our study would not have been as
comprehensive without them. Hopefully, their insight has helped us to prepare a better
report.

The group without whom there would have been no study at all is the group of
cooperative leaders whose names and institutions are listed in Annex E. These are the
people we visited and interviewed at length. The hospitality and patience they showed us
was remarkable and we are sincerely grateful. The frankness and knowledge with which our
questions were answered means that our hosts have done their part to make this a successful
study.
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H1. Methodology

Several weeks prior to departure, team leader Donald Crane conferred with various
knowledgeable people in the U.S. to gather background information and suggestions of
people and organizations to contact when in the Philippines. Then, working with ACDI
Asia/Pacific Regional Representative Antonio Arcellana, based in Manila, a preiiminary list of
organizations and people to visit was drawn up. Mr. Arcellana and the regional office then
made appointments in Manila with national organizations for the first week and planned a
nine day trip to five provincial cities which included appointments with secondary and
primary cooperatives and organizations.

The first working day (September 12, 1988) was spent reviewing the scopes of work,
receiving a background briefing on cooperatives in the Philippines from Mr. Arcellana,
finalizing the schedule and .dding some appointments for later on in the study. Over the
next few days, an institutional profile, with basic questions on the status of each
organization, and a questionnaire, an opinion survey on the issues involved in this study,
were drawn up to be asked at each organization the team visited. A draft outline of the
final report was also prepared.

The remainder of the first week was spent visiting various naticnal cooperative
organizations, the USAID mission, and the Philippine Bureau of Agricultural Cooperative
evelopment, in order to get an overview of the country’s cooperative sector and the
current situation. At each organization, usually after brief mutual introductions. the team
leader asked the questions from the profile and questionnaire and each team member asked
additional questions in their respective areas of expertise. Generally the team stayed
together for meetings, all team members took notes and a recent annual report and/or
financial statement was requested, along with other informational materials available. During
the first week, a connection to CARINET was made through a local record carrier, both from
ACDI’s regional office in Quezon City and from the hotel in Makati.

Departing Sunday, the team left Manila for the provinces accompanied by Jaime Chua, a
consultant for ACDI in the Asia/Pacific regional cffice, visiting Iloilo, Bacolod, Cebu,
Cagayan De Oro and Davao. In each city, the team met with leaders from different kinds of
cooperatives and regional organizations, gathering information from many perspectives. After
unsuccessfully attempting to access CARINET through an operator connected call in lloilo,
successful connections to telecommunications were made in Bacolod, Cebu and Davao, using
the National Direct Dial service.

Returning to Manila mid-way through the third week, the fourth team member, Ken
Novak, data communications consultant, joined the team. Here the team split into two parts
for much of the remaining time. Donald Temme, trade ard finance specialist, and Donald
Crane, management and training specialist, attended further meetings with government
agencies, national organizations, banks and tcok a day-long field trip to Cavite to visit a
cooperative and potential sites for the computer training course. Thandi Bergfalk, computer
and communications specialist, and Ken Novak spent time preparing for the
telecommunications seminar and demonstration held at the end of the third week (see VII. A)
and collecting information on computer software, hardware, local IRC services and telephone
services through meetings and telephone interviews.

At the end of the third week, responsibilities for different sections of the final report
were divided among the team members, with team members encouraged to contribute to the
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findings and recommendations in all areas (finance, trade, management, training and
computers and communications). Any unscheduled time during the last week was spent
writing the report. A debriefing for the USAID mission was scheduled in the middle of the
last week, where tentative findings and recommendations were made. A relatively complete
draft was done before the team left Manila at the end of the fourth week (Oct. 8, 1988).
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IV. COOPERATIVE ORGANIZATIONS AND SUPPORTING INSTITUTIONS
A. Cooperative Sector

Cooperatives in the Philippines enjoy a long and diverse history. Current structure of
the cooperative sector is illustrated in Figure 1. This neat and logical presentation belies
the considerable diversity of ideologies, goals, constituencies, benefactors, functions,
financial condition and opinions that exist among the institutions that collectively are
referred to as the cooperative movement.

One way in which couperatives differ from one another is the authority and registering
body under which they are registered. Many cooperatives in the Philippines are not
registered at all. Naturally, statistics on this type of cooperarive are not readily available.

The principal authority under which cooperatives are registered is PD 175. All such
cooperatives must be registered with the Bureau of Agricultural Cooperative Development
(BACOQOD) of the Department of Agriculture. Some of them may also be subject to
registration and regulation by other government agencies. Cooperative Rural Banks, for
instance, are also responsible to the Central Bank of the Philippines and the Securities and
Exchange Commission.

Electric Cooperatives are registered with the National Electrification Administration
(NEA) under PD 269. Sugar cooperatives are registered by the Sugar Regulatory Agency
(SRA) under 2D 775. Transportation cooperatives (primarily passenger vehicles) are
registered with the Office of Transport Cooperatives of the Department of Transportation and
Communication (OTC-DTC) under EO 898.

Various types of cooperatives are registered under PD 175 including: consumer
cooperatives, credit cooperatives, marketing cooperatives, cooperative rural banks, insurance
cooperatives, and others. The Cooperative Union of the Philippines (CUP) endeavors to
rationalize the views of this segment of the cooperative sector and to represent them to
outside parties. CUP is supported in this effort by a network of regional, provincial and city
level cooperative unions. -

Very recently cooperatives have organized the Supreme Cooperative Council of the
Philippines. This is a coalition of cooperatives that attempts to achieve consensus on
important issues for the cooperative sector as a whole by bringing together cooperatives
across the regulatory barriers. It is a consultative group and not a registered organization.
Its members, in addition to CUP are: the Federation of Electric Cooperatives in the
Philippines (FECOPHIL); the Sugar Cooperative Development Institute of the Philippines
(SCDIP); the Federation of Transport Cooperatives in the Philippines, Inc. (KKPI); and, the
Cooperative Foundation Philippines, Inc. (CFPI).

B. Cooperative Institutions

Key institutions of importance to this study are briefly described in this section. Annex
E lists cooperatives and supporting institutions actually visited.
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SCCP Supreme Cooperative Council of the Philippines
CFPI Cooperative Foundation of the Philippines, Inc.
CUP Cooperative Union of the Philippines
FECOPHIL Federation of Electric Cooperatives in the Philippines
SCDIP Sugar Cooperativz Develepment Institute of the Philippines
KKPI Federation of Transpu:t Cooperatives in the Philippines, Inc.
BACOD Bureau of Agricultural Cooperative Development
PD 175 Presidential Decree 175, the law governing most cooperatives
NEA National Electrification Administration
SRA Sugar Regulatory Agency
OTC-DTC Office of Transport Cooperatives, Department of Transportation and
Communication (EO, Executive Order)
NATCCO National Confederation of Cooperatives, Inc.
NATCCO nas 5 regional federations/training centers:
NORLU Northern Luzon Cooperative Development Center, Inc.
TAGCODEC  Tagalog Cooperative Development Center, Inc.
BCTC Bicol Cooperative Training Center, nc.
VICTO Visayas Ccoperative Development Center, Inc.
SPECC/MASS  Southemn Philippines Educational Cooperative Center and
Mindanao Alliance of Self-Help Societies, Inc.
PFCCI Philippine Federation of Credit Cooperatives, Inc.
NAMVESCO  National Market Vendors Cooperative Services Federation, Inc.
RCU Regional Cooperative Union (13 in the Philippines)
PCU/CCU Provincial Cooperative Union/City Cooperative Union
CMSP Cooperative Marketing System of the Philippines, Inc.
AMC Area Marketing Cooperative
SN Samahang Nayon (Barrio Association)
PKSN National Association of Samahang Nayon
RKSN Regional Association of Samahang Nayon
MKSN Municipal Association of Samahang Nayon
BANGKOOP  Federation of Cooperative Rural Banks of the Philippines, Inc.
CRB Cooperative Rural Bank
CISP Cooperative Insurance System of the Philippines
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Cooperative Union of the Philippines (CUP)

Since its founding in December, 1979, CUP has been striving to develop the cooperative
movement in the Philippines through: proraotion of the "cooperative idea" as a way of life;
deveiopment of cooperatives within the context of national policy by means of research and
information, education and training, audit, technical services, and facilitation of technology
transfer; advise the authorities on all matters relating to cooperativ=s; and, represent all
cocperatives in the Philippires at home and abroad. Internationally, CUP is a member of the
International Cooperative Alliance and is affiliated with ICA’s Cooptrade project in Malaysia.

CUP’s membership conuprise« two types of components: (1) business components
represented by national federations and special secondary/tertiary cooperatives; and (2) non-
business components represented by Regional and Provincial/City Cooperative Unions. There
are 12 national fzderations in membership, i3 regional unions, and 36 Provincial/City
Cooperative Unions. Membership statistics indicate the following numbers of secondary and
primary societies represented: Regional Federations of Credit Cooperatives (13);
Provincial/City Federations of Cooperatives (40); Cooperative Rural Banks (29); Area
Marketing Cooperatives (84); Credit Cooperatives (1,592); Consumer Cooperatives (853);
Marketing (agricultural) Cooperatives (294); Producers (industrial) Cooperatives (218); Service
Cooperatives (194); and Samahang Nayons (17,115). These numbers, however, reflect
registrations rather than a count of cooperatives in active status. The actual number of
functioning cooperatives may be cunsiderably less iz some categories, notably AMCs and SNs.
According to BACOD, only 35 AMCs and 4,800 SN are currently active.

Principal activities of CUP include the following: policy initiatives; education and
training; development of cooperative business; preservetion of financial integrity of
cooperatives; development of institutional relations; public information; and special projects.
These activities may be funded from a variety of sources including: membership fees;
membership contributions; local and foreign assistance; and the Cooperative Education and
Training Fund. However, CETF contributions represznt the primary source of funding. CETF
contributions for 1987 amounted to P2,333,851.

Cooperative Foundation of the Philippines, Inc. (CFPI)

CFPI is a non-government organization (NGO) which is non-stock and non-profit. It was
registered with the Security and Exchange Commission (SEC) on May 12, 1977, began
operations in January 1978 and was registered as a cooperative with the Bureau of
Coop=rative Development on August 13, 1981.

In 1984, CFP! was accredited as a tax-exempt foundation by the Department of Science
and Technology (DOST) and as a donee institution by the Bureau of Internal Revenue (BIR).
All donations made to CFPI are 100 percent tax-deductible.

CFPI aims to promote the development and growth of cooperatives as instruments for
social justice and the uplift of the socio-economic conditons of the poor.

Principal activities of CFPJ include. : esearch and policy studies; cooperative development;

business development; premetions and gublications; and a covperative data bank and
information center. Its main source of finance is the interest from its P4 million trust fund.
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National Confederation of Cooperatives, Inc. (NATCCO) and its Affiliates

NATCCQ, the National Confederation of Cooperatives, Inc., is a national level
organization. representing various types of registered cooperatives operating in different
parts of the country. It has five uffiliated centers, which were organized between 1966 and
1976 as cooperative training centers. In 1977, th= leaders cf these centers decided to form a
national organization, NATCCO (originally the National Association of Training Centers for
Cooreratives). These centers at {irst provided only cooperative education and training for
their members, but later also began consulting and auditing services for cooperatives, inter-
cooperative lending, and an inter-cooperative trade program. The five centers are the
Northern Luzon Cooperative Lievelopment Center (NORLU), the Tagalog Cooperative
Development Center (TAGCODEC), Bicol Cooperative T raining Center, Inc. (BCTQC), the
Visayas Cooperative Development Center (VICTO), and the Southern Philippines Educational
Cooperative Center and Mindanao Alliance of Self-Help Societies (SPEC/MASS). A sixth
affiliated organization, the Credit-Life Mutual Benefit Services Association (CLIMBS), is a
national cooperative mutual protection program which offers various forms of insurance and
savings plans for cooperative members throughout the couniry.

NATCCO’s mission is to institutionalize cooperativism in the socio-political-economic life
of the people and to evolve a strong and viable cooperative sector and movemer, ihrough the
establishment of a cooperative confederation. It has links nationally to the Cooperative
Union of the Philippines (CUP) and internationally to the International Cooperative Alliance
(ICA). NATCCO’s membership indirectly consists of the members of its affiliated centers;
these centers have over 400 primary cooperatives as members. Of these 400 cooperatives,
about 63% are credit cooperatives, 15% are consumer cooperatives, 15% are multi-purpose
co.peratives, 5% are marketing cooperatives and 2% are service and producer cooperatives.
Their scope is primarily non-agricultural. These organizations view themselves as true
cocperatives, inspired and organized by individuals in the private sector and maintained
through membership support and education; this is in contrast to the perception of
agricultural cooperatives (SNs, AMCs and CRBs) as being organized and supported by the
government instead of individuals for their own sake. Members credit the success of these
“grassroots" cooperatives and their centers to being private sector initiatives and to their
cooperative education efforts.

NATCCO has received funding from the West German :'riedreich-Ebert-Stiftung, the
Dutch development agency and the Cznadian Cooperative Association for various projects,
including a Small Scale Industry Project, a comprehensive survey of Philippine cooperatives
and an Inter-Coop Trade program.

NATCCQO’s primary activities are: cooperative educational promotion and curriculum
development for training courses, given primarily at the centers to cooperative members,
directors, managers and staff (no courses on computers are yet offered); consulting and
audit services for cooperatives cn a fee basis; cooperative funds mobilization, including the
inter-cooperative lending fund, and financial assistance tor cooperative projects; the Inter-
Coup Trade program, which facilitates inter-regional trade between cooperative producers and
consumers within the Philippines; and development and research on cooperatives in the
Philippines, for special studies and dissemination of information.

In the 1980s, regional inter-cooperative lending funds were established at each of the
five centers, which were cornbined in 1986 into a nationa! fund, managed at NATCCO.
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Of NATCCO's six affiliated organizations, the team visited three: VICTO in Cebu City,
and SPECC/MASS and CLIMBS, which share an office in Cagayan De Oro, Mindanao.

Visayas Cooperative Development Center (VICTO)

VICTO, the Visayas regional federation, performs business and non-business functions
with a membership of 110 cooperative societies; these societics have a combined membership
of 150,000 and combined assets of P90.7 million. It was founded in 1971 and has t.o branch
offices in Catarman, Northern Samar, and Bacolod, Negros, as well as its main offir ¢ in Cebu
City.

VICTO offers similar services 3 NATCCO, namely education and training, auditing,
consulting, cooperative central fund system and inter-cooperative rade. Unlike NATCCO, it
has on-site training facilities; its paid staff numbers 145, with 85 in Cebu, 40 in N. Samar
and 20 in Bacolod. It sees its primary function as training individuals to organize
ccoperatives and then to increase their capabilities as cooperative members, leaders and
managers. It has offered auditing services since 1978 and has nine CPA’s on staff:
management consulting, mainly to improve internal control, has been offered since 1981. The
Visayas Central Fund, established in 1979, now has 50 cooperative members and total assets
of P15 million. Loans are approved only to members by a credit committee at a rate of 1%
per month. Inter-cooperative trade activities were begun in 1982, and are carried out on a
variable commission basis. Some commodity price gathering and distribution is done by phone
by the ICT group, to counterparts in Bohol, Iloilo, Negros and Samar, but phone connections
are a big problem. A proposal has been made, as yet unfunded, to establish a single-side
band (VHF) radio network to link VICTO, NATCCO and the other centers, requiring a ground
station and five radio sets.

Southern Philippines Educational Cooperative Center and Mindanao Alliance of Self-Help
Societies (SPECC/MASS)

SPECC/MASS has its roots in the early Philippine credit union movement of the 1950s,
which led to the founding in 1960 of the Philippine Federation of Credit Cooperatives, Inc.
(PFCCI), in Cagayan De Oro. The Federation recognized the need for a separate cooperative
education and training group, and after study of many other countries’ systems, established
the Southern Philippine Educational Cooperative Center. It has been providing cooperative
education and training ever since. During some of the longer seminars on cooperative
management, the idea emerged in 1971 to set up a life-deposit insurance system, CLIMBS
(Credit-Life Mutuai Benefit Services Association, Inc.). The Mindanao Alliance of Self-Help
Societies (MASS) was founded in 1973 by four cooperative federations and 104 primaries
(crec::. consumer, service, multi-purpose, and agricultural marketing cooperatives). SPECC
and MASS joined in 1984, and now have 105 primary members and 4 federations, and a staff
of 30.

SPECC/MASS began an extension service in 1974, operating a printing press in 1974, and
auditing and consultancy services in 1976. The Mindanao Central Fund was started in 1978,
the first of the regional cooperative inter-lending funds; the fund grew from P50,000 to P4.5
million in 1988, with 60% of its 75 members being credit cooperatives, 25% consumer
cooperatives and 15% service and marketing cooperatives. A coopzrative research arm was
created in 1978. The Inter-Coop Trade program was begun in 1985, mainly for marketing of
primary crops such as corn, rice, coffee and copra, with a volume of P2 million in 1987 and
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an expected volurne of about P5 million 1n 1988. The idea is that the Centrai Funds, Inter-
Coop Trade and the auditing services would all evolve into separate national services over
time. Connected with the ICT program, they have created a VHS radio system with a ground
station and eight sub-stations all in Mindanao; this is used mainly to collact and disseminate
price and availability information for agricultural commodities. One reason a radic nerwork
was set up was the terrible condition of the phone system, particularly in Cagayan De Oro
(recognized throughout the country as having the worst phone service).

Credit-Life Mutual Benefit Services Association (CLIMBS)

CLIMBS was adopted in 1980 by the cooperatives affiliated with NATCCO and is promoted
by all five Regional Development Centers as well as by its staff and officers. CLIMBS offers
nine different services: a life-savings plan, a loan protection plan (life-credit), a cooperative
officers protection plan (life}, a cooperative employees retirement plan, a cooperative security
undertaking plan (bonding), a cooperative crop protection plan (pilot project: only rice and
corn, up to 200 hectares/farmer), a cooperative individual members retirement plan, a
couperative hospitalization plan, and a cooperative education plan. CLIMBS has one PC with
a 30 megabyte hard disk on which they track member insurance records and maintain a
financial ledger (dBase III and Lotus). Originally this computer and the in-house Dbase
programmer were to be shared between SPECC/MASS and CLIMBS, but CLIMBS immediate
needs resulted in a de facto monopolization of the computer by CLIMBS.

The Cooperative Rural Bankers Association of the Philippines, Inc. (BANGKOOP)

BANGKOORP is a non-stock cooperative association of cooperative rural banks in the
Philippines organized and registered with the Bureau of Cooperatives Development.
BANGKOOP was estavlished on December 14, 1979 (the first CRB was established in 1974) for
the express purpose of providing a uniform expression of the coramon needs of its members
and institutionalizing the cooperative rural banks as a means of promoting the interest and
welfare of the rural people. Some of the services it provides are: Promoting appropriate
laws, regulations and policies within both private and public sectors; conducting research and
development for its members; providing education and training program directors, officers,
and key staff employees of CRBs; conducting management corsultancy services to its
members; and providing liaison with key government officials and agencies.

BANGKOORP is managed by a board of fifteen (15) Directors, (one from each of el:ven
regions and four at-large) elected by an annual General Assembly. The Board elects the
officers from its own members with the exception of the Secretary and the Executive
Officer who are appointed by the Board. BANGKOOP’s twenty nine member banks are
located throughout the eleven regions and on December 31, 1987 held P345.7 in combined
assets. One of BANGKOOP’s goals is to witness the establishment of a Rural Cooperative
Bank in every ore of the seventy four (74) provinces in the Philippines.

According to its published financial statements, total resources of BANGKQOP on
December 31, 1987, were P45.3 million supported by liabilities of P40.8 million and members’
capital of P4.5 million. Included in members’ capital is subscribed capital of P1,450,000
(50,000 from each CRB member) of which P741,400 is paid and the balance unpaid.
BANGKOQP also has undivided profits of P781,709 (of which P617,775 is the current year's
profits) and a surplus reserve of P3,000,000. Also included in these figures are receivables
from member banks of P25.3 million representing advances to member banks largely supported
by funding from the Central Bank under the CDLF and DAF programs. Essentially
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BANGKOORP has also been a conduit of Central Bank funds to its member banks for on-
lending to Area Marketing Cooperatives and the Samahang Nayons.

The Cooperative Rural Banks

At present count there are approximately eight hundred forty six (846) Rural Banks
located throughout the rural provinces of the Philippines. Of these exactly twenty nine (29)
are cooperatively owned and are specifically classified as Cooperative Rural Banks (CRB).
Under the law all rural barks, including the CRBs, are registered with and licensed by the
Central Bank of the Philippines which regulates the CRBs’ activities, performs audits on their
records, and keeps statistical records of their performance.

The depositors and borrowers of the CRBs are its cooperative members including
primarily th= Samahang Nayons and the Area Marketing Cooperatives in the agricultural
sector and to a lesser extent some of the non-agricultural cooperatives. Accoidiug to
statistics published by the Central Bank and BANGKOQOP, total loans granted by all CRBs
during 1987 were P178.6 million broken down as follows:

LOANS GRANTED BY CRBs, 1987

Amount Distribution
(million pesos) (%)
Agricultural 105.8 59.2
Commercial 31.6 17.7
Industrial 11.7 6.6
Other 29.5 16.5
Total 178.6 ' 100.0

Other selected relevant information regarding the combined activities of the CRBs at
December 31,1987:

(million pesos)
Total Resources 345.7
Total Liabilities 256.3
Total Capital 89.4
Gross Income 43.6
Net Income 6.9
Total Loans Outstanding ~ 301.4
Current Loans 174.1
Past Due Loans 127.3
Return in Assets (%) 2.0
Return on Net Worth (%) 7.8
Past Duz Ratio (%) 42.2
Debt to Equity Ratio (%) 2.9
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CRBs are funded by member share deposits and savings deposits. Only one bank of those
visited by this team offered check clearing services (Davao City CRB) to its members. CRBs
are also recipients of funds from BANGKOOP and use re-discount facilities with the Central
Bank. Certain government programs are also funded through the Central Bank and tae Land
Bank of the Philippines. These programs include guaranty arrangements as well as direct
funding. BANGKOORP is also employed to channel some of these programs tu the CRBs. As
demonstrated by the past due loan ratio shown above the CRBs’ greatest problems are in the
quality of their loan porifolios, particularly in the agricultural sector with the Samahang
Nayons and the Area Marketing Cooperatives which are the CRBs’ principal market in the
rural areas. These problems are discussed in the sections on findings and recommendations.

Although none of the CRBs are currently comnputerized, the United Nations’ Feod and
Agriculture Organization (FAO) is preparing a software and training program throvgh the
Central Bark for rural banks which would include CRBs. A pilot project in tiie CRB in
Bulacan is already underway, with savings and loans computerized. A general ledger and
basic accounting system is under development, to be installed and tested by the end of this
year. The CRBs are to be the first recipients of th entire package, with training at the
Central Bank Institute (CBI). How the CRBs are to acquire the necessary hardware, basically
a PC with a hard disk ard a printer, is not yet clear. Hardware for the pilot project was
donated by FAO. Both the Supervision and Examination Services Division and Human
Resources Division (HRID, of which CBI is a part) of the Central Bak will be providing
support for wne program. System design will be done by FAO programraers Ralph Houtroan
and Alan Kaplan, but additional programming will also be done by CB staff. The pilot
program was compiled with the Foxbase software program but future development may be in
dBase [II Plus or dBase IV. These programs are compatible so it is not a problem to mix
them. The programs can be locally modified by each bank as needed as weil. CRBs were
chosen to be the first rural banks to be computerized because they are larger and ars
cooperative. There are no plans yet to include a communications aspect to the program,
although it may be added in a year or two, once the banks become accustomed to using
computr 7s.

Philippine Federation of Credit Cooperatives, Inc. (PFCCI)

PFCCI was originally organized as the Philippine Credit Union League (PHILCUL) on
October 16, 1960 and was affiliated with the international organization, Credit Unions
National Alliance (CUNA) a few months later. In 1980, PHILCUL became PFCCI at which
time new Articles of Incorporation and By-Laws were adopted. From that period forward, it
has served its membership under thai name.

PFCCT's membership consists of 83 full "participating” Credit Cooperatives (Credit Unioss)
and another approximate S00 "associate” members ide.stified as credit unions to be "upgraded”
before being eligible for full membership. There is no apparent common denominator (i.e.,
social, religious, vocational, industrial, etc.) among the verious credit unions themselves;
member credit unions are organized along Parish, worker, industrial, market, cr community
lines. PFCCI provides three primary services to its members: management assistance,
training, non-interest loans for financial assistance, and interlending for liquidity purposes.

At present PFCCI appears to regard upgrading the asscciate credit unions as its highest

priority.

PFCCI’s published financial statements as of December 31, 1987 reflected total resources
of P309,668, liabilities of P300,265, and capital of P9,402. Separate financial statements of
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PFCCI’s Central Finance Facility (the inter-lending fund) at December 31,1987 showed total
resources of P2,109.962 (including P1,605,214 of loans receivable) funded by share capital of
P1,457,012, resevve funds of 89,588, and grants from ACCU and CUNA of P144,215 and P1894
respeciively. Nit savings for the year ended in 1987 were P22¥.

Samahkang Nayon

On july 9, 1973, Letter of Implementation No. 23 was issued by the President which set
forth the regulations for implementing the decree on Strengthening the Cooperative
Movemert. In all, 65 separate regulations were contained in this instruction including
provisions for establishing Samahang Nayons, Cooperative Rural Banks and other forms of
cooperative institudons. Samahang Nayons were conceived as barrio level farmer
associations in order to avoid lengthy registration procedures required of cooperatives
because the government felt an urgercy to organize SNs throughout the country as quickly as
possible. Once SNs had completed their initial development phase they were permitted to
federate and using a portion of their accumulated capital to form Area Marketing
Cooperatives and Cooperative Rural Banks. The SN/AMC/CRB systein became the model for
cooperative develcpment in the agricultural sector.

Initially. S} business activity was restricted to the distribution of farm inputs and
assembling produce for marketing. Marketing activities were reserved for Area
Marketing Cooperatives. More recently, however, several SNs known as Business SNs have
been given permission fo involve themselves in the full range of business activity.

By 1975 17,193 SNs had been registered throughout the country with a registered
membership of 640,000 farmers and combined savings of P32 million. As of 1988, however,
BACOD estimates that only 4,800 SNs reniain active of which 600 have business activities.

Area Marketing Cooperatives

AMC:s are federations of Samahang Nayons and do not serve any other class of
membership. Their purpose is to market the produce of their membership, though most are
organized around input supply, rice processing and marketing activities. At their peak there
were as many as 75 registered AMCs. At present, there are only 35 functioning AMCs and
many of these are marginal operations.

Cooperative Marketing System of tiie Philippines, Inc. (CMSP)

CMSP, organized by AMCs in 1975 as a national cooperative to procure farm inputs for
Samahang Nayons and market their produce had an authorized capital structure of P25
million, with initial paid-up capital P1.2 million, and assets of P44 million. During the period
1975-1980, CMS? had accumulated marlceting sales of P92 million and P15 million in farm
inputs. CMSP, which had received a P27.5 million line of credit from CDLF, ran into
financial difficulties when it tried to subsidize the viability of the Metro Manila Consumers
Cooperative (MMCC), otherwise known as the Super Palengke, which later failed. This
failure, unfortunately, came at the expense of CMSP’s AMC members many of which rejected
CMSP’s management policies which they felt were biased toward consumer interests. The
subsequent uawillingness of AMCs to support CMSP led to its effective collapse in the early
1980s.
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BACOD is now considering two options with respect to support for cooperative marketing
structures:

(1) Revitalization of the Cooperative Marketing System of the Philippines (CMSP) which
is still existing but not operational. This would need restructuring and opening the
gates Of its membership to other secondary and regiona! couperatives.

(2) The other option is to organize a new national cooperative marketing federation
whose membership will be open to regional cooperatives and other secondary
cooperatives where regional cooperatives do not now exist.

The functions of such apex marketing cooperative shall be the following:

warehousing and transportation;

- production or importation and distribution of fertilizers, pesticides and other
inputs;

- agri-processing;

- marketing, imports and =xports;

- market information and promotion;

- research, planning, consultancy and development;

- education and training in coordination and cooperation with the Cooperative Union
of the Philippines (CUP);

- other acrivities as needed.
National Market Vendors Cooperatives Service Federaticn, Inc. (NAMVESCO)

NAMVESCO was organized in 1979 and was registered on August 29,1979. The federation
was formed solely for Market Vendor Cooperatives to serve the various needs of the market
vendors. It’s stated mission is to institutionalize Markst Vendor Cooperatives throughout the
country by providing technical and management assistance and by providing linkages with
other appropriate structures within the cooperative movement and other related sectors of
the national economy. Among the services provided by NAMVESCO to its members include
acceleration of the formation of additional market vendor cooperatives throughout the
country and the continuous conduct of training and education programs concerning
membership responsibility and job skills in the credit cooperatives.

A market vender cooperative is a credit cooperative capitalized by the individual shares
of market vendor members. The cooperative grants loans to members on the basis of the
equity of their deposit at interest rates lower than currently offered by commercial banks. A
market vendor is normally eligibie to borrow up to two (2) to three (3) times his or her
Fixed Deposit. At the end of the year the member receives interest on invested share
capital, a paonage refund and rebates which effectively lower the cost of any borrowed
funds. These cooperatives were initially organized to extricate members from dependance on
existing "informal" lending arrangements with private usurious moneylenders known as "5/6
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money lenders." That name graphically describes the terms of payment in such arrangements,
i.e, borrow five pesos and pay back six at the end of one month producing an effective
borrowing interest of two hundred forty per cent (240%) annually. The "5/6 money lender"
is, regrettably, a familiar figure among many parts of the Philippines, most predominately in
the poor and rural areas unable to access conventional borrowing arrangements.

More recently NAMVESCO is providing some additional services to its inembers including
appliance and other large item procurement using the improved purchasing power of the
cooperative to obtain better prices on such purchases. NAMVESCO is also now managing an
interlending program among its affiliates within which the cooperatives contribute 0 an
interlending fund of which they can avail themselves for liquidity purposes in amounts up to
twice their contributions.

At present NAMVESCQO has approximately 44 member organizations which in turn had a
total of 12,136 individual members. At the end of 1987, the cooperative members had total
assets of P133,768,428, and total deposits ( fixed and saving) of F98,392,694. All member
cooperatives combined had a total of 214 employees.

Cooperative Insurance System of the Philippines (CISP)

CISP is the youngest of the 24 life insurance companies in the Philippines, founded in
1974. It began by selling group term life insurance to Samahang Nayons and other
agricultural cooperatives. It later added other policies including group loan payment
protection, and credit-life policies (mortgage and savings). It has 257 cooperatives as
members, with about 57,143 individuals insured, and about P1 billion of insurance currently in
force. CISP’s objectives are o provide low-cost insurance with social content, to bnild a
strong financial base for the cooperative movement, to promote savings and self-help
programs and to serve as a medium for spreading the cooperative ideology.

CISP recently formed a new tie with the Trade Union Congress of the Philippines, a
labor union with 1,900,000 members and two representatives on CISP’s board. CISP also
recently bid to be the contractor for mortgage redemption insurance, under the Land Bank-
financed CAKP land transfers, which would represent a significant increase in new business.
In connection with these two developments, CISP has plans to purchase and implement an
extenisive new computer system that would process data for both the main Manila office and
incorporate data from the regional offices.

CISP had P13 million in paid-up capital as of September 1988. It also has an outstanding
loan of P3 million from the CALF, through ACPC; some of this was recently converted to
equity, giving the government two ex-officio seats on the board. CISP has a P360,000 time
deposit at BANGKOOP, P4(,000 at nine CRBs paying 9%; these in turn insure all their
members and borrowers under CISP’s credit-life plan. Some lcans are also made to policy
owners against (but not exceeding) the value of their policy, at generally below market rates
with a fairly good repayment rate.

The Federation of Electric Cooperatives of the Philippines (FECOPHIL)

FECOPHIL is the service organization of the country’s 118 electric cooperatives and was
organized in 1979 to protect the interests of its member cooperatives. Philippine rural areas
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are entirely served by electric cooperatives; the major urban areas are separately served by
ten (10) private companies. Both the cooperatives and the private companies are regulated
by the National Electrification Administration {NcA). In 1969, there was virtually no rural
electrical program in the Philippines. Only 18% of the population received electricity.
Investor-owned utilities were reluctant to extend service to rural areas because of expected
low returns. As of June 30, 1983, according to published figures the electric cooperatives
were serving 1,255 municipalities/towns constituting 93% of the total area to be served, and
house connections were 49% of those that can be served. Among the top rated electric
cooperatives, the highest percentage of house connections was 99.0% and the lowest was
71.32%. Electric cooperatives (and the private companies) transmit electric energy purchased
from the government-owned National Power Corporation (NPC). NPC is the wholesaler and
the cooperatives are the retailers of energy supply to the rural areas.

FECOPHIL is governed similar to other federations in the Philippines. Management rests
with the Board of Directors elected by an arnual general assembly of its members. The
Board appoints a General Manager. Under the direction of the General Manager, FECOPHIL
administers a mutual protection fund for its members, conducts training in certain on-the-job
skills, maintains liaison with appropriate government and private sector organizations, assists
members with collection problems, provides management services to members, and assists with
material procurement and repair. FECOPHIL also operates an inter-cooperative lending of
critical materials to assist members in maintaining continuous service in their areas.

Other Primary Cooperatives

About 3,161 other primary cooperatives are also registered under PD 175:
Credit Ccoperatives:

1,592 credit cooperatives exist in the Philippines, by far the most numerous kind of
cooperative. They belong to CUUP, PECCI, NATCCO and its regional centers, NAMVESCO,
CISP, as well as other regional and national cooperative organizations. Their role in
mobilizing member savings make the credit cooperatives the greatest source of liquidity in
the cooperative system, some of which is tapped through NATCCO’s national and regional
Cooperative Inter-Lending Funds.

Consumer Cooperatives:

There are over 853 consumer cooperatives in the Philippines which sell consumer goods,
primarily groceries (fresh, processed and dry goods) and appliances.

Agricultural Marketing Cooperatives:

There are about 294 marketing cooperatives which market and sometimes process
agricultural products. Some of these cooperatives are FACOMASs, Farmers Cooperative
Marketing Associations, at the primary level, and AMCs, Area Marketing Cooperatives at the
secondary level.

Producers Cooperatives:

There are about 218 producer cooperatives, which are mainly worker cooperatives
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producing some kind of manufactured goods. The team visited two cooperatives of this kind
that made rattan furniture, in Bacolod and Cebu.

Service Cooperatives:

There are about 194 service cooperatives in the Philippines which provide services such
as insurance,

Housing cooperatives:
There are only about 10 housing cooperatives
Multi-purpose cooperatives:
Many of the people contacted commented on the increasing number of multi-purpose

cooperatives, usually arising when an established cooperative diversifies the services it
provides to its members, such as a marketing cooperative also running a consumer store.
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C. Government Agencies and Programs
Bureau of Agricu'tural Cooperative Development (BACOD)

Although cooperatives have been under the aegis of numerous government agencies and
bureaus since they were first legally established in 1906, PD 1 in 1973 established the Bureau
of Cooperatives Development (BCOD) within the Department of Agriculture and PD 175 of
that same year gave BCOD the responsibility to "foster the creation and growth of
cooperatives as a means of increasing incorme and purchasing power of the low-income sector
of the population in order to attain a more equitable distribution of income and wealth."
Although its name has recently been changed to the Bureau of Agricultural Cooperatives
Development (BACOD) and it has been undergoing some reorganization and reduction in staff,
its primary functions have not changed much. Its functions according to EO 116 are as
follows:

1. Formulate an integrated system for development and evaluation of agricultural
cooperatives;

2. Provide assistance in the establishment of agricultural cooperatives in the rural
communities;

3. Evolve a program to promote the economic viability of agricultural cooperatives.

BACOD is, of course, also comnitted to carrying out Department of Agriculture basic
policies which are:

1. On Farmer Development: To attain and sustain an increase in the real income of
farmers and the farming sector.

2. On Institutional Development: To promote a more equitable distribution of income
from agricultural production and agri-business by fostering institutional changes in
the rural sector through:

* Agrarian Reform;

* The promotion and support of the privately initiated farmers’ organizations as
instruments for the enhancement of productivity and growth in farm income.

Central Bank of the Philippines (CB)

The Central Bank has been involved with cooperatives over the years primarily because
of its responsibility to regulate and examine banks of all sorts, including Cooperative Rural
Banks. The examination of CRBs is the responsibility of the Department for Rural Banks and
Savings and Loan Associations (DRBSLA).

From 1978 to 1983, CB/DRBSLA was involved in the administration of the Cooperative
Marketing Project with a $6 million loan from USAID and a $6.7 million equivalent
counterpart funding from government. One objective of this project was to make long-term
facilities loans and short-term marketing loans to Area Marketing Cooperatives and Business
Samahang Nayons. During the course of the project a total ¢f 16 loans (14 to AMCs)
amounting to P20.2 million ($3 million) were extended. Within DRBSLA, a Cooperative
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Finance Group (CFG) was established to analyze and recommend approval of loan applications.
This group managed to acquire considerable expertise in the evaluation and monitoring of
cooperative loans. At the close of the project, repayment performance was running at 90
percent. After the end of the AID project in 1983, CEG continued to be responsible for the
mairtenance of the loan portfolio and supervision of the program, but the level of activity
slowed considerably and certain personnel were reassigned to other duties. As of September
13, 1988, there were 31 long-term loans on the books under the CMP for a total loan value

of P22,036,000 of which P3,507,680 has been repaid ieaving an outstanding balance of
P18,528,320. Short-term loans of P27,098,000 have been made to date with a current
outstanding balance of P8,186,743. Approximately P5.5 million is currently classified as being
in arrears.

The CMP fund has been recently transferred to the Comprehensive Agricultural Loan
Fund (discussed below) along with the Cooperative Development Loan Fund (CDLF). The
CMF fund at present stands at P79 million the sources and uses of which are as follows:

P million
Sotuirces: Loan Funds USAID 39
GOP 11
Total 50 50

Guarantee Funds: USAID 15
Borrowers 3

Total 18 18
Eamings 11 Al
T rc 19
Uses: Loans 26
Investments 6
Securities 18
Idle 29
Total Uses 79 a9

Two policies of the Central Bank are of special relevance to tne subject of this study.
There is a policy to register no new banks during a moratorium period of unspecified
duration, The second is a policy to go slow on debt conversion projects. There are
reportedly 500 applications outstanding for debt/equity swaps.

Land Bank of the Philippines (LBP)

Enactmeri of the Agricultural Land Reform Code (R.A. 3844) in 1963 established the
Land Bank along with the Land Authority and other administrative units for the o
implementation of land reform. For most of its history, the Land Bank has loaned primarily
to farmers. Currently, LBP is planning to assume a critical role in the implementation of the
Comprehensive Agrarian Reform Program. Its programs will still be intended primarily to
improve farm productivity or to acquire post harvest facilities. Now, however, LBP intends

23



Innovative Approaches Project
Philippines Consultancy Report

to direct most of its loans through various institutions like cooperatives, farmer groups,
cooperative rural banks and rural banks. The strategy is to change the mode of delivery
from one which is highly retail to one which is primarily wholesale.

The following types of loans are being made to cooperatives: agricultural production
loans; commodity loans (secured by produce in bonded warehouse); operating capital loans;
agricultural facility (fixed asset) loans; agri-industrial loans. All loans to institutions are
being made at 12%. Loans to individuals are at 15%. There is also a re-discounting program
for rural banks at 12% for approved agricultural lcans which has been in effect since about
the middle of 1988. To date, 87 rural banks have been accredited for this program of which
about 15 are CRBs and about P15 million has been availed under the program.

The shift in policy is evident from the loan portfolio statistics. During 1987, Land Bank
closed loans valued at P107 million of which P104 million were made directly to farmers and
P3 million to cooperatives. Estimates for 1988 are that P300 million in loans will be closed
of which P130 million will be made to farmers, P50 million will be made under the rediscount
program, and P80 million will be made to cooperatives.

At present, Land Bank’s capitalization stands at about P4 billion. Also, LBP holds about
one-third of the capitalization of all CRBs in the form of P1 million investments in each of
28 CRBs. It is currently in the process of subscribing an additional P15 million investment in
selected CRBs based on capital need as agreced among the CRBs.

Land Bank is not in favor of the establishment of a National Cooperative Bank because
they believe the number of banks should not be increased, existing banks can satisfy the
need, and special purpose banks are a dubious proposition. Furthermore, Land Bank itself
intends to serve the needs and provide the services identified for the NBC.

Consolidated Agricultural Lean Fund (CALF)

This is a program administered by the Central Bank Treasury Department which has
acquired resources by taking over the assets of the CDLF and CMP and from some 20 other
funds.

As of July 4, 1988, the total CALF balance amounted to approximately P1.3 billion, of
which P110.7 million or 8.6 percent is in cash. P557.3 million was transferred by the
Centrai Bank and the Department of Agriculture to the CB Treasury Department.

The central thrust of CALF is to guarantee agricultural loans undertaken by commercial
hanks. We were unable to learn how many or what amount of loans have been guaranteed to
date but we were told that so far the program has not proved to be popular with the banks.

It guarantees only 85% of the principal. The banks want 100% of principal and interest. In
general, the commercial banks regard any loan under P100,000 as unprofitable and regard
agricultural loans as very high risk.

Quedan Guaranty Fund Board (QGFB)

The Quedan Guaranty Fund was established by LOI 696 in 1979 for the purpose of
guaranteeing loans secured by palay (paddy rice) or other agricultural commodities stored in
approved bonded warehouses. The National Food Authority is responsible for franchising
warehouses for the program. To date only about 500 warehouses of an estimated 6,000 in-
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country have been approved. A farmer, to avail himself of the program, delivers his
commodity to the bonded warehouse where he receives a receipt (quedan) which is a
negotiable instrument that specifies the commodity in storage and estimates its current
market price at the time placed in storage. With quedan in hand the farmer may proceed to
an accredited bank where he may take a loan using the quedan as security up to 80% of face
value. Such loans tend to bear an interest rate about 2% below average markert rate. QGFB
estimates that farmers who store their palay rather than selling at harvest can receive prices
that are 10% higher after two months and 20% higher after four months. The loan is
guaranteed by the QGFB and the note may be re-discounted by the Central Bark, funds
permitting. QGFB is a quasi-governmental corporation attached to the Departraent of
Agriculture.

The fund began with an authorization of P95 million in 1979 and has grown to P180
million at present through earnings. Defaulis on guaranteed loans have amounted to less
than 1%. The guaranty fund is modestly levurased with guarantees iimited to P60O million.
Warehouse space, number of accredited banks and availability of re-discount funds zt Centra!
Bank are limiting factors. There are currently 168 banks participating in the program of
which 95 are Rural Banks and among these are five or six Cooperative Rural Banks.

QGFB estimates that only 1% of the toral rice crop is covered by its program. To
expand the program GGFB believes high priority cught to be placed on making more
warehouse space available. It is estimated that the 600 warehouses operated by the National
Food Authority (NFA) with a capacity of 33 million cavans (1 cavan = 40 kilograms) are less
then one-third filled since NFA procures only about 10 million cavans per year. The annual
rice crop is about 180 million cavans.

Comprehensive Agrarian Reform Program (CARP)

Established ur.der the Comprehensive Agrarian Reform Law, Republic Act No. 6657, CARP
is a far reaching land reform project. One objective of CARP is to organize beneficiaries of
agrarian reform into cooperatives in order tc pool their resources to better manage the land
and enterprises they acquire and to make available to them the many support systems and
government programs accessible by cooperatives. i

CARP is coordinated by the Presidential Agrarian Reform Council (PARC) presided over
by the President herself. In addition to the National Economic Development Authority
(NEDA), the following departments are represented on PARC: Agrarian Reform (DAR);
Agriculture (DA); Environment and Natural Resources (DENR); Budget and Management (DBM);
Finance (DOF); Labor and Employment (DOLE); Local Governments (DLG); Public Works and
Highways (DPWH); Trade and Industry (DTI); the Land Bank of the Philippines (LBP); and the
National Irrigation Administration (NIA). In the provinces, there are Provincial Agrarian
Reform Coordinating Committees (PARCCOMs) presided over by the governors.
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V. FINDINGS
A. Banking and Finance

1. Visits and interviews with several of the cooncrative federations revealed a fairly
extensive incidence of well organized financizl internediasies within the cooperative
movement in the Philippines. Prime examples of cooperative financial intermediaries
channeling funds from capital surplus areas to capital deficit areas are the National
Confederation of Cooperatives, Inc. (NATCCO), Visayas Cooperative Training Center,
Inc. (VICTO) and the National Market Vendors Cooperative Services Federations, Inc.,
(NAMVESCO). In addition to these examples there are other organizations which were
not visited by the team. From every appearance, these cooperative institutions were
funct'oning as effective intermediaries among their member cooperatives. They extend
credt to their cooperative members which in turn extend credit to their members or
invest in productive capacity. The organizations mentioned and others not visited by
the team are manifestly successful, effective and have good management. The
negative comment is that the Philippine cooperative movement consists of a somewhat
disorganized quilt work pattern of successful cooperative financing intermediaries in
certain geographical regions while in other areas, similar activity is either ineffective
or nonexistent. It would appear to an outside observer that the Philippine cooperative
movement as a whole has not been able to maximize the efficiency of this activity
and to capitalize on its successes to improve the overall mobilization and distribution
oZ funds among cooperatives. For one thing, most inter-cooperative lending is among
cooperatives of a similar kind. Credit unions lend to credit unions. Electric
cooperatives lend to electric cooperatives and so on. This tends to reduce the
opporiunities for offsetting seasonal demands for capital. For another thing, little of
the excess liquidity in the cooperative sector is moving into agriculture. This is
because cooperatives with liquidity have few agricultural members and no expertise in
agricuitural lending. A properly managed national cooperative bank would be a
potential candidate to address this problem.

2. The team visited approximately 30 cooperative organizations in the Philippines over a
three week plus period including not only primary cooperatives but also federations.
In each of these interviews, every cooperative organization, primary or federation,
was asked if it favored establishment of a national cooperative bank. Among all these
cooperative organizations interviewed, the vast majority expressed strong support for
the establishment of such a bank. The Supreme Cooperative Council of the
Philippines (SCCP) and the Cooperative Union of the Philippines (CUP) are leading the
movement to establish such a bank.

Enabling legislation for the National Cooperative Bank is now pending before both
houses. It is contained in what is known as the Omnibus Cooperative ‘Code (SB 513
and HB 13029). This bill also contains provisions relating to tax treatrcent of
cooperatives, agrarian reform beneficiaries cooperatives, credit unions, and other
cooperative issues.

This proposed legislation calls for the establishment of one National Cocperative Bank
with authorized capital of P100 million (compared to P500 million for comrercial
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The Supreme Cooperative Council of the Phi; ippines believes that some version of this
legislation is likel;’ to pass by Christmas beca ise of the interest in the provisions
relating to agrarian reform cooperatives. The House has placed this legislation on its
10p t2n priority list.

The initial (legally required) capitalization for the bank, once the enabling legislation
authorizes its establishment, would be twenty million pesos of which a minimurm of

25% must be subscribed and a minimum of 20% must be paid in. The organizers’ goal

is to raise 10,000 pesus each from 2,000 cooperative organizations throughout the
Philippines thereby equaling 20,000,000 pesos (U.S. $1,000,000) or the minimum required
paid-in subscriptions to establish the bank. Our observations and interviews during

our visit to the Philippines gave evidence to both strong cooperative and legislative
support for ¢stablishment of this bank.

Current strategy is to first organize a cooperative financial intermediary which would
be called the "Central Cooperative Finance Development, Inc. {CCFDI)" since this can
be accomplished with a much loweer initial capital investment. This would allow
operations to begin while further organization and registration procedures were under
way. It appears that this will become a reality some time in early 1989.

Notwithstanding the strong support for the establishment of a national cooperative
bairik of cooperatives, the interviews did not reveal any commonly held concepts as to
exactly the role to be played by the bank once established. There were in fact
concerns among some of the cooperative organizations as to the degree and nature in
which the bank would work with the various cooperativ= organizations. The
organizers of the bank have clearly indicated that the contemplated national
cooperative bank would be a "bankers bank" functioning as an internediary between
existing cooperative financial intermediaries and also play a leadership role as a
national spokesman for the financial needs of the cooperative movement. It is not
expected to compete with existing cooperative financial interrucdiaries or banks.

3. The Bureau of Agriculturai Cooperatives Development favors the establishment of a
National Cooperative Bank. The Director of BACOD had this to say ou the subject in
a recent memo:

In the financial field, the desired goal is the establishment of a National
Cooperative Bank whose membership shall be open to all types of cooperatives.
This will, however, require enabling legislation.

When this is possible, one option is for the apex bank to establish regional branches.
The National Cooperative Bank shall undertake the following activities:

- current accounts

- savir~s and deposits

- re-discounting

- inter-lending

- loans (short-, medium-, and long-term)

- foreign exchange

- floatation of debentures with appropriate guaranee

- international funding

- education and training in cooperation and coordiziation with CUP and RCUs.
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Cooperative Financing Inter:ediary: In the meantime, however, that it is not possible
to organize a National Cooperative Bank, an interim system can be established. This
is the organization of a Cooperative Financing Intermediary.

The CFlis like an oversized credit coopzrative operating on a national level whose
membership comes from all types of cooperatives which would need the services of a
national financing organization.

4. Land Bank of the Philippines was the only organization visited which expressed
opposition to the concept of a national cooperative bank. LBP believes that no new
banks, especially highly specialized banks, should be formed. LBY also believes that
the expressed mission of the proposed bank overlaps its own missicn and is
understandably wary of such a developmert.

The team has taken note of the recent shift in policy by LBP to become more of a
wholesale lender by working through established institutions ard its renewed
dedication to support the agricultural sector. However, our view is that the scope of
potential investment opportunities is adequate to absorb the best efforts of LBP and a
national cooperative bank combined. These operations ought to be viewed as
complementary rather than competing. Furthermore, a privately owned and operated
bank for cooperatives can provide some measure of security against future shifts in
government policy.

5. Visits with a few of the major Philippine corame:cial banks revealed a surprising lack
of familiarity among these bankers with the cooperative organizations in the
Philippines. The commercial banks could not identify any significant cooperative
organizations among their custorners, borrowers or depositors. Specific bankers within
these commercial banks involved with agricultural lending were simply not familiar
with the cooperative structure in the Philippines, its major organizational elements
and the issues that currently confront the cooperative movement. The ccmmercial
banks have expressed interest in being more effective with credit delivery systems in
the rural areas of the Philippines but currently believe that their existing structure
does not render them the ability to effectively extend credit in these areas in an
economically viable fashion. If existin;; commercial banks were to be relied upon to
serve a more effective role in providing; agricultural and rural credit in the
Philippines, it seems obvious to these observers that a substantial educational process
would be required of these banks.

6. There are fundamental problems in rural credit delivery performed by cooperative
rural banks (CRBs) throughout the various regions in the Philippines. In some of the
CRBs visited, loan delinquencies ran as high as 40% in loans extended to the
Samahang Nayons (SN) and the Area Marketing Cooperatives (AMC). These crippling
delinquencies in turn severely inhibit the capacity of the CRBs to provide esseniial
credit to AMCs which in turn would enable the AMCs to purchase members’
production with immediate cash (a necessity to most of these farmers) and also to
enable the AMC:s to establish crucial storage and processing facilities necessary to
provide better market prices to their member farmers. In the absence of all this, the
farmers, not receiving these crucial services from their own marketing cooperatives, in
turn become captives of prices pzid by independent traders who take full advantage of
the abundance of crop at the harvest. In summary, neither the CRB nor the AMCs
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are adequately serving their members because of the capital and funding problems
created by the high delinquency ratios.

One AMC visited by the team had received a rice mill rehabilitation loan under the
Cooperative Marketing Project. That loan is currently in arrears. Apparently, the
Cooperative Finance Group of the Central Bank relied upon two key assumptions in
making the loan which failed to iold up: (1) that a significant portion of the output
of the AMC rice mill would be purchased by NFA; and, (2) that the AMC would
continue to receive short-term marketing loans for the purchase of member paddy
rice. The team heard conflicting versions of why NFA failed to purchase the volume
of rice originally envisaged, but the most likely reason is simply that NFA policy
responds to a much broader set of concerns than the welfare of a handful of AMCs.
In any case, it points up the inherent danger in relying on government programs as
opposed to established commercial channels when evaluating the market potential of
proposed investment projects. The lack of short-term marketing loans is both more
clear and more puzzling. The proximate cause is that the local CRB has a
delinquency rate among all of its borrowers which disqualifies it for participation in
the program which would allow it to supply the needed marketing ioans to the AMC.
The puzzling part is that the CFG at the Central Bank has apparently taken no
extraordinary measures to protect its long-term rice mili loan.

Quite interestingly, however, CRBs in other regions confronted with precisely the
same kinds of problems have much lower delinguency ratios (5% to 10%) and operate
very efficiently. The principal distinction between two such CRBs would seem to be in
the management and tmanagement attitudes of the particular CRBs. In many instances
throughout the Philippine cooperative movement, managers of finaucial intermediaries
are more sociologically oriented than business oriented when addressing the needs of
their members. While empathy with the financial and social problems of their
members can be an understandable and even laudable characteristic, the existence of
such sentiment in lieu of sound business judgments usually leads to business failures
which are a disservice to the members and everyone else concerned. There is a
distinct need among Philippine cooperatives for better selection and training of
business managers in cooperatives and their financial institutions where crucial
economic activity is involved.

7. Interviews with a major multinarional bank branch in Manila revealed the current
fact that debt equity swaps originally authorized by the Central Bank just over one
year ago are currently inoperative because of increasingly difficult qualifications
required for such swaps by the Philippine Centra! Bank. ‘The Central Bank is
apprehensive about an uncontrolled and rapid increase in money supply accompanied by
increases in botk: the inflation and interest rates. Consequently, private sector as
well as public sector organizations with debts o'ving to external lenders denominated
in external currencies must make full settlement with the Central Bank of the peso
equivalent of such debt before being cleared for a potential swap arrangement with
interested investors. Such quaiifications are difficult to impossible for both private
sector and public organizations to satisfy and therefore this activity has ground to a
halt. Furthermore, the concept of debt donation by external lenders wherein tax
credits would effectively make such an activity economically acceptable to external
lenders is also virtually inoperative currently because of current negotiations by
external commercial lenders with Philippine monetary authorities concerning re-
negotiation of existing commercial bank credit to Philippine borrowers. External
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commercial banks do not want to give "the wrong signal" to the Philippine
Government about their expectations of re-payment of this debt and it is feared that
donating debt to qualified appropriate organizations in the Philippines would give such
an erroneous signal to the Philippine government. The current elimination of

possible debt equity swaps and debt donation arrangements removes for the time being
the potential for a private voluntary organization to develop this source of funding

for some of the needed infrastructure projects; i.e., storage and processing facilities,
badly needed by Philippine ag business and agricultural cooperatives.

B. Trade

1. There is a large and growing market for non-traditional exports such as Philippine
handicrafts. Philippine handicrafts for export include such products as: a) rattan
furniture, b) marble artifacts and statues, c) children’s toys, d) ready-to-wear apparel.
Philippine cooperatives, particularly worker-owned cooperatives, are strongly involved
in many of these areas. In some instances cooperatives are involved in arranging
export of these items but the vast majority of cooperatives involved are dealing with
export traders. There is a growing market for many of these items in overseas
markets. Technical assistance for cooperatives in developing exporting marketing
organizations would be very useful. The team interviewed the Philippine
representative of an international organization known as Cooptrade which was started
in Bangkok in 1978 by the International Labor Organization (ILO). Cooptrade is now
managed by the International Cooperative Alliance (ICA) and attempts to promote
international cooperative trade. The Philippine representative to the permanent
committee which makes up Cooptrade is workin3 on several projects concerning
cooperative trade in the Philippines. Specifically, four cooperatives are involved in
the export of rattan furniture, eight cooperatives are .. volved in exporting secaweeds,
one cooperative exports marble artifacts and three cooperatives are involved in the
export of ramie fibers. Other Philippine products being investigated for cooperative
export include tropical fruits, cashew nuts and prawns.

2. Prawn production has been identified as the most rapidly growing non-traditional
export industry in the Philippines. A rural electrical cooperative in Bacolod informed
the team that their power requirements had increased 25% in one year because of the
increased power demands of new prawn farms in that area. Both the Philippines and
Thailand have recently replaced Taiwan as a major supplier of prawns to the Japansse
market. This development provides many cpportunities for cooperatives in supporting
industries relevant to prawn production though probably not in prawn production
itself. Prawn farms are very capita: intensive requiring construction of the ponds
themselves as well as the equipment to drain and refill the ponds and t¢ provide
proper oxygen and other environmental conditions to the ponds while the prawns are
growing. ivoreover this production cycle is highly vulnerable to slight variations in
technical processes which can destroy an entire harvest and to diseases that can also
effect an entire pond. The combination of large capital requirements and business
risk are not conducive to cooperative funded and managed activity. Cooperatives do,
however, have pctential business opportunities in hatcheries, feed mi'ls, processing and
exporting. Worker cooperatives have a definite opportunity in any of the '
aforementior:ed activities but it is not apparent during our visit that the cooperatives
are moving with any decisive speed in filling these essential needs in this growing
industry.
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3. None of the cooperative institutions interviewed were aware of any readily accessible
source for daily market data for commodities or products of interest to cooperatives.
However, there was near unanimity that such a service is needed and would be used.
Several mentioned that the Cooperative Marketing System of the Philippines would be
a logical place to operate a clearinghouse for market data were it not in receivership.
Alternatively, the Cooperative Union of the Philippines is considering 4 proposal
before its board to establish a "National Cooperatives Marketing Secrerariat” which
would be a non-business unit of CUP which would strengthen the marketing
capabilities of productive cooperatives by providing market information, technical
assistance and other support services. Another possible alternative is NAMVESCO
which has expressed an interest in becoming "the marketing srm for agricultural and
producer cooperatives.” It is clear that unless CMSP is rejuvenated and drastically
overhauled, there will be a major vacuum in the cooperative sector with respect to
marketing support. No progress can be achieved with respect to market information
systems undl! the underlying institutional questions are answered.

In the past, CMSP has tried to organize a market information system based on radio
communication. These efforts met with only limited success. This program
undoubtedly contains lessons for any computerized system that might be proposed.

As mentioned earlier in the discussion of CMSP, that organization failed to some
extent because agricultural producers came to believe it was not working in their best
interests. Clearly, any marketing organization must identify producers as its primary
constituency and work diligently on their behalf if it is to succeed.

C. Management and Training

1. Virtually every cooperative institution the team visited prepares annual budgets,
prepares monthly financial staiements which are reviewed by the board, uses standard
accounting systems, has qualified accountants on staff, is regularly audited and in
general has good accounting and control systems. This means that the task of
designing and implementing standard accounting systems within cooperative types
should be a relatively straight forward exercise, though conversion to computerized
systems from manual ones is never without its costs.

2. Management skills in finance and marketing appear to be somewhat less universaily
good. Some managers when faced with the unavailability of government soft loan
prograros and guaranteed markets were able to find ways to meake a profit at market
rates using alternative marketing channels. Others seemed to be stymied. To be fair,
some businesses are inherently more difficult, such as rice marketing, due to
exogencus factors and managerial skills have been severely tested. Still there seems
to be quite a variation in managerial ability among institutions at the provincial level
and below.

3. In general, cooperative training is widely available. Courses are offered by many
organizations, including NATCCO and affiliates, CUP, CFPI, as well as basic pre-
membership seminars offered by miost cooperatives themselves. An impressive amount
of attention has been given to training here.

4. No training specifically on computers is given as of yet. A few organizations (CFP],
NATCCO, VICTO) expressed a desire to provide such courses in the future, but all
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felt they needed to train those in their own organizations first. Although computer
training is available from commercial schools (one price was quoted at P50 or
$2.50/hour), courses specifically for cooperative staff, that focussed more on the needs
and uses of conperatives, would be valuable. Courses already given in cooperative
accounting could add a component on computerizing accounting systems. Courses on
cooperative management could include use of computer management tools, such as
performance reports. Given that some cooperatives are already computerized, and
others would like to be, the need to incorporate computers into basic cooperative
curriculum will become more necessary.

CFPl is closest to being abie to offer computer courses, in tertus of having both full-
time trainers and competent computer staff. They are gaining experience with a two-
month course given for their own staff to increase computer literacy, beginning this
fall.

The Central Bank Institute, as part of the FAO project to computerize rural banks,
will be training staff from CRBSs to use the standardized bank accounting software the
FAO has developed. Widespread training will not begin for at least six months, since
the pilot project has just begun in Bulacan, with the first two modules. The
remainder of the program is still being develoned and will need to be tested and
revised before training and distribution for a!l CRBs.

NATCCO is sending its auditors to be trained on cor.iputers so that they can audit
computerized cooperatives.

5. One of the ideas heing explored in this study is the potential usefulness of computer
based training, i.c. iraining which uses the computer as an interactive medium.
Reception for this idea has been lukewarm at best. While such training can
undoubtedly find a niche due to its inherent economies, it cannot be considered a
high priority item for Philippines cooperatives at the present moment. This is due to
two factors. The simplest is that the supply of available computers at present is
quite scarce and other applications are regarded as higher priority for computer time.
The second is that wraining services being provided at the moment are quite good.
There is a wide variety of training being offered to cooperatives from many sources
which cover the most essential training elements quite well. Nearly everyone
interviewed would like to have more training available to their institutions, but
basically they would like more of the same kind of training they are already
receiving. At some point down the road, it will make sense to revisit the question of
computer-based training, but at the moment it appears that immediate efforts would
be better directed elsewhere. One exception to this general finding is noted below.

6. Because managers at al! levels mention planning for the development of their
cooperative or member cooperative activities as one of the most important and time
consuming areas of management attention, it would appear that software designed to
assist such planning would be highly productive and readily adopted. Such software
would help to save time and extend the capabilities of the scarcest resource of all,
top management.

In particular, several managers have stated that the area of management they would
most like to improve is the ability to analyze the performance of their cooperative or
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member cooperatives relative fo industry standards for that type of cooperative and to
more readily spot problem are.s before they get out of hand.

Software could be devised to assist in this regard by taking advantage of the
knowledge of the best managers in each category. To be effective, such software
would be part tutorial and part decision aid. That is to say, it would help to

educate the manager in a purely pedagogical way as to the factors that are key to
success for that type of cooperative and, in addition, would provide a tool by which
he or she would enter key data and receive an analysis that would help him or her
better understand the conditions of the cooperatives, either individually or as a group.

D. Computers and Communications

1. The state of telecommunications outside of Manila is quite poor. The Manila based
Metropolitan Computer Times ran a special report on telecomrnunications in the
Philippines in its August 30 and September 15 editions several articles are attached as
Annex F. and one points out that the Philippines lags behind developing country
standards with an average of only 1.31 main stations per 100 population as coripared
to the developing country average of about 3 per 100.

The same article cites two studies which indicate considerable economic impact from
improving natonal telecommunications services. One, in Costa Rica, suggested that
the benefit cost ratic of extending telephone service to typical rural businesses was
50:1. A second study based on data from 35 developing and developed countries found
that a one percent increase in the number of telephones per 100 persons over a five-
year pericd produced a 3 percent increase in average per capita income in the
successive seven year period and the effect was even greater for those countries
starting with lower installed bases.

Our team was able to connect to the international electronic mail system relatively
efficiently from the CRB offices in Bacolod and Davao City and somewhat less
efficiently frum the VICTO office in Cebu using National Direct Dial (NDD} lines.
We were unsuccessful in transmitting data via operator assisted calls from Iloilo and
elsewhere. It may well be possible to communicate at 300 baud on an operator
connected call, especially with an error-checking modem and provided local operators
can be persuaded not to invade the line during transmission. NDD may not be
absolutely necessary, although it certainly is easier. In Cagayan de Oro, the phone
service is so poor we were unable to phone for hotel reservations from Manila or
Cebu, were unable to reach Manila or Davao during our stay and calling across town
was an ordeal.

Many of the cooperatives we visited do not have NDD lines and prospects of acquiring
them in the near future seem dim given the general shortage of facilities. From an
operational point of view, it would be most efficient for those who wish to .
participate in national and international electronic mail and conferencing services to
operate a dedicated data-only line for that purpose. However, given the shortage of
NDD lines even for voice transmission, this would be extravagant. A simple A-B

switch for transferring between telephone and modem would be useful to minimize the
disruption of plugging and unplugging phones and modems. However, two problems we
encountzred while attempting to transmit data from the VICTO office in Cebu are

likely to be widespread and persistent: people lifting other extensions attempting to
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call out; and, people attempting to call in on what is essentially the only business
number. These things, however, are merely inconveni¢ nces and are not insurmountable
problems and, presumably, systems can be devised to minimize the inconvenience.
None of the organizations visited currently had moderns. However, at the moment,

the biggest obstacle to achieving a national data network for cooperatives is the

general lack of NDD services available to cooperatives in many areas.

2. Philippine telecommunications services are competitive, but subject to regulation at the
national level, rather like the U.S. ten years ago. This results in a few providers of
nearly identical services, at identicai tariffs.

In the Philippines, telexes are used for international communication, but hardly ever
domestically. Instead, telegrams are sent by radio and microwave by the RCPI and
PTT companies, from their public booths around the country. Cooperatives use
telegrams frequently, but consider them costly.

Telephone service is dominated by the Philippine Long Distance Telephone Co.
(PLDT), a near-monopoly built up by the government about ten years ago. The
quality of service varies widely, with the modern parts of Metro Manila receiving
good service, and outlying areas and islands away from Luzon having limited and
unreliable service. PLDT has a universally bad reputation for installation of new
lines and repair of existing ones.

Expansion of the phone system had slowed during the end of the Marcos era, and
has begun to pick up in the last two years. Several projects are in progress:

a. PLDT’s "big bang" X-5 expansion project, more than doubling the size of its
network in a few years;

b. The government Department of Transport and Communication (DoTC) plans for a
series of turnkey projects to be constructed with foreign assistance in provinces
outside Metro Manila,

c. Several very small domestic telephone companies also have expansion plans;

d. There are public discussions of a naticn-wide network using small satellite
terminals to support the government land-reform program;

e. Overseas vendors have offered used telephone switches at attractive terms to
local phone companies, and US cooperatives have offered used equipment to
Philippine electric cooperatives.

Each of these efforts has substantial logistical, financial, and regulatory hurdles to
cross, which will result in a fluid situation for the next five years. These changes
are likely to prove impertant to cooperatives in many towns. However, most of the
new investment is being made in towns and cities, so most rural cooperatives cannot
expect service in the near future.

In the meantime, in urban centers where PLDT does not provide or upgrade service,
there is one small company that may be an alternative. Philippine Telegraph and
Telephone Corp. (PT&T) operates a domestic digital telephone network in most major
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towns and cides. Its phones can call any PT&T or PLDT phone, but PLDT phones
cannot call PT&T phones directly (a manned switchboard operator and separate PLDT
lines is required). PT&T’s phone network is mostly used by large national
organizations like banks or oil companies for their internal (eg, inter-branch)
communications. It has been chosen by the International Rice Resear h Institute for
their Los Banos to Manila link, after PLDT proved incapable of providing service. It
could be useful to cooperatives, if enough of them moved to use it at once.

3. The team discovered a number of possible uses for computer-based communication
networks. Among these are the following potential in-country electronic mail
applications:

- Inter-regional trade among cooperatives and others: general sourcing and selling,
which eventually could feed into an international link. Some groups, such as the
market vendors could do joint purchasing on some commodities, after collecting data
on members desired amounts.

- Market price system: gathering and distributing prices of basic commodities: rice,
corn, fertilizer, feed, etc.

- Inter-cooperative lending: exchange information, perhaps develop a funds
transfer/clearing system.

- Basic inter-organizational communication: on legislative affairs, conferences,
training, sharing technical information. This, too, could feed into a future
international link.

- Software users group: share information and experiences using common software.

Communicaticn on these subjects already occurs through other channels but members
have expressed dissatisfaction at the reliability, convenience, speed and cost of the
phone, mail and telegrams.

4. International data communications services are offered by four vendors:
PT&T/CapWire, Eastern (also called ETPI), PhilCom, and Globe-Mackay (see Annex D,
Guide to Data Communications in the Philippines for further details). Only PT&T
offers domesic (ie, intra-Philippines) data comraunications service. All four providers
offer international packet-switched service at the same price. This price, fixed
accourding to a government-approved tariff, is 20-30% higher than in Singapore, Hong
Kong, or Australia, but less thar Taiwan, Korea, and many other developing countries.
It has been cut by about 40% from its level two years ago.

Domestic ¢electronic mail services are limited at present to PT&T’s Comet
message-switching service, which is cld and oversubscribed. PT&T has begun to
market a domestic packet switch service in many cities, plus a new electronic mail
service which, by the end of this year, is said to provide both domestic and
international e-mail (using x.400 to link to international e-mail services).

Most of the international data communications providers are expanding to cities
outside Manila during the next year, providing gateways to their service in cities like
Cebu and Davao. This will have a very positive effect in reducing both the cost and
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the line errors from these citics, which otherwise have to rely on noisy NDD
connections.

Present users of international data communications reported few difficulties with the
data services themselves. If a service’s phone number is busy, a call back in a few
minutes will usually find a free line; and if reliability is very important, it’s easy to
subscribe to a second service for backup.

More problems were encountered with the phone connections to the data service.
Phone calls, especially from outside Manila, were so noisy that 300 bps cornections
were usually the best that could be used. Dedicated lines fron: the data service
could be obtained, but only at high cost. The team heard repc:ts that some local
telephone companies, like the one in Baguio, initially refused to allow modems to be
connected to their phone lines; even after a government ruling forced them to allow
it, they still monitored lines for modem signals and harassed the users.

The modems themselves need to be protected, like other electronics, from variations

in local power supplies. Users’ modems have been damaged by power fluctuations.
Simple modems made in Hong Kong and Taiwan have been easier to repair than Hayes
modems, we were told.

5. Many rural-based organizations, mainly CRBs or AMCs, but also others (NATCCO and
affiliates) had explored the idea of setting up a VHF radio system in order to
communicate. For example, at FarmCoop, a federation of five AMCs and six farmer
marketing cooperatives, only two miembers had telephones. But they were also too
geographically dispersed for hand-held radios, being as far apart as Iloilo, Negros and
Antique. However, while 2 VHF radio system could meet their needs, the cost was
usually prohibitive for their budgets (a base and cix stations would cost P100,000 or
$5,000). One disadvantage of such a radio system is that it is closed, and outside
people and organizations cannot communicate with it.

Any group connected by radio, though, could use packet-radio technology (if they
have at least a personal computer) to send data as well as voice by radio, which in
turn could be forwarded by some center with both telephone and radio connections.

6. In most larger cities, both computer vendors and computer training schools were
readily available. The vendors, whose main business seemed to be in IBM PC-
compatible computers, also provided service on an on-demand basis to those who
needed it, sometimes providing a loaner PC in the meantime. Especially in Manila,
there is a plethora of computer dealers and repair centers. Computer equipment
prices ranged from 25-80% higher than U.S. or Hong Kong prices, with some
specialized items like modems as much as 150% higher. Prices outside Manila were
even higher. However, repair and training services were widely available at
reasonable cost.

Many small computer training schools also exist in the larger cities, with the most
popular applications being WordStar, Lotus 123, and dBase III Plus. Courses are also
offered at many colleges and universities, which also apparently train people in
COBOL and BASIC. Manuals and reference materials are less available - often out of
stock. No software support is available locally, except for locally developed packages
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(such as DataExpress, an accounting package written in dBase III Plus, developed, sold
and supported in Manila).

7. The main reasons organizations were not computerized were lack of resources and
lack of information. Organizations that had tight budgets had not invested in
comiputers or trained staff. One question these organizations did not seem to broach
was whether the efficiencies in using computers would offset the cost of acquiring
them in a reasonable period of time. This inability to do an in-house cost/benefit
analysis is tied with the second problem, lack of information. Another factor may be
the soundness and level of competence in the organization in general. In order to
make use of a computer the organization must first be functioning well.

Information ou the state of computer hardware, software and training is available in
the Philippines, but few in the cooperatives knew about it. Those who tend to know
the most about current technology are the computer vendors, who unfortunateiy are
not the best objective source of information. When asked, most organizations said
vendors were the first people they would ask about what kind of computer hardware
and software to purchase. Some said they would ask a knowledgeable friend. These
problems both point to the need for a central place where information is gathered,
from magazines, journals and directly from hardware and software companies, all
available in Manila, as well as some other major cites. A center could then also
offer advice on determining the costs and benefits of computerization, as well as the
appropriateness and sources of different kinds of hardware, software, specialized
programming, training, and maintenance.

8. Almost all organizations expressed interest in a standardized software package for
cooperative accounting, including the CRBs.

For the CRBs, the FAO project is already in the process of developing such
standardized software, although a future communications aspect may well need to be
added to improve funds transfers and clearing.

In the case of cooperatives and other support institutions, the team found no

evidence of coordinated work tc produce standardized accounting or other software
systems. What we did find was a fair amount of individual initiative in computerizing.
For the most part, such efforts have been directed to a single organization and are
based on customized software. Reliance on customized software is the result of two
factors: (1) cost of programming is quite reasonable by U.S. standards and (2) off-the-
shelf software is not generally well suited to the needs and very little support for

such software is available. While such initiative is commendable, the trend is
disturbing because standarization in the future will be much more difficult, and with
customized software the programmer may not be available for future support.
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VL RECOMMENDATIONS

A. Banking and Finance

1. The cooperative movement in the Philippines, as represented by its leading
cooperative organizations, should form its own National Cooperative Bank (NBC).
There are several reasons supporting the establishment of such an organization:

a.

Most importantly, the vast majority of leading cooperative organizations as well as
every cooperative visited by the team expressed a desire for a National
Cooperative Bank. Such near unanimity is impressive, reflecting a strong and
widespread conviction on the part of the entire cooperative movement that such a
bank is a highly necded and desirable institution for all the cooperatives. Such a
pervasive notion on the part of all the cooperatives should not be ignored by the
Phiiippine government and other concerned supporting agencies in the Philippines.
The compelling motivation for the establishment of the bank is the genuine desire
among the cooperatives to manage their affairs independently of government and
other outside involvement. Obviously governmental assistance and support will
continue to be required by the cooperatives but the notion is to minimize the
political impact of such assistance.

Other existing financial intermediaries excepting the two government banks, i.e.,
the Central Bank of the Philippines and the Land Bank of the Philippines, have
shown little or no inclination to be active with cooperatives or in rural areas. The
Philippine commercial banks in particular seem to be unaware of cooperatives, their
financial needs, and any opportunities for economic activity that may exist for the
banks in this group. Moreover, the banks have stated they do not have an

adequate branch structure to properly serve the needs of reme‘e and rural areas.

From an operational standpoint the bank would be a "banker’s bank" and, properly
managed, should efficiently intermediate funds within the cooperative movement
capitalizing on the currently successful cooperatives’ activity to support a greater
mobilization and distribution of funds among a broader range of cooperatives.
Moreover, such a National Bank could offset and balance the peaks and valleys of
differing seasonal cash flows among cooperatives with distinctly different business
patterns.

As it matures and becomes ecognized as the National Cooperative Bank widely
supported by its members, the bank should become the principal mobilizer of
externally sourced funding for cooperatives whether such funding is on a "soft"
basis (extended by various supporting agencies) or whether the funding is obtained
on normal comme.cial terms. In effect, as its size and influence increases, the
bank should pc.sess a greater ability to secure external funds in greater amounts
than the sum of its smaller member organizations, and should effectively channel
funds to cooperative lenders in rural areas.

Since it will be managed by a board of directors fully representing its cooperative
constituency, the bank should function as an efficient spokesman for the financial
needs of the cooperatives and could represent cooperative interests with the
government and the legislative bodies.
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f. The sentiments expressed by the Land Bank of the Philippines (LBP) is but one
point of view and does not offset the important significance that attaches to the
cxpressed desires of the cooperative movement itself to have its own bank. LBP
should combine its efforts with the new bank by extending a discount window to
fund qualified assets of the cooperatives and by otherwise supporting the bank as a
major vehicle through which government financial assistance can be channeled to
support legitimate cooperative needs in rural areas. Such support from LBP should
coexist alongside LBP’s ongoing lending to farmers and nual industries i~ the
Philippine rural areas.

Any such newly organized bank should, of course, expand slowly and be closely
regulated by the Central Bank and be assisted by other appropriate agencies. In the
initial stages, personnel from the Central Bank and the Land Bank (as well as other
appropriate agencies) could be seconded to assist the bank in developing initial
policies and operating controls.

. The Central Bank should reexamine its position regarding debt equity swaps. The
external debt of the Philippines is one of its most obvious problems and a well-
managed debt equity swap arrangement meets the dual objectives of reducing such
debt and encouraging much needed equity investments. Such funds could provice
urgently needed improvements to infrastructure projects essential to many elements
of the Philippine community, particularly, the agribusiness economic sector.

. The Quedan Guarantee Fund Board (QGFP) operates an effective lending program for
rural agriculture. However, the program appears to be functioning far short of its
natural potential. QGFP should be permitted to leverage its current fund of P180
million to a higher authorized level than the current P600 million which is extremely
conservative when the history of defaults on such loans are taken into consideration.
Commensurate with a higher authorized limit for such guarantees, efforts should also
be made to accredit more banks into the program, increase the number of franchised
warehouses from among the enormous number of warehouses available in the
Philippines, and increase the availability of Central Bank rediscount funds for this
program. The fact that only one percent of the total rice crop is covered by this
program suggests a waste of resources available in a rural economy which urgently
requires more financial support.

. Trade

. ACDI snould work with Cooptrade to help that organization maximize its potential
advantages from electronic communications. At present, Cooptrade is the most active
organization in the Philippines working to stimulate international trade among
cooperatives. Thus, it is presently the most fertile ground for improvements in trade-
related communications.

. Prawn production is currently the most rapidly growing non-traditional export
industry in the Philippines. We recommend that Philippine cooperatives examine the
potential of employee cooperatives entering the processing/exporting business
activities generated by prawr production. Processing and exporting activities (i.e.,
cleaning, packaging, transportation) are non-technical, labor iatensive, and require
relatively small capital investments. Employee cooperative activities could also
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embrace both the breeding and feedmill operations that support a prawn farm.
However, prawn production itsclf is quite the opposite. i.e., highly technical and very
capital intensive, and for these reasons is not conducive to a start-up cooperative
business venture,

. There appears to be a large capacity for the production of handicrafts including
rattan furniture, marble artifacts, and children toys. These products will require
increas=d efforts to secure and enlarge overseas markets. There appear to be
opportunities for cooperatively structured employee-owned production and export
companies in these products. While the U.S. represents a major market for these
products, U.S. cooperatives do not represent the most effective vehicles to reach
large U.S. consumer markets. ACDI can help Philippine cooperatives by facilitating
contact with purchasing offices of large retail organizations in the U.S. and assisting
with arrangements for ongoing telecomizunications conveying information regarding
availability, pricing, and shipping arrangements between Philippine cooperative
exporters and U.S. buyers. ’

. Management and Training

. ACDI should con.'der develoning a class of software which could help cooperative
managers analyze their businesses and determine whether are they operating within
industry norms.

. ACDI should separate the basic compuier training course from the subscriptions to
CARINET since the team found that the recipients that could make best use of these
two elements were not necessarily the same.

. ACDI should seriously consider holding its regional training course for basic computer
operation in the Philippines. The study team found adequate training facilities at
reascaable prices. Also, there is an abundance of well qualified instructors who could
be used in delivering the training.

. ACDI should try to find additional resources to increase the number of participants in
the basic computer course from the Philippines since the study team identified at least
twice as many organizations which could immediately benefit as funds have been
provided. Each additional participant costs an estimated $8,780 for the six-week
course plus computer.

. Computers and Communications

. The cooperative sector should endeavor to establish a National Cooperative Center
for Computer and Communication Technology with the following objectives:

a. To keep abreast of the latest developments, both nationally and internationally, in
computers, software, and communication technology;

b. To regularly inform cooperatives in the Philippines of potential benefits they may
derive by employing advances in computer and communication technology,;
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¢. To monitor the development of the national telephone necwork, assist cooperatives
in taking advantage of this expansion, and lobby with the national government
when appropriate to promote the communications interests of cooperatives;

d. To act as a demonstration center for electronic mail and other computer
commurications, preparing disks and scripts for usc of each IRC from various
cities, and having documents describing the services on file to be copied for use
by cooperatives as they express interest;

e. To coordinate and help standardize hardware and software systems among
cooperatives and to facilitate the sharing of information and programs among
them to reduce total costs to the sector as a whole and to facilitate: sharing and
consolidating data; obtaining quantity discounts on equipment and software;
forming a users group for mutual support; and, the creation of similar systems
that are susceptible to audit;

f. To approach national computer vendors to get materials and contacts in cities
around the country and consider arranging alliances with some of them, offering to
actively distribute their materials in exchange for group-purchase discounts;

g. To lobby with government at all levels to ensure favorable treatment of
cconeratives with respec 10 both policy and practice relating to computer and
communication technology;

h. To seek and coordinate project efforts for the development and transfer of
computer and communication technology among cooperative support institutions
and donors, nationally and internationally;

i. To assist individual cooperatives to: assess computer, software and communications
equipment needs; prepare requests for proposals (RFP); evaluate proposals and bids;
participate in quantity discounts and special offers; prepare favorable procurement
and maintenance contracts; and to otherwise ensure that cooperatives are buying
equipment and software suitable to their needs and getting their money’s worth;

J- To develop, participate in the development of, or promote the development of
software and systems of special relevance and interest to cooperatives.

It would not be appropriate for this team to recommend to which national support
instituJon to attach the Center. This is a decision that should be worked out among
the cooperatives themselves. However, we can report that as of now, CFPI and
NATCCO have the most advanced capabilities in computer technology of the national
orggnizations we visited. We can also say that we strongly recommend that the
functions set out above be consolidated into a single Center because disbursing these
functions will reduce their complementary interaction and diminish their
effectiveness.

. Cooperatives should consider using domestic e-mail. Since cooperatives most often
expressed a need to communicate with each other, the new domestic data services
offered by PT&T may be most appropriate for them. It will have access points in
many cities in the country, with staff in those cities to help users get on-line. Itis
also likely to have lower costs than international systems, while retaining links to
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international destinations (via x.400). It may also be possible to negotiate a group
discount for cooperatives.

Computer communications succeeds best when groups who already have a reed to
commiunicate move together to use a communications system. This study has
discovered a few such groups, including the cooperative rural banks, the training
cooperatives (NATCCO, VICTO, etc), and tlie electric cooperatives. Within each of
these groups, many already have phones and experience with computers and they are
the most likely to make use of computer communications. Future work should focus
on moving members of one these groups to using computer communications.

3. Cooperatves should add communications in conjunction with other applications. It is
not easy to generalize about cooperative use of computer cornmunications, since the
cooperatives have varying expenence with computers. However, the ones that do have
a phone which would permit computer commurications also don’t have the great unmet
communications need that would make communications the first use of computers
within the organization. So computer communications should be expected to follow
other computer uses (like accounting or word processing) in cooperatives.

4. An effort should be made to develop standarized accounting software for for the
Philippine cooperatives, such as is being developed for the Cooperative Rural Banks.
Such software shouid have open source code which can be modified locally; be written
in dBase ITi+ or dBaselV language, for which there are many trained programmers
already in the Philippines; have specialized modules useful for coops that are also
integrated into a general ledger; and be based on an existing package if possible, so
time is noc wasted recreating basic elements such as a general ledger.

Such standardized software can avoid some oi the drawbacks of individually
developed sof-ware. For example, if many similar cooperatives each contract their
own software development, » great deal of potential economy that could have been
achieved by joint effort is lost; the costs of joint or centralized software

development, even with some individual custornization are much less. Using the same
software, the coops can benefit from exchanging shared experiences and joint training
programs. Suppert for a standardized program can be institutionalized and continuous,
whereas if the individual who wrote the customnized program becomes unavailable to
the cooperative for any reason it will be more difficult and expensive for the
cooperative to find an alternative source of support. For any external audit or
regulatory authority, a standard software syster: wou'd make complete and comparable
reviews much easier.
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VIL IN-COUNTRY AND FOLLOW-ON ACTIVITIES
A. Seminar and Demonstration of Electronic Data Communications September 30, 1988

At the end of the third week of the study, a telecommunications seminar and
demoristration was held at the Cooperative Union of the Philippines. Invitadons had been
made verbally during the first week of interviews with national organizations in Manila, with
confirmations made and further invitations issued thereafter.

In preparation, a sample session on CARINET and DIALCOM were downloaded, printed
out, and photocopied to hand out to those attending. The previous day, a telex and a FAX
were sent via DIALCOM to the team’s hotel as samples, to be shown at the seminar. The
PC, modem, software and telephone lines were tested out the morning before.

The group of about 23 people were greeted by Gen. Arcadio Lozada, Secretary General of
the CUP. Artonio Arcellana, ACDI Re ;lonal Representative, introduced the IAP team.
Donald Crane, team leader, opened by giving ihe background and reasoning behind the
Innovative Approaches Project, explaining how telecommunications and computer technology
can be appropriate and advantageous for developing country cooperatives. Next, Ken Novak,
IAP data communications consultant spoke about the different technologies that make
international computer communications possible, describing the component parts and the
availability and costs of different services.

Thandi Bergfalk, computer and communications specialist, explained the elements
necessary elements for an organization to communicate (a computer, a modem,
communications software, a telephone line, an international record carrier access account and
a user account with each service provider). She then demonstrated how to access differen:
communications services, including electronic mail and conferencing on CARINET, and telex
services, and news from DIALCOM. The session ended with a question and answer period.

Below is the list of participants and the agenda:

Name Organization
Edith C. De Leon Baclaran Vendors Development Corp., Inc.
Leonora R. Avante Baclaran Vendors Development Corp., Inc.
Concepcion A. Villon Cooperative Union of the Philippines, Inc. (CUP)
Milagros J. Macaranes Bureau of Cooperative Development, Department of Agriculwre
Rod Coutana Cooperative Foundation of the Philippines, Inc. (CFPI)
Pia Ronquillo CFPI
Ramon Apilado CFPI
Matias M. Valdez, Jr. CFPI
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List of participants (continued):

Name
Dennis Malbas
Ramon C. Alberto
Gina Rosa M. Razon
Bob Schmidt

Eustaquio M Espiritu

Andres F. Estacio
Corazon P. Legaspi
Rosalind L. Giron
Arcadio S. Lozada
James N Roberson

Moises Sevilla

Isagani M. Lucila

Benedioto F. Caballero

Al Biscocho
Rich Boni

Organization
Cooperative Insurance System of the Philippines (CISP)

CISP
CISP
Volunteers in Overseas Cooperative Development (VOCA)

Cavite Farmers’ Feedmilling and Marketing Cooperative
(CAFFMACO)

CISP
CuUP
CUP
CUP, General Secretary

National Association of Market Vendor Cooperatives
(NAMVESCO)

Paco Soriano Pandacan Development Cooperative, Inc.

Federation of Electric Cooperatives of the Philippines
(FECOPHIL)

Cooperative Rural Banks Federation of the Philippines, Inc.
(BANGKOOP)

BANGKOOP
VOCiu
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SEMINAR AND DEMONSTRATION OF
ELECTRONIC DATA COMMUNICATIONS

2 pm., September 30, 1988
Agricultural Cooperative Development International

Asia/Pacific Regional Office
Regional Representative, Tony Arcellana
CUP Building, Quezon City, Manila

As part of the USAID funded Innovative Approaches Project
Philippines Feasibility Study
Septerber G - October 7, 1988

Team Leader: Donald Crane, cooperative managemen and training
Donald Temnie, trade and finance
Thandi Bergfalk, computer and communications
Ken Novak, data communications consultant

AGENDA

Welcome by Tony Arcellana, ACDI Asia/Pacific Regional Representative

Introduction of ACDI's Innovative Approaches Project by Don Crane, ACDI/Washington,
Sr. Vice President for Management Services and IAP Team Leader in the
Philippines.

Survey of Data Communication and Technology by Ken Novak, Consultant from CGNET
Services

Demoastration of Electronic Communications by Thandi Bergfalk, ACDI Project
Coordinator

1. Electronic mail and conferencing through CARINET, based in New Jersey, USA.
2. Telex and FAX services through DIALCOM, based in Maryland, USA.
3. Information services through DIALCOM:

- Bibliographic references and articles

- Current news

- Statistics and financial data
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B. Guide to Electronic Communications

Annex D contains the full text of the "Guide to Electronic Communications” prepared
while the team was in the Philippines. This guide is designed for cooperatives, their
supporting organizations and others interested in electronic communications, to provide them
with basic information and step-by-step guidelines on how to begin communicating
clectronically. Copies of this guide will be made avaiiable through ACDI’s Regional Office
for all who are interested.

The information in the "Guide" was compiled from many sources. One of the team
(Ken Novak) had wor’ed with data communications in the Philippines a year earlier,
including the establishment of electronic mail at the International Rice Research Institute
(IRRI). Before arriving in Manila for this visit, IRRI was contacted about their experience.
In addition, published sources of information were consulted, including the information
services of Telenet and Tymnet in the United States, and local and regional periodicals.

Telephone and personal interviews were conducted with: the communication service
providers (PT&T/CapWire, Eastern, Giobe Mackay, and FhilCom); present users (the Ford
Foundation, Foster Parents’ Plan, ana ICLARM, the International Center for Living Aquatic
Resorce Management); and computer stores (ElectroWorld and Integrated Computer Systems).
These computer stores were recommended by IRRI and by ACDI's local representative.

Finally, the study team used the services extensively, from several locations in the
Philippines, as a tool for coordinating the project.

C. Computer Training and CARINET Subscriptions

While the IAP proposal envisioned offering a one-year trial subscription to CARINET to
each of three trainees completing a basic computer training course, the team now believes
that the objectives of the program can best be served by separating the CARINET
subscriptions from the computer training to some extent. The reason for this is that those
most likely to make good use of international communications are not necessarily those most
in need of computer equipment and basic training.

The basic computer training course is designed as a six-week, full-time course in which
participants assemble their own computer from components to remove some of the mystery
and give them the confidence to insert cards or memory chips on their own and to provide
them the basis for minor trouble shooting. After computers are assembled, the course
proceeds to explain the MS-DOS operating system and several applicatons packages in word
processing, spreedsheet and data base management. At the end there will be a session on
electronic communication,

CARINET is an international electronic mail and conferencing network. It can be used
domestically and may be less expensive than other available communications alternar. ves even
though messages are routed through New Jersey or Maryland. Eventually, there will be a
domestic electronic mail service in the Philippines and CARINET may lose its cost advantage
for local communications at that point. In any case the international aspects of CARINET
are its real advantage and the project is especially interested in promoting communications
with an international trade emphasis.
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Those who could best benefit from the basic computer training are those who do not now
have a computer, whose operations are now at a point where computerization would be useful
and where there is suitable staff available to receive this training. High on this list is the
Cooperative Rural Bank of Davao City which is an active, profitabie, expanding business with
numerous programs to track. The Bank has two employees on staif, a secretary and
bookkeeper, already farmiliar with word processing and spreadsh-ei applications. This CRB
has a need, has capacity, has enthusiasm and has exhibited the k.nd of managerial
competence that gives one confidence the equipment would be used for the purvoses intended
and would translate into improved efficiency for the Bank.

'Two other CRBs which have received assistance from ACDI are candidates for training,
but already have equipment. The CRB in Bacolod has received a coruputer and programming
assistance from CARE and systerns development assistance from an ACDI Farmer-to-Farmer
Volunteer. The CRB in Iloilo was donated a computer by ACDI over a year agc and a Peace
Corp Volunteer helped the Bank develop programs and trained a Bank employee.
Subsequently both the PCV and the Bank emplovee have left and no one in the Bank knows
how to use the computer. Furthermore, the Bank does not seem to have been terribly
impressed by the usefulness of programs developed by the PCV. Consequently, the system is
siiting idle with a dust cover over it. Both these CRBs could clearly benefit from additional
training, but a more individualized program might be of more use than the basic computer
literacy course.

Another good candidate for the build-;'our-own computer course would be SPECC/MASS
which formerly owned and operated a microcomputer in common with its sister crganization,
CLIMBS. When CLIMBS generated 1ore than its share of uemand for the computer,
SPECC/MASS withdrew from the arrangement.

Among national institutions, three could possibly benefit from basic computer training:
CUP, BANGKOOP, and NAMVESCQ. FECOPHIL and CISP have their own plans for
computerization and the means to carry them out. CUP has had a computer for about 2
years, but has just recently begun to use it. They have basic training in Wordstar and Lotus
1-2-3 and are currently training in dBase III, but they have not yet integrated computer
systems into their daily work routines. CUP’s primary need seems to be in the area of
systems development in order to take better advantage of equipment and staff already
available to them.

BANGKOOP and NAMVESCO would be starting from ground zero. Right now, CFPI is
doing various assignments for BANGKOOP where computer analysis is required including
consolidating financial statements from CRBs. This arrangement seems to be working out
well and CFPI is certainly among the most computer literate of the cooperative institutions
we visited. If the domestic communication lines were at a more advanced stage, an
electronic network of CRBs with BANGKOOP at the hub and CFPI on-line would make a
great deal of sense. Whether a partial network including only a fraction of the 29 CRBs
makes sense is a question which would require more study than this team was able to
provide. In any case, the Innovative Approaches Project does not have sufficient resources
to address the issue properly. Furthermore, it is complicated by uncertainty about the
establishment of a National Cooperative Bank and the role that BANGKOOP will play
thereafter.

Two other cooperatives visited by the teamn, Davao Fibers and CAFFMACO, appear to be
ready for computerization, but both are highly successful, profitable cooperatives and should
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be able to purchase whatever equipment and training they need. They would, however, be
excellent candidates for assistance from a National Cooperative Center for Computer and
Communications Technology should one exist.

NAMVESCO is a very lean national association with only an Executive Officer and a
secretary. While they are perferming accounting and statistical functions that could benefit
from computerization and are candidates for international communication, it is questionable
whether they could absorb and make best use of the resource. A better alternative for
NAMVESCO might be to make use of computer facilities at their member, the Baclaran
Vendors Development Cooperative, which is among the nicest we were privileged to visit.

In the area of electronic networking we have found more demand for local networking
than for international. Two domestic networks stand out as possibilides: (1) NATCCO linked
to its five regional federations/training centers; and (2) BANGKOOP and CFPI linked to the
29 CRBs. There was also considerable interest expressed by marketing cooperatives in
receiving market price and availability data for various commodities and supplies around the
country. This need could possibly be served by a network of CRBs. CFPI has in mind
starting a more gencral network available to all cooperatives similar to CO-OP NETS™®, 3
network of cooperatives in the U.S. operated by ACDI's domestic affiliate, the National
Council of Farmer Cooperatives. This is, of course a very appealing thought, but with the
current situation with respect to available NDD telephone lines and computer equipment,
participation will surely be spotty in the near future.

The NATCCO group has a few advantages as a test case for domestic networking. In the
first place, there are only six sites that need be considered to constitute a fully functioning
network. Secondly, these institutions are already communicating with cach other at a
significant rate so that reduction in telecornmunication costs could be 4 noticeable factor.

Due to a significant amount of lending among cooperatives within the NATCCO system and
the holding of national training exercises at regional centers there is generated a

considerable demand for quick, efficient, high quality communication which is best transmitted
in written form to avoid misinterpretation.

In particular, the level of traffic between NATCCO and VICTO is probably the heaviest
communications link we observed. Furthermore, there is a high degree of computer literacy
at each end.

On the international front, there is less clearly definable communications need. The best
example of current traffic is between Cooptrade, a project of the Iriternational Cooperative
Alliance (ICA) and the Swedish Co-operative Centre, headquartered in Malaysia and its
Philippine offices at the CUP building in Quezon City and in Bacolod. Subscriptions t2
CARINET for these offices could help to improve the flow of trade information among the
group and might improve the chances of involving U.S. cooperatives in trade discussions.

Other organizations with potential for international market relations are NATCCO and
NAMVESCO. NATCCO and its regional federations represent numerous marketing and .
consumer cooperatives and is interested in exploring market opportunities. NAMVESCO is
interested in becoming a market channel for farm produce and is taking its first steps in
that direction by organizing a farmers market in Manila. It is probably some years away
from being an export channel, but its affiliated federations of market vendors could represent
a potential market for processed food items of U.S. cooperatives.
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On balance the opportunities ACDI would most like to explore are CARINET subscriptions
for CFPI, NATCCO, VICTO to explore domestic networking possibilities with some
international application and CUP, Cooptrade for international trade purposes with a
domestic by-product. As recipients for basic computer training and donation of a computer
the leading candidates are CRB of Davao City, Cagayan Valley Development Cooperative
(CAVADECQ), Cooptrade Bacolod office, and CUP. Unfortunately, the IAP has only three
subscriptions and three computer training scholarships available to it. Thus, it will be
glcccssary to either find some sort of compromise course or to chose among these worthy

ternatives.

In any case, organizations which wish to receive either CARINET subscriptions or
computer training will be asked to submit a short proposal naming their candidate or
principal user, stating how they would make best use of the donation and explaining how
they would make the benefits and knowledge available to others.

ACDI will have to follow up on these issues in the weeks following this study and prior
to the selection of candidates for the regional computer training course.

D. Philippine Prospects for Regional Computer Training

There is high probability that the basic computer training course will be held in the
Philippines rather than the U.S. There are good facilities in-country and costs are generally
lower than in the U.S.

VICT@cbu is a pleasant place and VICTO is a cooperative training center so that the
staff is quite experienced in delivering training to cooperative personnel and understand the
context in which cocperative participants seek training. One staff member of VICTO, Dodj
Samson, is very knowledgeable about computers and has a very engaging delivery style and
would make an excellent local trainer. Or the other hand, the facilities at VICTO were the
least appropriate we observed. Traveling en to Cebu would add to the difficulty of logistical
support, but this should not prove to be a major factor. It is likely that additional air fare
would be offset by lower cost facilities. VICTO staff expressed a willingness to arrang= an
appropriate alternate site. One major advantage of Cebu is access to NDD telephone ' mes
for computer communications.

IIRR The Internationai Institute for Rural Reconstruction is an international training
center for those interested in rural sociology and institution building. The facilities are
quite good and the staff is obviously used to catering to the needs of foreign students. The
absence of air conditioned classrooms could pose a problem reducing maximum efficiency of
computers and students alike. Dormitory rooms are also not air conditioned but this should
not be a big problem because night time temperatures are somewhat cooler and fans are
available. Lack of access to NDD lines is another problem.,

DAP The Development Academy of the Philippines is an upscale facility for
international studies. Availability of air conditioned classrooms is a plus. Dormitory rooms
are not air conditioned but the higher altitude makes this less important. Fans are available
in each room. As at [IRR students are normally housed two to the room. Unlike IIRR,
however, bathrooms are semi-private rather than communal. Student recreation and dining
facilities are quite nice. SGV, a prestigious Philippine consulting firm, has held computer
training courses there. Lack of NDD lines is a problem. A possible solution weuld be to
move the training to Manila for the last module on computer communications.
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ANNEX A
SCOPES OF WORK

The Innovative Approaches Project feasibility study team comprised four individuals.
Donald Crane, Senior Vice President for Management Services of ACDI, served as team leader
and as Cooperative Management and Training Specialist. Donald Temrne, Vice President of
the Central Bank for Cooperatives (now the National Bank for Cooperatives), served as Trade
and Finance Specialist. Christina Thandi Bergfalk served as Computer and Communications
Specialist. Ms. Bergfalk was assisted in fulfilling her scope of work by Communications
Specialist Kenneth Novak. Scopes of work for the assignment follow.

TEAM LEADER AND
COOPERATIVE MANAGEMENT AND TRAINING SPECIALIST

SCOPE OF WORK

As Team Leader, you will:

D

2)

3)

Coordinate a narrowly defined needs analysis of cooperatives and their support
institutions in the target country. As a whole, the team will identify current needs in

the fields of trade, information and communications, and training; then the team will
determine the applicability of any of the innovative techniques being explored by this
project, particularly alternative financing methods, electronic communications and
information, computer-based accounting ard computer-based training. Given the four-
weeks time limitation, 1t is anticipated that the team will be able to directly assess only
four or five preselect=d cooperatives. Additional information on the cooperative sector
as a whole may be derived from various reports and public records and from discussions
with national level cooperative instimtioxs.

Coordinate in-country travel, within the amount budgeted; any potential exceeding of
the set amount must be previously discussed with the project manager.

Integrate the findings of each team membes into a single report.

As Cooperative Management and Training Specialist you will:

1Y)

2)

3)

4)

6)

At each cooperative, discuss the project with the coop manager, several board members
and other staff significantly involved in daily operations;

Ask manager and staff about their information needs, what type of information do they
use, what type of information they could use if it were available (e.g., information to
help with marketing, exports, purchasing, finances, improved production or processing,
etc...);

Discover what, if any, training programs are conducted by the cooperative for members
and/or staff;

Discover what, if any, training programs are offered to the cnoperative by government
ministries or other institutions;

Find out the status of the cooperatives membership: how many members are there; has
membership been steady, expanding, or declining; what is the number of people employed
by the coop and has this number changed overtime;
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7) Determine what the duties of the various coop employees are;
8) Discover what the coop’s primary activities and principal products are;

9) Find out whether the coop coramunicates with other similar cooperatives in the country
and if so, by what means.

10) Determine whether the coop has had contacts with cooperatives in other countries,
whether it is interested in communicating with cooperatives in the United States, and
what the opportunities for movement-to-movement activities are;

11) Discover what mechanisms they use for internal and external communications;

12) Find out whether the coop imports or exports products and if so, which products, to
and from which countries and via which channels;

18) Find out where the coop’s markets are, how they gather rnarket and member
information, and whether the development of 1 regional narket information system might
be feasible and useful;

13) Determine whether the coop provides credit to its members and if so, to what extent;

14) Discover whether the coop or its membership use credit from outside institutions and if
so, from which institutions; whether the coop or its membership could make use of
additional credit and, if so, to what extent and for what purposes;

15) Identify type of accounting system the coop uses and what imnprovements could be made
to that system; specifically, how the coop accounts for member purchases of supplies,
member deliveries of produce, patronage refunds, member credit extension, etc., what
type of financial reporting is required, and how this flows from the accountirz system;

16) Determine whether the coop manager understands and uses financial data to control
operations and make future plans, and whether the mandger prepares an annual budget;

17) Examine the operating history of the coop and assess its financial condition; determine
its goals, objectives and long range developmaent plans;

19) Determine the coop’s means of keeping records in various management areas;

20) Discover whether the coop uses computers, and if so, for what purposes; determine who
actually operates the computer, maintains it and trains users in its operation, whether
computer parts are available locally; find out about the coop’s maintenance experience
with computers; determine which specific software packages are used, whether the
software has been customized to any extent and by whom;

21) If the coop does not use computers, discover whether the staff is familiar with the
capabilities of computers and their various applications; whether they have seen a
compnter operate and whether they are interested in the possibility of computerizing
certain aspects of their operations;

A



Philippines Consultancy Report
Annex A

22) Discover whether the coop has a candidate to suggest for the hands-on computer
course, when that person would be available and 'would they be able to release that
person from their normal duties for a six-week period; determine how they would be
able to arrange for this candidate to share what he/she had learned with others upon
their completion of the course, and whether they would be willing to allow this person
some time on the job for further self-instruction;

23) Determine the extent to which che cooperative mobilizes member savings;

24) Prepare a detailed draft technical report of your activities prior to departing from
Honduras; the outline of thiis technical report should be agreed to by the feasibility
study team, prior to preparation,
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TRADE AND FINANCE SPECIALIST
SCOPE OF WOKK

As Trade and Finance Specialist you will determine:

1) V:hat plroducts marketed by cooperatives are ultimately exported and through what
channels.

2) Are there additional items which are good candidates as exportable items?

3) Which imported items are marketed locally by cooperatives and through what channels
are they marketed? Which countries are the sources of the imports?

4) Are there opportunities for U.S. or other developing country cooperatives relative to
imports?

5) How do cooperatives and other institutions custcinarily finance imports and exports?

6) What financial institutions and programs exist to assist cooperatives in their supply and
marketing activities?

7) Are there opportunities for cooperatives to take advantage of loan funds that may
become available through eligible Intermediate Financial Institutions under PL480 Section
108 in the country?

8) What role is being played by monetized funds?

9) Are there any significant barriers to trade in general or specific barriers to cooperative
trade?

10) To what extent might additional information improve trade opportunities? Specifically,
consider the appropriateness of:

training in trade practices and finance whether by traditional courses, computer-based
training, or on-line instruction;

access to existing on-line services such as market reports on AgriData, Pronet and
L.P. Sharp, historical and background information as available on ITIS, Dialog and
others.

access to on-line trading posts such as IDECOP (See annex for descriptions of these
databases and networks and database vendors

an on-line conference for cooperative trade.
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COMPUTER AND COMMUNICATIONS SPECIALIST
SCOPE OF WORK

1) Analysis of software, hardware, communications and training needs and capabilities of
cooperatives:

For the coops which are computerized:

- Conduct a general analysis of system hardware and software, current usage patterns,
and primary applications;

- Summarize their process of computerization, focussing on the reasons for successes
and failures;

- Determine current unmet needs, problems and bettlenecks within their system,
particularly as rela‘ed to training and communication and information;

For the coops which are not currently computerized:

- Conduct a computer needs analysis for internal record-keeping, communication and
information, and training, based on findings of other team members and various
cooperative departments;

- Explain what computerization means, and what is required for proper computer
implementation;

2) Seruinars and demonstrations.

- Conduct an internatiorial communications "test” at the selected coopseratives showing
how CARINET and other networks work, accessing information tae cocp might
currently neer (e.g. coffee prices) or demonstrating a service the cocp could use
(e.g. telex);

- Conduct a seminar on international networking, database searching, implications for
organizations, other services available, and provide a brief description of x.25 data-
packet switching, how to budget for computer communications, and how to structure
and implement international communications in their organizations, for the selected
cooperatives, AID missions, the local business community and other interested parties
as appropriaie;

3) Postal, Telephone and Telegraph:
Meet with local Postal Telephone and Telegraph (PTT) authorities to:

- Conduct a gualitative analysis of the various services local PTTSs provide to their
customers in terms of technical support, availability and quality of services in rural
areas, trouble shooting capabilities, and billing arrangements so that the information
can be shared with the individual cooperatives;

- Find out what are the most relevant new services and standards being
developed/implemented; _

- Find out if there is any error checking at the packet switch or on local lines, what
protocols it can handle (just ascii or also xmodem, etc.), whether modems are
regulated, and whether there are any plans for upgrading local or national service
(digitai, binary transmission, etc.);
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4) International Record Carriers:

- Conduct a cost analysis of the various International Record Carriers to determine
which is the most cost effective for our project;

- Find out from the local IRC (Telenet or Tymnet) people about problems, regulations
and costs of communicating electronically in-country and internationally (300 baud vs.
12C0 baud, any local exror checking, etc..);

5) Other computer netwerks:

- Identify and analyze regionally-based computer communication networks to
determine the availability, range of services (particularly electronic mail, telex
and database access), potential for creating linkages between U.S. systems, and
typical clientele;

6) Computer hardware, software, and references:
Meet with the appropriate ministries and private computer service companies to:

- Determine the general availability and basic cost of computer hardware and user
support services currently available in-country, with emphasis or. availability of repair
facilities and availability and types of maintenance agreements;

- Determine the general availability and basic cost of computer scétware, with emphasis
on availability of competent programmers, and languages and applications supported;

- Assess the availability, cost and usefulness of software already available in local-
language versions, if any;

- Assess the availability of reference materials and manuals in local languages for
software, hardware and programming, particulariy books that may be of use for the
computer training course. Please provide a list of the most helpful with title, author,
publisher and cost;

7) Computer import regulations:

- Find out the regulations and duties regarding the import and export of Personal
Computers, such as when 9 PC’s would be brought from the U.S. for a computer
training course and then taken back out by some of the students to their respective
countries; explore the possibility of obtaining a customs waiver for the course trainer
and participants;

8) Perform other duties as may e assigned by the Team Leader, which are consistent with
the overall scope of this assignment;

9) Prepare a detailed draft technical report of your activities prior to departing from the
country; the outline of this technical report should be agreed to by the Team Leader,
prior to preparation.
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ANNEX B
INSTITUTIONAL PROFILES

The study team completed institutional profiles on twenty-three cooperative institutions
visited as a means of acquiring basic data for assessing the institutional environment within
which the technologies being considered in this study might be expected to exist. A copy of
the profile form is attached for reference. Completed profiles are not included here in the
interest of brevity but are available from ACDI upon request.
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INSTITUTIONAL PROFILE
Name of Institution:
Type of Institution:
Level:
Type of Membership:
Number of Members:
Number of Staff:
Name of Highest Ranked Employee:
Title:
Organization Mission:
1987 Gross Vclume/Dues & other:
Profit (Loss):
Principal Activities/Products:
Date Established:

Annex B
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MANAGEMENT
o Three primary activities of CEO and percent of time spent:
%
1.
2.
3.

o Does manager prepare annual budget?

o Type of Accounting System: Computerized/Manual/Partially
Computerized

o How often are financial statements prepared:
o  Other reports relied upon by management:

Type Form

1.
2.
3.

o  Most important external information used:
Type How received
1.
2.
3.

o Are statistics kept on member activities? Which?

Type Form

W=
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FINANCE

o  What is Debt/Equity Ratio:

o Total Balance on Loans outstanding:
o  Three largest loans:

Amount  Lender Purpose

1.
2.
3.

0  Does institution mobilize member savings?
How much:

o Does institution provide production credit?
How much:

o Does Institution provide cash flow?
How much:
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TRADE
o Items marketed by coops that are ultimately exported:

liem Channel

1.
2.
3.

o Imported items marketed by coops:

Item Channel

1.
2.
3.

o Coop products marketed domestically:
Item Channel
1. |

2.
3.

o Supplies marketed to members:
Item Source
1.
2.
3.

o  What types of market information are received?
How?
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TRAINING

0  What are principal training courses offered to staff:
Subjects Taught by
1.

2.
3.

o0  What are principal training courses offered to members:
Subjects Taught by
1.

2.
3.

o0 Is any computer-based training offered?_
Type:

0 Isany training on computer/software use offered? __
Type:

o How many people on staff are trained to:
Use available computer applications: __
Use computer/modem for telecommunications: __

Trouble shoot computers/peripherals: ___
Teach computer applications: ___



COMPUTER EQUIPMENT

o

How many computers of each type are used:

Type # Ram HD
IBM PC/XT (compatible)

IBM AT (compatible)

Apple

Other

Are computers networked locally? ___

Are computers linked to external sites? __
How many modems?

Type # Ram HD

1.
2.

How many printers

Type

1.
2.

13

Other computer equipment

Type #

1

2.

3.

4

Is there a maintenance agreement? ___

With whom: Satisfied?
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SOFTWARE

(o)

Three most important uses of computer (in order):

Package

bad E

If accounting is computerized, what package?

What modules are used:

PR

Does institution program itself hire programmers
What Language?_

Are you satisfied with software support?

Philippines Consultancy Report
Annex B
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COMMUNICATIONS

0

What three external parties are most frequently contacted?

Party Reason Medium
1.
2.
3.

How much use is made of T'elex per month?

# of messages Total Cost
Domestic:
International:
How much use is made of Fax per inonth?

# of messages Total Cost
Domestic:
International:

Are computers/modems used in telecomr . nunications?

Are databases ever accessed?  Which?
1.
2.
3.

Is telephone line quality a problem for computer telecommunications?

\G
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ANNEX C
ANALYSIS OF QUESTIONNAIRES

The study team used a questionnaire as a device to structure conversations with cooperative
organizations, to elicit opinions on a wide range of topics, and to conveniently record the
results of discussions. This questionnaire was used in discussions with 19 organizations. The
organizations were chosen as a representative sample for our purposes and were not
randomly selected. The questionnaire does not purport to be a statistical sample nor is this
analysis based on statistical inference. We are simply reporting some of the interesting
responses we received from the wide variety of cooperatives visited.

A copy of the questionnaire and an enumeration of responses is attached.
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ANALYSIS OF QUESTIONNAIRES

The following are the most interesting findings from the survey conducted by the study
team. An enumeration follows.

o Of 19 cooperative organizations responding, 15 say they favor the creation of a
cooperative bank; 2 said maybe depending on how it is organized; 2 responded that it
is not applicable to them. Of these, 12 said they would expect their cooperative to
invest the necessary subscription <apital to join and three others said they mighc.

o Of 12 cooperatives respor.ding, 6 use Cooperative Rural Banks. Principal reasons others
do not are: none is available (2); required to deposit in Government banks (2); and
need checking account (1).

o Of 14 responding, all said a clearing house for market information would be useful.
Most frequently mentioned as potential organization to organize such a clearing house
were: Cooperative Union of the Philippines (3); National Cooperative Bank (if formed)
(2); Cooperative Marketing System of the Philippines (if rejuvenated) (2); a new
institution (2).

o Most commonly cited potential exports for cooperatives were: handicrais (7); furniture
(4); fruits (3); coffee (3); toys (3); seaweed (2); and copra (2). Also mentioned were:
ready to wear clothes; prawns; vegetables; spices; cocoa; marble and ramie.

o Most commonly cited potential jmports for cooperatives were: wheat/wheat flour (4);
soybean meal (4), dairy products (4); processed food (2); fertilizer (2); and agricultural
chemicals (2). Also mentioned were: corn, fish meal, meat and bone meal, feed mill
equipment, farm equipment, flour mill eguipinent, electrical transmission equipment,
sewing machines and shoe makers. .

o Of 19 responding, 10 said they own computer equipment while 9 did not.

o Of 16 responding, 13 said there was suitable maintenance and repair service available
for computers within their vicinity.

o Of 12 responding, 11 said that ar. accounting software package especially designed for
cooperatives would be useful.

o Of 17 responding, 13 said they would like to communicate with U.S. cooperatives via
electronic mail. Most frequently cited reasons were: commodity prices/trade (4); and,
cooperative success/failure stories and indusiry standards (5).

o Eleven of 16 responding said they would like to have the opportunity to participate in
an international electronic conference on cooperative trade.
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QUESTIONNAIRE
MANAGEMENT

1. Which area of management would you most like to improve?

How?

FINANCE

1. Are your activities constrained by lack of finance?
Which activity is most constrained?

2. What would be the most important thing that could be done to improve the financial
support of you institution?

3. Do you favor the establishment of a National Cooperative Bank? __
Would you invest the necessary subscription?

4. Do you deposit with a Cooperative Rural Bank?
If no, why not? '

TRADE
1. Would a clearing house for market information be useful?___

a. regional level? ___
b. national level? __

2. Which institution would be most logical to organize such a clearing house?
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The Trade and Development Mission has identified prawn production as a likely growth
indust;'y in the Philippines with strong export potential. Do you see a role for
coops? ___

Which Aspects?

W

4, \C’Vhat products do you believe have export potenti-l for Philippine
oops?

5. What products might Philippine coops wish to source from U.S.
Coops?

TRAINING

1. Which area of training would you most like to improve?

2. Would training on computers and software be useful to you? ___
How?

3. Would computer-based training be useful?
Which topics?

COMPUTER EQUIPMENT

1. Do you currently have all the computer equipment you can effectively use? ____
If no, what would you do with additional equipment?

2. If you wanted advice on whether or what type of computer equipment to buy, to whom
would you turn?
Why?
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3. Is there one or more reputable computer vendor in your area?

4. Is there suitable maintenance/repair support?

SOFTWARE

1.

ACDI is considering developing an integrated software package for Multi-purpose
Cooperatives that would: Have an accounting ledger as its Central Module, Have many
AID-on modules such as member commodity deliveries and patronage accounts, be written
in a common language such as aBase III and/or Basic, come with a source code so it could
be locally modified, and be supported by ACDI and an on-line users group or
Cooperatives?

o Would such a package be useful to coops here?
o Would your organization likely adopt it?

Would a similar package for Rural Farm/Coop credit be useful? ___
Would you like to join a users group of multi-purpose coops to discuss software used by

the members fcr various purposes and where you could ask questions and benefit from the
experience of others? ____

COMMUNICATIONS

1.

What information would you like to have that you now do not?

. Would you see any advantage in being in dizsct touch with U.S. coops through

international electronic mail? What?

‘Would you be interested in participating in an International Electronic Cenference on

Cooperative Trade?
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QUESTIONNAIRE MANAGEMENT FINANCE
COUP UR AREA OF MGMT WHAT MOST CON- HOW TO
ORGANIZATION TO IMPROVE STRAINED BY FI? IMPROVE FI7?
AMC SANTA WAREHOUSING TRAINING BUYING MEM'S WORKING K
BARBARA TRNZ FOR BRD DIR PALAY PALAY DEPOSITS
ILOILO MGMT, ACCTG MEM SUPPORT
BACLARAN DELINQUENT &CCTS NOT
VENDORS CONSTRAINED
BANGKOUP TECH ASST-CRB’S MGMT ADVISORY CAPITALIZATION
FOR FEAS.STUDS
PLANNING SYS
CAFFMACO STAFF DEVT CONSUMER MORE MEMBEKR
PRODUCTION STORE, DAIRY SUPPORT
POULTRY
CENTRAL NEGROS SERVICE TO EXPANSION OF AREA
ELECTRIC CONSUMERS SERVICED SOFT LOAN
COOP INC.
CFI CREDIT COMPUTER USE & NOT: IF WERE OK: ONLY 4%
COOP, CEBU APPLICATIONS CONSTRAINED PAST DJUE, 2%
NATCCO & VICTO SECURED BY
CENTRAL FUND FIXED DEPOSITS
CFPI
CISP RECORDKEEPING COMPUTER MKTG TO UP SALE CARP
ACCTG NEED ACTUARY SOFT LOAN
CRB PROF.STAFF DEVT NOT CONSTRAINED
DAVAO CITY OTHER CNTS
MGMT, BANKING
CRB BOARD OF DIR TRNG LENDING MORE K
ILOILO STAFF TRNG MORE EDUC.&TRNG

FOR MORE MEMBER
SUPPORT

N
<f"\ .



QUESTIONNAIRE MANAGEMENT ___FINANCE
COOP OR AREA OF MGMT WHAT MOST CON- HOW TO
ORGANIZATION TO IMPROVE HOW STRAINED BY FI? IMPROVE FI?
BANKABLE
CRB FUNDS MGMT PROJECT PROJECTS
NEGROS OCC. DIVERSIFICATION FI MGMT
BACOLOD EXP2AD
MEMBERSHIP
CUP
DAVAO FIBER |MONITORING PRD COMPUTER NOT CONSTRAINED oK
FARMCOOP |TRAINING: BOARD & STAFF COMMUNICATIONS ACCESS T
ILOILO | COMMUNICATIONS WITH MEMBERS ACCOUNTING WORK ING
|HELP MEMS WITH ACCTG/CONTROL CAPITAL LOANS
TO PURCHASE
PALAY, ETC.
FECOPHIL RESEARCH DATA BASE EQUIPMENT SOFT LOAN FOR
MATERIALS INVENTORY EQUIP &
COMPUTERS MATERIALS
MASS/SPECC ACCTG COMPUTER TRAINING OWN BUS.DEPT
TECH TRNG TO EARN INCOME
NAMVESCO DELINQUENCY RATE YES ORG MORE CQOPS
COLLECTION SYS
NATCCO
VICTO EVALUATING OWN PERFORMANCE TRAINING: SOME MEMS

IMPACT OF SERVICE ON MEMS

CANT AFFORD EDPUP MEM SUPFORT

\
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QUESTIONNAIRE J FINANCE (cont’d) TRADE
' CLEARINGHOQUSE
COOP OR FAVOR INVEST DEPOSIT FOR MARKET INFORMATION
ORGANIZATION NCB? IN IT? IN CRB? REGIONAL NATIONAL
AMC SANTA
BARBARA
ILOILO
BACLLARAN YES YES YES
VENDORS
BANGKOOP MAYBE YES IF SERVE YES
AS PRIMARY
MAYBE AT CUP
CAFFMACO YES YES NO: NOT AVAIL. YES YES
CENTRAL NEGEKOS YES YES NO: NO CHECKING
ELECTRIC REQ'ED TO DEPOSIT
COOP INC. WITH GOV7T: PNB
CFI CREDIT YES FORM AT NO
COoOP, CEBU NATCCO
WHERE ALREADY
DEPOSIT
CFPI YES N/A YES
CISP YES AS INSTIT YES YES, EVEN YES
INVESTOR FOR INSUR.
& REG. DEVT
CRB YES YES (ARE) YES: YES
DAVAO CITY CRB DOING
BY WORD
OF MOUTH
CRB YES YES: DEPENDS YES LtES YES
ILOILO ON AMOUNT BANGKOOP
OF K REQ’ED,
NCB’'S LOAN
PRIORITIES




QUESTIONNAIRE FINANCE (cont’d) TRADE
CLEARINGHOUSE
COOP OR FAVOR INVEST DEPOSIT FOR MARKET INFORMATION?
ORGANIZATION NCB? IN IT? IN CRB? REGIONAL NATIONAL
CRB YES YES (ARE) YES YES
JEGROS 0C~.
BACOLOD
CuP YES YES YE. -
DAVAO FIBER YES YES: EVEN YES YES
P100,000
FARMCOOP YES YES YES YES
ILOILO YES
FECOPHIL YES YES URBAN, GOVT
SAYS ONLY GOVT BANKS
MASS/SPECC YES ?2YES LACK YES -SM.AMT IN YES:
INFO ON IT CRB IN DAVAO ALREADY YES
DOING IT
NAMVESCO YES NO -ONLY MEM NO YES
COOPS COULD
NATCCO YES
VICTO AMBIVALENT NO: URBAN YES YES

SAFE IN COMMBANK
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QUESTIONNAKIRE TRADE (CONT'D)
COOP OR WHERE COOPS INVOLVED POTENTIAL IMPORTS FROM
ORGANIZATION |CLEARINGHOUSE? IN SHRIMP? EXPORTS? US COOPS?
AMC SANTA
BARBARA
ILOILO
BACLARAN N/7A READY-TO-WEAR SEWING MACHINES
VENDORS HANDICRAFTS SHOE MAKERS
STUFFED TOYS PROCESSED FOODSE
POWDERED MILK
BANGKOOP BUR OF AG STATS YES BUT CRBS DON’'T KNOW
BACOD CAN'T AFFORD
NEW NATL MKTG TO FINANCE
COOP
CAFFMACO DON'T YES: FEED COFFEE SOYBEAN MEAL
KNOW IMPORT FRUITS CORN, MILK
INGREDIENTS COPRA FISH, MEAT &
BONE MEAL
CENTRAL NEGROS ELECTRICAL
ELECTRIC TRANSMISSION
COCP INC. EQUIPMENT
CFI CREDIT
coopP, CEBU
CFPI ? WOULD BE CMSP MAYBE HANDICRAFTS
ON CONTRACT PRAWNS
CAPITAL i
CIsP ? K INTNSIVE TOBACCO
THINKING INS. ORG WORKERS,CRB FURNITURE
HANDICRAFTS
CRB CUP OR NCB YES ALL CUCUMBERS,BAN'S DAIRY, WHEAT
DAVAO CITY WHEN OPEN ASPECTS GINGER, COCOA SCYMEAL
PEPPER, COFFEE PRAWN FEED
COCONUT ,HANDICRAFTS
CRB AMC'’S YES HANDICRAFTS EQUIPMENT:
ILOILO WORKERS COOPS FURNITURE FEED MILL
MKTG/DISTRIB TOYS FERTILIZER
MARBLE CHEMICALS
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QUESTIONNAIRE TRADE (CONT'D)
COOP OR WHERE COOPS INVOLVED POTENTIAL IMPORTS FROM
ORGANIZATION (CLEARINGHOUSE? IN SHRIMP? EXPORTS? US_COOPS?
CRB NATL COOP BANK DEVT&OPERATIONAL NFA LINKED TO JAP.
NEGROS OcCC. CRB AT REG. FUNDING FOR PRDUCERS GOT RICE MILL
BACOLOD LEVEL MANGO & DRYER
GUAVA
Cup CUP TRANSPORT RAMIE EROCESSED FooOD
HAS PROPOSED PROCESSING PRODUCTS
DAVAO FIBER CUP K HIGH FRUIT: MANGO WHEAT
MKTG/SUPPLY ORANGES DAIRY
FERTILIZER
FARMCQUP | CFPI YES: NEGROS DAIRY HERE CHEMICALS
ILOILG WOULD BE CMSP SUGAR MONEY FOR IMPORT SMALL EQUIPMENT
BUT NOT BUS.TYPES SUBSTITUTION SPRAYERS, ETC.
GOING INTO IT
FECOPHIL
MASS/SPECC NO OPINION MAYBE: IN PRD COFFEE WHEAT: BUY OR
MIX FISH/PRAWNS SEAWEED BUILD MILL
HANDICRAFTS FOR DAV.
RATTAN BAKER'S COOP
TOYS
NAMVESCO NATL AG & FISHERIES MAYBE
COUNCIL
GOVT SPONSORED
NATCCO NEW YES RATTAN FEEDS
INSTITUTION SEAWEED FEED
INGREDIENTS
FLOUR
VICTO NATCCO YES HANDICRAFTS DON'T KNOW
SHELLCRAFT




Anne
QUESTIONNAIRE TRAINING
COMPUTER
COOP OR AREAS TO TRAINING CBT HAVE
ORGANIZATION IMPROVE USEFUL? USEFUL? COMPUTER?
AM: SANTA NO
BARBARA
ILOILO
BACLARAN OK YES NO: VENDORS 2 BC'S
VENDORS NOT READY
RANGKOOP STRAT.PLANNING VYES: CRB’S UP YES NO
PROJECT & LINKED TO BK
APPRAISAL
CAFFMACO COOP MGHMT YES: ACCTG
INVENTORY YES: BASIC 1 FEED
COOP TRNG FORMULATOR
ONLY
CENTRAL NEGROS MGMT YES: TO
ELECTRIC TECHNICAL EXPAND SYSTEM IBM 1024 MINI
COOP INC. ACCTG ASKING IBM S TERMINALS
CFI CREDIT COMPUTERS YES YES 2 PC’S
COOP, CEBU COMPUTER
APPLICATIONS
CFPI YES MAYBE 6 XT'S
1 30MB HARD
CISP SALES: VIDEO YES ON INS., 3 PC’S
NEW HARDWARE RECORDKEEPING 1 30MB HARD
SOFTWARE
CRB MKTG FOR BANK YES YES NO - ONLY
DAVAO CITY COLLECTIONS LOAN TRNG KEY PUNCH
PROF.SERVICES ACCTG MACHINE
PROJECT MONITORING PROCEDURES
CRB FOR DIRECTORS YES
ILOILO NEW MEMBERS
LOCAL FOR STAFF YES: ACCTG YES
MGMT




Toe s

[P Al el BE JUIS-1 teeos A I Loz -

Annew

QUESTIONNAIRE TRAINING
COMPUTER
COOP OR AREAS TO TRAINING CBT HAVE
ORGANIZATION IMPROVE USEFUL? USEFUL? COMPUTER?
CRB TECH TRNG YES 1 PC:GRANT
NEGROS OcCC. BOARD TRNG IMPROVE BANK FROM CARE, 20MB
BACOLOD OPERATIONS 1 FOR WP
(A DIRECTOR'S)
CUP
1 PC
DAVAO FIBER PROF. STAFF YES: NEXT YR
\ DEVELOPMENT COMPUTERIZING NO
FARMCOOP MEM/BOARD YES: DATABANK YES: ACCTG NO
ILOILO AG FOR FARMERS HAVE PERSON TO
TECH & MGMT TRAIN
ORG/COOP PRINCIPLES
FECOPHIL MANAGEMENT YES YES NO
MASS/SPECC TECHNICAL YES; SEVERAL YES NO
0JT TYPE MEMS HAVE THEM ACCTG, AUDITING
NAMVESCO MANAGEMENT SOON MAYBE
NATCCO COMPUTER YES NO 5 PC’'S
LITERACY NOT YET 1 40MB
VICTO TRNG NEEDS YES: STAFF DEVT YES YES
ANAYLSIS SYS ANAL/DES USING
4GL NEW SW/HW COMPUTER

v
ot



QUESTIONNAIRE |EQUIPMENT
VENLOR MAIN-
COOP OR HAVE ALL DO WHAT WHERE FOR IN TENANCE
ORGANIZATION |CAN USE? WITH MORE? ADVISE? AREA? IN AREA
AMC SANTA
BARBARA
ILOILO
EACLARAN NO 1 MORE FOR ONLY MEM/FRIEND YES YES
VENDORS COMMUNICATION ?
BANGKOOP No HAVE NONE VENDOR: IBM YES YES
EAST.TELCOM
(DO BANK
TRANSFERS)
CAFFMACO NO LOCAL VENDOR NO NO
MANILA MANILA
CENTRAL NEGROS YES IBM IBM IBM
ELECTRIC CUP BETTER CEBU CEBU
COOP INC. BECAUSE TOO FAR
OF SCOPE
CFI CREDIT NO NEED TERMINAL FOR
COOP, CEBU TELLERSOR VICTO YES YES
GENERATOR
CFPI NO MODEM: NETWORK PEOPLES YES YES
: OF COOPS AND CRBS ACCESS
CISP NO MKT TRACKING OTHER INS.CO’S YES YES
WANT FILE NETWORK PC’S
SERVER VENDORS
CRB NO VENDOR, CHECK YES YES
DAVAO CITY WITH FRIEND
CRB (YES) (ACDI) YES YES
ILOILO
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QUESTIONNAIRE |EQUIPMENT
VENDOR MAIN-
COOP OR HAVE ALL DO WHAT WHERE FOR IN TENANCE
ORGANIZATION (CAN USE? WITH MORE? ADVISE? AREA? IN AREA
CRB NO ACCOUNTING ACDI /CARE DON'T DON'T
NEGROS o0OcCC. KNOW KNOW
BACOLOD
CUP (NO) ?
DAVAOC FIBER NO FIGURE OUT SELF YES YES: VENDOR
FARMCOOP NO DATAEANK FOR GREENHILLS YES YES
ILOILD MEMBERS VENDORS EVEN
) ACCOUNTING FRIEND, CFPI LOANER
FECOPFHIL YES VENDOR YES YES
MASS/SPECC NO PC’'S, NETWORK AUDITORS WHO YES YES
(CLIMBS HAS 1,S8SPECC O VNOW
NAMVESCO NO VENDOR YES YES
NATCCO NO MODEMS
TO CONNECT
CENTERS
VICTO YES MEDIA, FRIENDS YES - 1 YES
CONFERENCES
VENDORS




QUESTIONNAIRE SOFTWARE
FOR JOIN SW
COOP OR STAND.ACCTG YOUR FOR USERS
ORGANIZATION [(USEFUL? coop? CREDIT? GROUP?
AMC SANTA
BARBARA
ILOILO
BACLARAN YES
VENDORS
BANGKOOP YES YES YES
ESP.
CRB’S
CAFFMACO YES YES YES YES
CENTRAL NEGROS YES
ELECTRIC
COOP INC.
CFI CREDIT MAYBE YES
COOP, CEBU
CFPI YES YES YES YES
CISP YES, MUST MAYBE YES YES NEED
CONVINCE NON-LIFE COMMUNI -
COOPS ACT. CATIONS
CRB YES YES YES
DAVAO CITY
CRB (YES)
ILOILO

X=CC o
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QUESTIONMAIRE | SOFTW#RE
FOR JOIN SW
COOP OR STAND.ACCTG YOUR FOR USERS
ORGANIZATION |USEFUL? COOP?  CREDIT? GROUP?
CRB YES YES YES YES
NEGROS OCC.
BACOLOD
CUP
DAVAO FIBER YES YES YES YES
FARMCOOP YES YES YES YES
ILOILO
FECOPHIL
MAS5/SPECC YES YES YES YES
NAMVESCO YES N/A
NATCCO YES HAVE YES INQIRIES
DEMAND  DATA MAINLY
THERE  EXPRESS FROM CRB’S
THEY GET AND CU’S
INQUIRIES
VICTO YES YES YES




QUESTIONNAIRE |COMMUNICATIONS
COOP OR INFO THAT DON'T USE: E-MAIL E-CONF ON TRADE
OKGANIZATION HAVE BUT WANT TO US COOPS
AMC SANTA
BARBARA
ILOILO
BACLARAN YES THROUGH YES
VENDORS NAMVESCO
LINK COOPS IN PHI
BANGKOOP DONOR LIST YES: SUCCESSES N/A
HOW-TO ADVISE
CAFFMACO PRICE INDEXES YES: RAW YES
ON RAW MATERIAL MATERIALS
CENTRAL NEGROS NO
ELECTRIC BUT YES
COOP INC. WITHIN
PHILIPPINES
CF1 CREDIT SUCCESSES & YES SEE N/A
COOP, CEBU FAILURES OF <=--
OTHER COQCPS
CFPI MKT INFO YES YES
FI &PRD STANDAR STATS ON
MEM.PROFILES BANKING & TRADE
CISP INS.MKT INFO YES, NEW TECH,SOME ADVANTAGES
CLIENT PROFILES STANDARDS
CRB
DAVAO CITY MKT PRICES YES WORLD PRICES YES
FOREIGN EXCHANG COOP PRACTICES
CRB
ILOILO




QUESTIONNAIRE JCOMMUNICATIONS
COOP OR INFO THAT DON'T USE: E-MAIL E-CONF ON TRADE
ORGANIZATION HAVE BUT_ WANT TO US CCOPS .
HOW-TO ON
CRBE BANKING BUSINESS DEVT IF CAPABLE
NEGROS OCC, OPERATIONS HOW TO GET ASST.
BACOLOD F1 MGMT
YES
CUP YES
DAVAO FIBER COOP SUCCESSES YES YES
IN OTHER PLACES
FARMCOOP UP TO DATE YES: SO KNOW ABOUT YES
ILOILO MARKET INFO RICE IMPORTS
ADVERTISE PHI
EXPORTS
FECOPHIL WANT SAME NO - MAYBE
FASTER SISTER COOP PLAN N/A
MASS/SPECC COMMOD IMP/EXP MAYBE: NOW
PRICES/VOLUMES MAINLY CANADA YES
MKT TRENDS MALAYSIA, IDN
NAMVESCO DONOR FUNDING YES SHARE YES
NON-GOVT IDEAS
NATCCO COOP STANDARDL INTERCOOP TRADE
CMM PRICES, NATL (YES)
& INTL, CHMM
STANDARDS
VICTO INFO OM MEMS NO YES

BUSINESS

WHAT TO TALK
ABOUT?
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ANNEX D

GUIDE TO DATA COMMUNICATIONS FOR COOPERATIVES IN THE
PHILIPPINES

If you have a personal computer and a telephone line, you can communicate with
computers all over the world. You will need four additional items:

1. A modem: adevice that connects your computer to your phone line.

2. Communications software: a program whici runs on your PC when you are
communicating.

3. A Network User Identifier (or NUI): an account with a national communications
company that will link you to other computers.

4. An account on any computer system which you want to use.

Each of these items is described more fully below.
1. THE MODEM

Local computer stores can supply modems. Prices at this date are around P4000-5000.00.
The modem you buy should be "Hayes compatible®, with both "V.21" and "V.22" modes.

Modems can be supplied either in their own case (called "external modems"), or on a card
that is inserted into your PC (called "internal modems"). Either will do. If you have a
voltage regulator on your PC, 2nd you usc an external modem, be sure to plug your modem
into the voltage regulator as well.

Your modem will plug into three places: a PC, a power point, and a telephone line. The
first two are relatively simple, and the computer dealer who se'ls the modem should be able
to show you how to do it (or better, he may g it for you). The telephone connection may
be tricky, however, since most modems use a special plastic connector, called an "RJ-11"or
"modular” connector. Your modem should be supplied with a cable that has this connector on
1t.

On this connector, the center two w'- 5 are all that matter to the modem. They should
be colored red and green. They must b connected to two telephone wires on your telephone
line. If your telephone line has more tha two wires, you will have to find the pair that
carry the telephone signal. They will have about 45 volts acréss them (which you can test
with a voltmeter).

2. THE SOFTWARE

Once your modem is hooked up, you will need to run a program on your PC to command
the PC to talk to the modem. Many such prograns exist, with names like ProComm,
Crosstalk, Relay, Qmodem, and SmartCom, all of which will do the job. The ACDI office in
Manila uses ProComm. Because ProComm is a "shareware" program, it can be copied freely
for wrial use; contact the ACDI office if you need a copy.

3. THE NETWORK USER IDENTIFIER (NUI)

The communications software will tell your modem to dial the telephone and to send data
over the telephone line to another distant computer. If you wanted to, you could phone that
distantc . puter directly, for example with an international phone call. However, that’s
usually very expensive. An alternative is to call a computer that is in the Philippines and
have it relay your data to the distant computer. This is usually much cheaper.
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Now for some alphabet soup: the companie. that run these intermediate relay computers
are called International Record Carriers, or IRC’s. When they offer such a computer for
public use, they call it Packet-Switched Service, or PSS. To be allowed to use this service,
you must have an account with the company. When they give you the account, they will give
you an account name, called a Network User Identifier, or NUI.

So your next step is to contact an IRC and ask for an NUI on their PSS.

There are four IRC’s which offer PSS ir the Philippines. Each can issue you an NUT.
Each has the same price for the service. (At this date, those prices are fixed by the
National Telecommunications Commission.) Since any PSS service may not be totally reliable,
and since an NUI costs nothing when it is not used, you should get an NUI from each of
two IRC’s: if one seems not to work for any reason, you can use the other.

The PSS services from each IRC are nearly identical. You should choose the IRCs that
give you the most help, or who are closest to your office. There is a complete list of IRC's
below. At present, PT&T/CapWire and Philcom may be the best choices, since they have
offices in more cities than the others.

Remember that your computer will tell the modem to make a phone call, to an IRC’s PSS
computer. The IRC will have several "access numbers" for to make a telephone connection to
its PSS, usually in both Manila and Cebu. You should experiment, calling each of the
numbsers, to see which works best. Some numbers may give busy signals, or may produce
garbage characters on your screen, more often than the others; you should avoid using these
numbers. ‘

If you are outside Manila or Cebu, you will have to call long distance to orie of these
cities. If you do not have NDD, you stiould try to get it. This will make the calls much
easier to make. It may also result in connections with fewer garbage characters.

Once your computer completes a call, the PSS will display something on your screen, and
ask you for your NUI. Each PSS has a slightly different display so you should ask someone
in the IRC to demonstrate how to use your new NUI, preferably at your office, or at least at
their office. Using the information supplied below for CARINET and other services, be sure
that the NUT works.

4. THE DISTANT COMPUTER SERVICE

Everything done so far has been for the purpose of getting your computer to communicate
economically with another, distant computer. To complete the connection, you must identify
with which of the many computers in the world you'd like to communicate. The number of
the distant computer is czlled the Network User Address, or NUA.

For the s of illustration, consider the CARINET computer. It is located in the
United States; its NUA is 311020100025. When you speak to the IRC, let them know that
number, and ask them to tell you how you would reach it. Each IRC will do it a slightly
different wey. One might show . prompt on your screen, and €xpect you to enter a number
like "20125". Another might tell you to enter the full NUA after a semi-colon; another might
use a dash. Some will demand that you put a zero in front of the number. Unfortunately,
while the distant computer system has just one NUA, there are many variations in HOW to
type that one number. So have someone at the iRC show you.
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One special NUA which you can try is 3106004743, This is the Tymnet information bulletin
board in the US. It is a free service that does not require you to have an account. The
reason it is free is that it only provides advertising and other information about Tymnet and
related services. Once connected, you will see menus of options that you can choose.

Most distant computer services require you to have an account, so that you can be billed
for the service. Before you can use the service, you must tell it your account. For
example, as soon as you are connected to CARINET, it will ask you for your account number
and password. This account will be charged separately from your local NUT account.

These distant computer services allow you to submit and pick up electronic mail ("e-mail")
messages, to send telexes or faxes, to participate in conferences, or to find information in
data bases. There are many such services, mostly based in the U.S., Japan, or Europe. The
PT&T company plans to introduce a service based in the Philippines this year. PhilCom and
Eastern are also resellers in the Philippines of the US-based MCI Mail and EasyLink
services. And ACDI will be able to help if you want to use the CARINET service.,

5. WHAT IT WILL COST

Telecommunications costs are measured in a variety of units (characters, words, segments,
minutes, etc.), which can be difficult to compare directly. In this section, these charges will
be reduced to "volume charges," measured in pesos per thousand characters, and "minimum
call charges", measured in pesos per call. This coniesponds to the charges for telephone
use. For example, a telephone call might cost 4 pesos per minute with a minimum of 12
pesos per call (i.e., 3 minutes per call). '

For data communications, however, the best unit for measuring volume charges is not the
minute but the "kilocharacter” or "kc". One kc is one thousand typewritten characters,
including spaces and carriz=e returns. It is a unit that is usually pictured as a half-page; for
example, a short, half-pag. - asiness letter contains one kc, as does a telegram of 150
average words, or 2 telex oi awout 3 minutes.

Like telephone, data communications has a minimum call charge. For telegram, telex, and
fax, the minimum is applied to each message; for computer communications, the minimum is
applied to one connection, during which many messages may be sent.

It is difficult to compare costs precisely, because many assumptions must be made. Any
comparison will necessarily be approximate, and should be considered a "ball park" estimate
only. Given that, here is a table comparing different methods of sending a one kc message
from the Philippines, in pesos:

Per 1000 characters Minimum call
By telegram te another country P 750.00-2250.00 P 35.00-105.00
By telex to another country 180.00-240.00 60.00-80.00
By telegram within the Philippines 90.00 6.00
By telex within the Philippines 60.00-84.00 20.00-28.00
By fax to another country (pay booth) 100.00-240.00  200.00-240.00
By fax to another country (own fax) 20.00-50.00 60.00-100.00
By fax within Philippines (own fax) 3.00-10.00 3.00-10.00
By e-mail to another country 12.00-22.00 20.00-29.00
By e-mail within Philippines (planned) 5.00-18.00 3.00-12.00
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As you can see, fax and e-mail are the least expensive, with e-mail much cheaper for
international communications. E-mail has other advantages as well: it doesn’t need its own
phone line (it can share one with other uses); it is much less expensive when many people
should get the same message; it’s cheaper to install if you already have a PC; and ihe same
equipment works for other computer services (like data bases and conferences). And, the
costs of computer communications has been dropping in the last few years, and shows signs
of dropping further. (In fact, two years ago, e-mail communications costs in the Philippines
were two to three times as high as they are today.)

The numbers above show a wide variation in the costs of e-mail. Part of the variation is
due to NDD costs. Presently, your computer must phone either Manila or Cebu to connect to
an e-mail service. If that call is NDD your costs will be on the high end of the scale.

Another source of variation is the choice of which distant computer service to use. Some
charge a high subscription fee per month (P800 or more), with a small extra charge per
kilocharacter. Other services charge less to subscribe (as little as P100 per month), but
several pesos per kc. Which service you choose will usually depend mostly on your intended
use; who you want to communicate with, whether there are data bases you want to use, and
how much you expect to use the service.

A final note: the costs for the "planned” Philippine e-mail service are based on
preliminary price information from PT&T.

6. TYPICAL PROBLEMS AND SOLUTIONS

One advantage of computer communications is that it can be done on your normal PC,
sharing your normal phone line, without requiring either a special compuier or a dedicated
phone line. The computer and modem act just iike arother extension on your exisiting phone
line. Furthermore, it never expects to receive a call, but only to originate them; so it can
share a line with » fax machine or an answering machine without any problem.

When the computer shares an ordinary phone line, you should take care that no one will try
to make a call while the computer is using the line.” Like a person making a phone call,

the computer doesn’t like to be interrupted by someone else trying to call on the same line;
and in addition, any time someone picks up the phone while the computer is online, garbage
characters will appear on the computer’s screen.

It’s easy enough to prevent this potential problem. You can place a manual switch on the
telephone line where it enters your building. Throwing the switch one way will give the
computer the line; the other way gives the line to the usual telephones. Since the computer
will use the line only occasionally during the day, this won’t present much of ar:
inconvenience. Alternatively, many modems have two plugs, one for "line" and one for
“phone”. If you connect the "line" plug to the phone line, and the "phone" plug to the usual
telephones, the other phones will he prevented from using the line when the modem is
operating.

Another common problern with computer communications is that computers don’t tolerate
noisy telephone lines well. When noise occurs, strange characters (like { or ~) will appear on
the screen.  Persistent noise can make the commmunications v<:y difficult. On some _
networks, there are special types of modems, or special computer software, which effectively
climinates the noise. These are called "error-correcting modems" or "efror-correcting
protocols”. None are currently available on the Philippine networks (although something may

4
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be provided in future). If you have a problem with noise, just hang up and try your call
again; that may eliminate the problem. Alternatively, you could try each of your network’s
different telephone numbers, and find which one gives you the least noise. If all else fails,
try to call the number at a lower communication speed (for example, use 300 baud "V.21"
communication instead of 1200 baud). Lower speeds usually have fewer errors. You could
also try to issue a "kill character” (often a control-x) before each command you send from
your computer, telling the host to disregard any noise that might have reached it in the
meantime,

When you first start to use computer communications, you may find problems you don’t
understand, or you may find something that confuses you. There are several places to go to
find help. One is your network’s technical help nuraber; they may have some suggestions.
Local computer stores also have technical people who can explain things, and who may be
able to visit your office to help you. And you can also call other users, like Agricultural
Cooperative Development International (ACDI) in Manila.

7. IRC CONTACT INFORMATION

Philippines Global Communications Network Name: WORLDNET
8755 Paseo de Roxas St.
Makati, Metro Manila, Philippines
Contact:  Alfredo Bacolod telephone: (2} 819-0706
Tito Llamado, Jr. telephone: (2) 816-2851
Fax: (2)818-9720
Telex: 23012

Other offices: Cebu, Davao, Baguio
Markets MCI Mail. Affiliated with MCI.
Hours of Operation: 0800 - 1700

rri Modem/Speed
Manila V.21 /300 BPS (2)817-8811
V.21,V.22,103,212/ (2)817-1581
300-120ubps (2)817-1791
(2)817-1796
Cebu V.21 /300 BPS (32)61949

V.22 /1200 BPS (32)61948

Globe Mackay Cable and Radio Corporation  Network Name: UDTS
669 United Nations Avenue
Ermita, Manila, Philippines 1000
Contact:  Jesus Romero or Mr. Curanan  telephone: (2)57-1550

Arnie G. Tiangco telephone: (2)521-3550
Telex: 40022 or 40280
Fax: (2)521-7225

Other offices: Baguio, Cebu, Davao, Cagayan de Oro, Angeles
Affiliated with ITT.
Hours of Operation: 24 hrs 7 days/wk
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it Access Num
Manila V.21 (2)521-7901
Bell 103 (2)521-7508
V.22 (2)521-7905
Eastern 'i'elecoms Network Name: EASTNET

Telecoms Plaza

316 Sen Gil J. Puyat Ave.

Makati, Metro Manila, Philippines

Contact: Jose E. ("Chito") Geronimo telephons: (2) 815-8921
Richard Platte teiephone: (2) 815-9829

Telex: 63322

Other offices: Baguio, Cebu
Markets EasyLink and MCI Mail. Affiliated with Cable and Wireless.
Hours of Operation: 08CO - 1700 M-F and 0800 - 1500 SAT

City/Territory Modem/Speed Access Number
Manila 212A/300-1200 (2)815-1553

212A/300-1200 (2)815-1555
V.21,V.22/300-1200 (2)819-1011
V.21,V.22/300-1200 (2)819-1009
V.21,V.22/300-1200 (2)819-1550
Cebu (planned) V.21,V.22/300-1200 (32)71138
V.21,V.22/300-1200 (32)71235

Philippine Telephone and Telegraph (PT+T)  Network Name: DATANET
(Note: Capitol Wireless is name of international branch; PT+T is name of domestic branch.)
Spirit of Communications Center
106 Alvarado St.
Legaspi Village
Makati, Metro Manila, Philippines
Contact: Leo Villarosa telephone: (2) 815-0653
Dick Dela Rosa (Capitol Wireless) telephone: (2) 817-4228
Telex: 2217
Fax: (2) 816-0693

Other offices: Baguio, Cebu, Davao, Cagayzn de Oro, Zamboanga,
loilo, Bacolod

Will market domestic "Easymail” early 1989.

Plans access numbers in all office cities in 1989.

Hours of Operation: 24 hrs 7 days/wk

it Modem/Speed £
Manila V.21,V.22,103,212/ (2)817-0070
300-1200bps (2)817-0043
Cebu same (call Cebu office)
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ANNEX E
LIST OF AGENCIES, ORGANIZATIONS, AND INDIVIDUALS VISITED

The following 1s a complete list of the organizations, agenc.es. and individuals visited by
the project teamn. The cooperative organizations visited for whici questionnaires and profiles
were completed are marked with an asterisk (*).

*Area Marketing Cooperadve, Sta. Barbara, Iloilo
Bernarctita L. Barranco, General Manager

*Baclaran Vendors Development Cooperative, Inc
Leonora R. Avante, Managcr
Angelita Calasanz, Treasurer
Victorino C. Olivares, Vice Chairman

Bureau of Agricultural Cooperative Development
Department of Agriculture (BACOD) Manila
Clemente E. Terso, Jr., Director

BPI Agricultural Development Bank, Manila
Rodrigo B. Supena, General Manager
Edgardo O. Madrilejo, Manazer

Bureau of Domestic Trade Promction
Azucena (Nanerte) Mendoza

*Cavite Farmers’ Feedmilling and Marketing Cooperative (CAFFMACO) Cavite
Eustaquio M. Espiritu, Manager

Capitol Wireless, Inc., Makati
Dick Dela Rosa, Marketing Officer

*Cebu CFI Capitol Community Credit Cooperative, Inc., Cebu
Esperanza F. Garcia, Chairman
Priscilla U. raez, *{anager

Cebu I Electric Cooger:tive, Toledo City
Cebu III Electric Cooperative, Dumanjug
Fr. Francisco G. Silva, General Manager

Cenrtral Bank of the Philippines, Manila
Rene Quinto, Assistant Director

*Central Negros Electric Cooperative,(CENECQ) Bacolod
Jose V. Ramos, CPA, President
Jofionigo Rodrin, Active Ger ¢ral Manager
Bevedecko Balo, Manager, Firance
Hierman Gonzaies, Head, EDP

*Cooperative Foundation Philippines, Inc. (CFPI) Manila

Ricardo Foronda, Deputy Executive Director

Myron A. Gawigawen, Manage:Organizing and Training
*Cooperative Insurance System of the Philippines, Inc.,(CISP) Manila

1

Y
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Eduardo Espejo, General Mar.ager
Andres F. Estacio, Assistant General Manager

*Cooperative Rural Bank of Davao City, Inc., Davao City
Atty. Josefito A. Guillerrao, General Manager
Lomna A. Llamas, Assistant Manager

*Cooperative Rural Bank Of Iloilo, Inc.
Abelardo S. Velete, Manager

*Cooperative Rural Bank of Occidental Negros, Inc.,Bacolod
Perfecto E. Marzona, Chairman
Leo Doloso, Manager
Willie Derequito, Training Director

*Cooperative Union of the Philippines, Inc.(CUF) Manila
P/B Gen (Ret) Arcadio S. Lozada, President & Secretary General

*Cooperatives Rural Banks Federation of iie Philippiries, Inc.(BANGKOOP) Manila
Benny F. Caballero, CPA, Chief Operating Of’icer
Engr. Benjamin A. Cruz, Executive Assistant

Cooptrade
Modesto P. Sa-Onoy, Philippine Committee Member

Credit-Life Mutual Benefit Services Association,Inc. (CLIMBS) Cagayan De Oro City
Silvano Bausing

*Davao Fibre Preducer’s Cooperative, Inc.
Catalino P. Mendex, CPA, General Manager

Davao Oriental Area Marketing Cooperative, Inc., (DORAMCO) Banaybanay
Concordio 1. Baquial. Chairman

Eastern Telecommunications, Makati
Jose E. ("Chito") Geronimo, Manager, Selected Accounts
Richard Platte, Manager, Applications Support/Marketing

ElectroWorld (computer dealer), Makati
Griselda P. Izon, Market Specialist

*Federatior of Electric Cooperatives of the Philippines, (FECOPHIL) Maniia
Francis T. Nacianceno, Jr., General Manager

Ford Foundation, Makati
Solita del Castillo, Admiuistrative Off:cer

Foster Parents Plan International, Manila _
Oben Oliva, Management Information Systems Regional Coordinator

Globe Mackay Cable and Radio Cerporation, Ermita, Manila
Jesus C. Romero, Area Sales Executive
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Danny Cunanan, Supervi«or Systems Engineering Group

Integrated Computer Systemns, Inc. (computer dealer), Makat
Duke C. Eustrquio, Sales Manager

International Institute of Rural Reconstruction,(IIRR) Cavite
Dr. Juan M. Flavier, President
Conrado S. Navarro, Director Of Field Operatious

International Rice Research Institute, Los Banos
Robert Bourquein, Director for Administration

K-Cube Woodworkers Cooperative, Inc., Bacolod Ciry
Alejandro V. Ozoa, General Manager

Land Bank of The Philippines, (LBP), Manila
Deogracias Vistan, President
Jesus F. Diaz, Executive Vice President

*Mindanao Alliance of Self-Help Societies, Inc.
Southern Philippines Education Cooperative Center, Inc.
(SPEC-MASS) Cagayan De Oro City

Silvano Bausing

Morgan Guaranty Trust Company, Manila
Michael C. Stephen, Vice President

*National Confederation of Cooperatives, Inc.,(NATCCO) Manila
Romulo M. Villamin, General Manager

National Federation of Sugarcane Planters, Bacolod
Modesto P. Sa-Onoy, Executive Officer

*National Market Vendors Cooperatives Service Federation,Inc., (NAMVESCO) Manila
James N. Roberson, Executive Officer

National Telecommunicatiors Commission, Quezon City
Lingouy Al~iaz, Commissioner

Philippine Commercial International Bank
Joey A. Bermudez, Vice-President

Philippine Federation of Credit Cooperatives,Inc
(PFCCT) Manila
Fr. Benedicto A. Jaycma, Managing Director

Philippine Global Communications, Inc. (PhilCom), Makati
Tito N. Llamado, Jr., Senior Area Manager

Philippine Telephone and Telegraph (PT&T), Makati
Leo Villarosa, AVP Systems
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(Cluedan Guarantee Fund Board, ROP, Manila
Galo B. Garchitorena, Executive Dir:cior
Candelario L. Verzosa, Manager-Program Operations

Security Pacific National Bank, Manila Offshore Banking Unit
Robert R. Davis, Vice President and Manager

South East Asia Rural Social Leadership Institute,
“ollege of Agriculture, Xavier Univ.-sity, (SEARSOLIN) Cagayan De Oro
Antonio J. Ledesma, $.J., Director

Sugbo Rattan '‘Workers Cooperative, Inc.
Frank Jaca. Manager

Supreme Cooperative Council of the Philippines
(SCCP) Manila
Luis Manuel C. Corral, Executive Director

University of the Philippines Computer Center, Quezon City
Luis Alarilla, Jr., Director

U.S. Agency for Internationa) Development (USAID) Manila
Maicolm Butler, Missioa Director
John Blockton, Assistant Mission Director
Kenneth A. Prussner, Rural Development
Robert Jordan, Capital Development
Roger Gamner
Charles R. Rheingans, Rural Development Division
Bryant George, Private Voluntary Organizations
Micha«l] E. Hauben, Capital Development
Paul R. Deuster, Ph.D., Program Economist

*Visayas Cooperative Development Center,Inc. (VICTO) Cebu City
Cresente C. Paez, Executive Director
Edgar V. Comeros, Assistant Executive Director
Audie Yoseph V. Samson, EDP

*Western Visayas Federation of Marketing Cooperatives FARMCOOP) Loilo
Melinda B. Aricaya

Western Visayas Union of Cooperatives, Inc., Iloilo (WVUCI)
Pura L. Librodo

\@
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PLDT responds to increasing
telephone demands

Amid a current backlog of 400,000 telephone line applications, the Philippine
Long Distance Telephone Co. (PLDT} announced recently that it has definite plans
to invest P24-billion for another two miilion telephones nationwide after 1993.

The plan, which is part
of PLDT's “Big Bang”
projeciwilltakeeight years
to implement.

Beyond 1993, PLDT
will be able to install more
telzphone lines at less in-
vestment because PLDT's
X-5 ecxpansion program
would have provided the
groundwork or infrastruc-
ture for any succeeding
expansion program.

The plan still needs
some funding, however.
“We are working on the
funding,” said PLDT assis-
tant vice-president for
marketing Alfonso P. Gui-
larar.

Buiaccording o PLDT
statistics, the company
may still find it difficult to
meet the forecasted de-
mand for telephones de-
spite thisplan. The demand
for telephones by the year
1995 would already be 2.2
million units. By 2,600, or

a year before this new plan
of PLDT is through, the
demand for telephones is
forecasted to reach 2.9
million units. Presently,
the demand is 400,000, a
number that is increasing
geometrically every year.

PLDT's contract with
Cincinatti Bell Informa-

" tion Systems, Inc. (CBIS-I)

is expected toreduce by 10
per cent the pending
400,000 applications for
telephones. The CBIS-1 is
handling the computeriza-
tion of PLDT’s records to
enable PLDT to find cable
faciliies mo.~ easily to
serve more subscribers.

Meanwhile, PLDT has
developed several ongoing
programs (o0 improve its
services as itmarks its 60th
year or service.

For 1985 to 1987, more
than P152 million were
spent in plant rehabilita-
tion. This year, nearly

P270 million have been
carmarked for 319 plant
rehabilitation projects.

PLDT hasalsoinvested
P997.9 million in plant
facilities during the firstsix
months of 1988, bringing
its total assets w P22.00
biltion as of June 30. This
was made possible through
increased eamings as indi-
cated by its reported net
income applicable to com-
mon stock of P1,035.7
million. Of this amount,
P964.8 millivn or about 93
percent was reinvested to
increase sharcholders’
equity io P7.3 billion.

A computerizedsystem
for handling subscriber
complaints has been in-
stalled in Metro Manlla
called the Line Condition
Report (LCR).

The system enables
PLDT repair, testing and
dispatch to:

- speedily analyze the

nature of the subscriber’s
trouble report;

- pinpoint its cause;

- immediately send

repairmen to their work

assignmeats; and

- monitor restoration

work.

At present, Metro
Manila has a total capacity
of 481,213 lines or about
680,000 telephones while
provincial exchanges have
120,786 lines or 180,000
telephones.

Of total {acilities,
200,000 lines in Metro
Manila and 16,000 lines in
five principal provincial
areas have ocen installed
using -electronic analog
switches. Computer-con-
trolled, these provide tcle-
phone users such conven-
iences as push-button tele-
phones, direct distance
dialing (DDD) both na-
tional and international,
and abbreviated dialing
among others.

PLDT has just com-
pleted the fourth major

stage of its expansion pro-
gram called the X-4 pro-
gram which has provided
for an increase in toll ca-
pacity in most areas. This
means that the telephone
systemm can now handle
more long-distancecallsin
more places.

The principal link,
Manila to Cebu, will soon
have 1,800 circuits—three
times the number in 1978.
This will enhance the
PLDT’s capacity to proc-
essmorenational and inter-
national calis ot a faster
rate. Already, 1,200 cir-
cuits are in place.

Toll stations have been
increased from 69 to 140,
and 18 rural exchanges
have been put into opera-
tion. PLDT has also pro-
vided 25 additicnal links to

interrconnecting  compa- .

nies and has increased the
circuits to 60 independent
telephone  companies,
Since long-distance calls
contribute substantially to
lowering telephone rates,
PLDT is exerting effort to
sustain efficiency of toll
facilities and quality of
service for long-distance
calls.

The X-4 program has
also facilialed the intro-
duction of the Cellular

Mobile Telephone System
which, when fully opera-
tional will have 10,000
lines.

So far, the National
Telecommunications
Commission (NTC) has
approved an initial 500
cellularlines for testopera-
tion. Seven cellular base
stations are now in opera-
tion between Batangas and
BaguioCity. Thisenablesa
traveler along this route to
msake national and even
intemational calls without
need for the long-distance
operator.

PLDTisalcostarting its
fifth phase of expansion or
its X-5 project which seeks
to provide an additional
w=lephonelines to meet the
requirements of tol and
traffic, business sector and
& substantial number of
resideatia! subscribers. In-
vestment requirements are
about P73 billion for
130,000 jines.

Invesmments in subma-
rine optic fiber cables have
also been drawn up. These
include the Guam-Philip-
pines-Taiwan trans-Pa-
cific cable and, if found
economically feasible, the
Brunei-Philippines link.
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PT & T gears for digitalization

The name Philippine Telegrapn and Telephone Corporation may notring a bell,
but say PT &T and that covers it.

PT&T is one of the country’s privately-owned franchised carriers operating
under a predominantly “privatized” telecommunications industry.

In such an environment where sources are offered on a “regu!ated competition"’
basis, PT&T has emerged &s one company to reckon with, striving to overcome the
limitations of the country’s telecommunications technology.

The Metropolitan Compater Times scught an interview with PT&T assistant
vice president for systems Leo Villarosa to bare PT&T’s current operations and
palns. Below are excerpts of the interview.

METROPOLITAN
COMPUTER TIMES:
How would you relate

computer technology
with telecommunica-
tions?

Leo Villarosa: It'scometo
a point wk:rein the two,
computers and telecom-
munications, are thought of
in the same vein. In other
words, a knowledge of
computer technology is
essential for an expertise in
telecommunications. It's
that the line dividing the
two is becoming quite thin.
If you want to be proficient
intelecommunicationsyou
have to bec more or Jess
familiar with how comput-
ers work, what their inter-
faces are and what pro-
grams and applications are
applicable in the telecom-

munications medium. The
case for transparency
wherein you could put any
type of equipment on the
link and the carrier just
didn't care, and the as-
sumption was it would
work atany time and at any
application — well, those
things are hardly true now.
Right now, ycu just don't
throw anything — in the
data communications
equipment — you have to
have a thorough knowl-
edge of what compuers
can do, what their limita-
lions are so that proper
networking design can be
done.

MCT: How fast do you
think <an our local tele-
coms advance in the next
five years?

Villarosa: Truthfully, 1

don’tthink we can advance
that fast. Let’s put it this
way, the whole advance-
ment of telecommunica-
tions is more or less de-
pendent on the -human re-
sources we have. We can
have the latest equipment
strung ali over the country
but if we don't have the
people to maintain it or
even be aware of the capa-
bilities of such an equip-
ment, then the advance-
ment is restricted. Al-
though we are willing to
pay for the expertise, we
just don't have that many
experienced people and the
rate of turn-over is quite
high. Not only do we have
tocompete with the foreign
companies butevenamong
ihe local environment, you
losc engineers. There is

stillalottobe desired in the
kind of training our engi-
necrs getright now. We get
engineering students, fresh
out of school and they re-
ally know nothing. For one
thing, mostschoolsemploy
professors or instructors
who are rot really exposed
to the day-to-day activities
of data communication
unlike in a carrier wherein
the 2ngineers are exposed
to the latest equipment, the
hardware, the day-to-day
aclivities. I think there has
to be some way to improve
the educational environ-
ment of the country so that
our own telecommunica-
tions advancement can
become a faster reality in
the next five years.

MCT: What possible fu-
ture directions will be
taken on by telecom?
Yillarosa: I believe that
telecoms can only take one
direction and that is in
upgrading the existing
backbone, providing more
communication facilities
and rcally getting the best
from suppliers. There is
onc thing that can't be

" Leo Villarosa,

| -

AVP-Systems of PT&T

denied and thatis the future
direction is towards digi-
talization. We know for a
fact that an analog back-
bone really have no proper
place in futyre advance-
ment. When higher speeds
and alot of network rerout-
ing and switching capabili-
ties are demanded by
clients, the only possible
way to take this on is com-
plets digitalization of the
circuits,

MCT: Can you give us a
brief background on your
company?

Villarosa: PT&T is a
communications carrier
primarily in the service of
data communication. We
provide data, veice and
recently, we have started
providing packet switch-
ing data service . And
within this year, we will be

providing the universal
electronic mail system
X400. Thebulk of our serv-
ices are really in telex, We
provide about90percentof
the nation’s telex require-
mentsand about45percent
of telegraphs. But we are
now more or less concen-
trated in the provision of
online digital data services
and the packet-switching
data networks (PSDN) for
companies. We also have
the X400 universal E-mail
which allows, let’s say, an
E-mail system of IBM to
communicate with an E-
mail system of DEC. To
take a comperison, it al-
lows you io receive a letter
wriden in Chinesc and
translated for you in Eng-
lish, something like that

(Continued 1n p. 16)
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Circuer TraALgaa 10 384

Telecommumcatlons the missing lmk

by Chin Yu Ming
Bxcluzive MCT Correspondent

“President Aquise will aet appeint &
caretaker whes she lenves next week for
Bruna, and will run the gevernment Dy
2 telephoue and 3 telafax communics-
tiow systene....”

This presidentisl press  stadement
Comcsasno suprise ag she leaves for Bounei
00 August 29, ber sixth oversess trip since
she wok power two years ago. Cary's
confidcace in a iemote ielecommunica-
Lions system refllects ber (oll government
eadarsemot of the current Medium-Term
Plan (1987 - 1992) which placss elecom -
munications a3 the 10p priosity {or expan-
sion and reaoveuon. The ielecommunica-
von development program highlights the
urgeat necd for an adequate, efficicnt and
cost-effecuve infrasuructure 10 bolsier Use
counury’s overall development and eco-
nomic recovery. An appropnate lelecom-
municabion saate gy would surely eshance
business clunate for invesument promo-
tion, regional development of agn-proc.
cssing industnes, domesuc trade promo-
uon, export Urade promouon and of course
the implemestauon of CARP.

ASIA SITUATIONS

Telecommunications in Asis hadan 11
percent growth raie, e highem in Lhe
world. Burma has plaased to borrow about
US3220 millica 1o increase imemational
communication links and 10 expand the
domesac ielephone neiwork. Gearing
towards indusirial axpansion aad export
dovelopmaent, 1be state-run Poss and Telo-

son Corp. is placing high pri-
ority an upgrading its low \lcphons den-
sity, about 0.13 per 100 populavion. China,
on the other hand, has ccmmitted US$40
hillioa up 10 the yeag@R000 to expend ks
telocommunications neswork.

The bigest spenders, however, e
Japan, Korea, and Taiwan, who are smoag
the p 20 in the wodd. The USS24.1
billion that Japan will spend in 1988 repre-

thes feport says, can expect the beoefits o
ourweigh the expease by st least 5:1. Fora
typical rural basiness user, the economic
reswrns are 501 while for big commercial
amearprises, the besefit-comt ratio conld
reach 01,

Asother detailed quantitative analytis
of ielecommunications dats (rom 35 devel-
oping cnd developed ecoaomies revealed
asaggering impact, [n these countriss, a 1
per cent increase in the number of ile-
phones (or every 100 persose over a period
of 5 years conwibuted 0 2 3 per cent
increasein average percapimincome inthe
successive 7 years This impact oa the
nauonal income was greater in countries
with the lower telephone densatics.

For developing counuries, maving
townrds industrinl expantion, the esab-
Lishment of a reliable ielecommun cations
infmastructure is therefore absolutely vital.
As for the de veloped aconomies, they will
find that quality of Lheir telecommunica-
uons infrasoructure will largely determine
thew fulure compeulivencss oa world
markets.

PHILIPPINE STTUATIONS

These global situalions suggest that for
a recovenng econcmy with 8 disparme
income dimnbution, invesunents in the
rural areas of Philippines whers the major-
ity of population live caa have & dramasic
rediswribution effect,

However ths local ickephons deveiop-
meai 13 lopaided resulting ia a i2mbly low
averiga. Data from Depariment of Traas-
portation and Commusication show that a8
of 1986, ielephons dengity in ths country
averaged oaly 131 main stations par
popuistion. In Meiro Magila, wiephone
dengsity is 7.37, in other urban centars it Iy
2.96 while for tha rural ereas K is 0.31,

Comperative figraes givea by National
Telecommunications  Commissioa

showed (hat the Philippins laggod behind

"For developing countries, moving
towards industrial expansion, the estab-
lishment of a reliable telecommunications
infrastructure is absolutely vital.”

0w 8 13 per ceat intyeess ovar the last
yeas. While Kares sad Teiwan sze spead-
ing less than Japca, the iacrenss over 1967
is 20 par coat aad 23 par cant, seapectively.
Korea spexds up 10 USS1.S blen dofiary
and

Taiwna, clod 10 USS1 bilion,
ECONOMIC MPACT

Too rols of wsisc: Emacicaions in
s0cio-cconomic doveis pment has almady
boen recognized by both indesrial sed
developing economics in Asie. Thereisa
very closs link betwemn (hs omember of
telcphone mais gaLion in a cowntry md its
genenal standard of living, ie. the gresear
the telephoae deasity, the higher the ne-
tional Groey National Producy GNP), aad
vice versa. Thus (or a coustry 10 become
economically eflicient, it mus first have s
powerful and reliable telocommuaicitions
oetwork.

In Ociober 1987, ihe Inermstional
Telecommunications Union published the
results of a sucy ia Costa Rics on the
cconomic benelits of expandiag the wle-

phoos network. A reridmtial subscriber,

the cverage of the developing countries
which is 3 par 100 popuiation.
Carrsemtly, about 927,000 selaphoas
tines ase spread throaghout the counary. Of
thass, aearly 94 par caat are owned and

casvier 1oLl setwork with 8 total capacity of
5,225 channels. There are about 220 ces-
al axchanges, 70 per caat of which is
distribused ia Luaon, snd ths remaiaing ia
the Visayss asd Mindenso.

1 addition 10 tslsphons services, thers
ard six privars domestic recard carriers and
the Telscommunicatioas Office providiag
about 2,200 stacions in all major cities and
municipelities sad thres domestic privals
welax nperstors with showt 20 elex «x-
chasges combining abowt 4,000 lines
capacity. Some of thess domestc record

carners also plowd:othemuwh:h

changes linked 0 major cities of the world.
Inc. (DOMSAT) operases 12 eanth satioas;
Lhe master contral station ia Meo Manila
and cleves eanh stations in Cagayan,
Cebu, llligan. Moilo, Laceg, Devao, Pala-
wan, Tacloban, Tuguegarao, lrigs and

Amhﬂkcydcvck:pmumrm
uano(nmo-yuNumﬂTebcommum-

Tha larmation of the p» 'icy body is surely
asiepin the right direction 10 nprove NTC
primary function as & e regulatory body.

"...for a recovering economy with a disparate
income distribution, investments in the
rural areas of the Philippines where majority
of the population lives can have ¢ dramatic
redistribution effect.”

Zamboanga. Currently it uses caly lﬂ

monications is puting & such kigher pri-
ority on iedecosumunications and ijecting
Gush direction in it, realicing tis mfra-
strucaure if could be the
missiag link 10 the overall patioas] dsvel-

opmeat .

The DOTC bes recently wpdmed 2
nalioawide Mlocommuacstions smady
dons in 1962-3) with comsuliancy assis-
tance by Aniur D. Licle, Telecoswlt sad
SGY & Co. The creation of Nasion Tele-
phoas Prograa is competibls with the
country’s ecoaomic development sape-
cially the roral regionsiization of (adus-
tried. Credit must be givea 1 DOTC Sac-
retary, Ruiserio Reyes, for haviag staried
‘what ha besa the mout coacenad effort yet

The 1967 circular’s four objectives are
a3 follows 10 provide osiversal essectial
servicet st reasonsbls rates: 10 fomer iano-
valion pasuculsriy s advanced isforme-
tion sarvices; 10 encourage the particips-
tion of privess emerprises in & reguissad,
{air and competitive eaviroament; sad 0
accelorass the developasnt sad expaasion
of an afficient and adsquats telecommuni-
cnmu m = s caalym for

As approved by President Aquino, Lbe
NTDC Is represeated by all the major
sectons lnvolved {a iclecommunications
and sauonal policy -makiag,
GOVERNMIENT AND INDUSTRY
The raceat 2pproval by the Cabimst
Commices (or lnfrastructare (CCT) on the
DOTC's PI2$ billion udh-Tu-

fore, of empioymacat and COmO Opprti-
lieg, Tas lack ol ielecommuaications [»-
cllicies in the rural aress ls 0ns majorrenson
why businecs (i ars relucmat © an

have rolled of sincs the Cabinet's approval
which will ceraialy raiss the quality of

whecommuaication service by 1992,
Cne of the mom rignificant develop-
ments it the implementation of the Bana-
gas Subscriber Radio Telephoms (SRT)
Fiald Trial Project. SKT, which will iastall
adio ielephonss ia sixmea municipalities
(Continned o P. 20)
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TELECOMMUNICATIONS",

Telecommunications: the missing link

in Bantagas costs P8 2 million. The Cana-
disn Inicrnational Development Agency
provided sbout P7.2 million fos the project
which TELOFof DOTC willaliatasbost P1

To daw, the dotailed enginsering de-
sign and site acquisition heve alveady boca
completod. The installstion of radio tele-
phone equipment and pole linc material is
now about %0 por cemt complose. It is
targersed 10 v Sompleted befare tho ead of
tho year. This trial projoct, if found for-
gible, will be duplicased im other pansof tha

country.
NATIONAL TELEPHONE PRO-
GRAM _

Under NTP Phase 1, the DOTC's
ageacy, Telof will furnish 138,000 lines w0
shout lSO-i:ipliﬁa.Mpmjecu
coming from.other countrics. Japan's
Overscas Boomomic Cooperation Fund
(OBCP) is for RTDP and Tranche 1.1 of
NTP; the Freach Protocol of Understand-
ing for Tranche 1.2; and last, the Italiac
Protocol of Usditstanding for Tranche 1 3.

Traache 1.1 will provide 61,700,

addtional digital welepbone lines for Re-
gioas 3.4 and 5, Tranche 1.2 for Regions
6,7 and B with 30,500 lincs while Tranche
1.3 will furnish 45,8900 lines for Regions
9,10, 11 aad 12.

Accordiag 10 DOTC, benefits 10 be
ezpecwdﬁmthenplmmdm
include: additional foreign reserve, exis-
eace consumer surplus, enhanced interac-
tica of economic seciors and development
of intemationa! commerce.

The NTP’s easteyn digital backboae
will be coordinated with PLL'T's westem
analog beckbone 10 evolve into an inte-
grated network. There are plans 10 inter-
connect the transmission systems in the
keycities of Mctro Manila, Cebu, Cagayan
dz Ovo 20d Davao.

The NTP also secks (o establish 14
microwave links five ultra high frequency
links and 35 csble links and an intemna-
tional gateway with 1SD service and local
call observation facilities.

RURAL TELECOMMUNICATIONS

' DEVELOPMENT PROGRAM

Phase A of RTDP has already been

(Continued from P. 10)
implemented@r Regions 1 and 2 fumnish-
ing 11,000 digital telephone lines. Within
the next 4 years, Phase B ol RTDP will be
implemented with an additional 8,600

. digita! lines in 32 municipalities in Regicn

1aed 2.
To encourage the panticipation of pri-
vale sector in a regulated and fair rural
sclecommunications development, the
mainiensnce and operation of the Phase A
will bo managed by Philphonc, a subsidi-
ary of PLDT.
MARITIME TELECOMMUNCA-
TIONS

Effontshave beencisodirected towards
maritime commonications. 1t is very do-
plorable 10 recall that the Dona Paz disaster
‘which happeaed off the coast of Mindoro
was oaly reporied about eight hours afier
the accident. This clearly indicases that
comcresc action must be takes 1o improve
the country’s marine tzlecommunications
sysicm,

Twe Mxitime Communications for
Manila Cosstal Station (Phasz 1) called for
the cc.astruction of the Manila Contral
Crastal Station 1o provide s system for the
Philippine Coest Guard with ship 0 radio
communications. This phase has already
been approved by NEDA under the 15th
Yen Credit Loen. Once completed, the
Manila Central Coas.al Swtion will pro-
vide isterisiznd and interastional comzav-
nications services such as maritime releg-
raphy and clephony utilizing high-fre-

Phase 2 involves the establishment of
two firstclass  coastal stations each for
Cobu and Davao, second-class siations for
Puerio Princesa and Zamboanga and scvea
third-class sations in other pars of the
cossial regions. )

The NTC is also secking 10 insuall
marine radio moniloring cquipment
among its facilities 10 enhance the
government’s capabuity 10 respond 10
emergency situstions at scs. This project
would be implemented in coordination
with the Philippine Coast Guard. At the
same lime, a program of having compat-
ible =quipment for both Coast Guard and
the shipping companies, especially the
multual availibity of voice high frequency

sysiem, is curreatly being pussued.

The implementation of the manitime
communications projects will certainly
provide adequaie, efficient and consistent
public communications service 1o Mari-
time Districts of the country.
TELECOMMUNICATION TRAIN-
ING INSTITUTE (TT1)

The new priority of DOTC has aleo
Mdeatified the human resource develop-

resumed opesation this yesr.
ARISING ISSUES

Althogh the industry is charging
ahead full sicam, the projecied 1.63 main
stations per 100 popaletion in 1992 ssill
falls way below the 3:100 selephone den-
sity average for doveloping economies.
The 1.63 ratio is tabulaed by aggrogating
the X_5 expansion program of PLDT, the
NTP and Phase B of RTDP of DOTC. Oa

".. the government and the private sector
should seek additional fund to refuel the
capital intensive telecommunications
infrastructur: development.”

ma—

ment programs: offered at TT1 in Bulican
as the strategic realignment of the technd-
logical sansfer in the modernization of the
iavestment countrics can make in telecom-
munications isto b ain people, with the aim
of creaiing an indigeoous cxpertise 0
easure the right choices are made when
buying sysiems.

The trziming of staff will belp increase
the country's compuler and communica-
tions engineers and make it more techni-
cally uuhpendan. Invesinents in tele-

ltisinseresting o notcin 1987, the ITU
sent more thea 300 microcomputers -
equipped with Singapore developed soft-
ware training packages - 0 the Gzining
contess in Latin America in a bid to over-
come the shortage of teachers. Maybe the
country should also seck advising assis-
tance from Singapore which has recently
formed Siogapore Telecommunicalions
Iniemational to provide consulting and
facilities s=nagement services 10 the
developiag countries.
OTHER PROJECTS

To cops wish existing, as well as forc-
cast nced in major population growlh
cen_.as, Telof will install 48 new iclegraph
stations and 47 more (elegraphic transfers
(TT). Some of these form part of the
Caadillera peace commission project. The
Cebu-Manila interim backbone has also

A comparalive basis, the 1992°s ratio falls
further awzy from the average sclephone
density of ASEAN countries which is an
enviable 8.27:100.

To bridge the gap, the government snd
the privaie sector should seek additional
fund 10 refucl the capital intengive lele-
communicalions infrastructore develop-
ment The Government could raise the
fund by a governmen:-10-government fi-
nzncing scheme through Overseas Devel-
opment Assistance (ODA) or debt-for-
equity conversion. The estimated tax reve-
aue about P2 billion from overseas com-
munications tax and franchise tax could be
ploughed back 0 the secior investment.

The problem of inadequate foreign
reserve could be avoided if transnationals
sct local plants 10 manufacture equipment.
The Swedish company Ericcsor has al-
ready sct up factories in Brazil, Venezuela
and Mexico. Promotionolthe manufacture
of communicaiaxs equipment, sepport,
service of expansica, operation and main-
tenance should compiement the develop-
ment of the iclecommunication i

luscrmulwnoulhulhe’l‘hndwmd
will be absorbing sbout 57 per cent of
globalinvestmentsin iclecommunications
by 2000, compared with 8 per cent soday.
Already China, Mexico, India, Brazil and
Argentina are in the world’s 10p 30 mar-
kets. To prevent overdependence on big
manufacuurers, ekecommunication devel-
opment should take plece with judicial
application and inxcgration of appropriate
technologices 10 the needs of the countries.
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Satellite
Communications for
CARP and Country

By HR Estrella, Jr.

Satellite-based telccommunications offers a secure
and highly reliable infrastructure that addresses the
unique gecgraphy andinformation needsof the country
in the most cost-effective and timely tmanner.

Telecommunications is an indispensable component
of CARP. Without facilities for easy and effective day-to-
day communications between CARP’s top body, the Preci-
deniial Agrarian Reform Council (PARC) and its imple-
rac¢nting national government agencies, their nationwide
offices, 75 provincial governments, around ! .360 munici-
pal/city governments, and 42,000 Barangay Agrarian
Reform Councils (BARCs), no ¢oherent program of im-
plementation is possible.

Everyday, the myriad of instructions, guidelines, re-
ports, consultations, follow-ups, etc., that must be ex-
changed amang these offices and their hundreds of thou-
sands of personnel and the millions of people affected by
CARP must be carried by a network that must be able to
“deliver the goods”™ at all times, under all conceivable
conditions.

Moceover, an effective communications network is
needed to transmit, disseminate, store and cxchange—
from Metro Manila to and from the remotest CARP
operations, and in a timely and error-free manner— infor-
mation on inventories, prices, costs, and other vital infor-
mation on farm commodities and inputs, the weather,
shipping data, etc.; the delivery of corresponding support
and social services; and economic and other relevant
developments.

Atthe moment, the government intends to alleviate the
country’s paucity in telecommunicazions (and, coase-
quently, meet CARP's communications needs) through
DOTC's Nationsl Telephone Plan. .. |

mmmtmdsmlmkby l9939dwwdmralcommu-

~ (Continued on P. 17)

exhibit organizers

President Corazon C. Aquino vecently lauded
Meeting and Exhibition Planners, Inc. (MPI) and SHK
International Services Ltd. of Hong Kong for holding
the International Exhibition and Conference on Tele-
communications Systems, Equipmentand Technology,
PHIL TELECOM 88, on August 30 to September 3,

1988, at the PICC.

Pres. Aquino said that
the establishment of a
strong democracy and a
healthy economy is contin-
gentupon anation’scapac-
ity to facilitate exchanges
of vital information which
defines our operational ef-
ficiency, panticularly busi-
ness, citing that telecom-
munications is the most
important link with the rest
of the world.

Pres. Aqguino aiso
stressed that efforts from
the private sector, such as
holding of PHIL TELE-
COM 8%, enhances the
country’s economic devel-
opment and productivity.
Aquino hoped that SHK
and MPI, will always be
supportive of govemment
programs for expanded
telecommunications links.
better technology, effi-
ciency, ar I productivity in
the system, .

To complement the
exhibition, . a conference
will be held side by side
witk theexhibition with the
theme, ‘Rusal Telecom-
munications Develop-
ment; The Catalyst for
Tnvestment Exnlosion and

Economic Growth”.
Exhibitors for PHIL
TELECOM 88 both for-
eign and local, include:
PLDT, Eastern Telecom-
munications Phils., Inc./
Cable & Wireless, Philip-
pine Global Communica-
tions, Inc., Globe-Mackay,
Corona International Inc.,
Island Telecommunica-
tions & Engineering Phil-
ippines Inc.,, AT & T,
Ericsson Telecommunica-
tions & Computer Tech-
nologies, Inc.,, GEC
Plessey Telecom, Olex
Cables, Philips Telecom-
munications & Data Sys-
tems, Standard Elektrik
Lorenz, Seba Dynatronic,
Krone, Canon Hoagkong
Trading Co., Lid., British
Telecom, Siemens, Aus-
talian Trade Commission,
Cincinnati Bell Informa-
tion Systems Inc., Bell
Associated Agency and
Vetronix, The Depart-
ments of Trade and Indus-
try, National Transporta-
tion and Communications,
and Tourism will also have
their booths during the
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Satellite Communications... ®

pities in Luxom, the
Visayas, and Mindpmse
through a digital wanemls-

Indicative of the Bigh costs,
loag lead times and sexvice
restrictions iaberec ia a
microwave  metwork,
NTP's initial facility, des-
ignatedas Traache 1-Phase
1, will provide oaly 61,700
ielephone lines in only 42
key development and ur-
ban cemiers in  Cental
Luzon, Southern Tagalog,
and the Bical region st a
costof P2.968 Billion (US$
139.364 Million).
Roughly, this wansiawes
into about P48,111 (US$
2,258) for every t=3ephone
ingalled. Our opinion is

_(Couinued fromP.9)

the: USS$ 139.364 Millionis
o 00 Befiy a em w0
cped for suach a meager
coverage.

If the government can proj-

Lions (0 aveas not presently
served by the public carri-
.

The alicrmative sysiem we
propose witl oaly coet US$
37.0 Million, wiil serve
ALL 1560 municipalitics
in the country, and can be
implemenated within three
(3) yean insiead of five.

Such alierastive sysiem
will wtilice stsse-of-tho-art
satellite tranemission and
reception. Such a sysiem,
comszidering existing sasel-
lise facilities will resultina
much betier  yet realistic
price/performance rstio
compered t0 microwave
&nd other land-based com-
munications technologics.
The lascst sasellite wchaol-
Ogy 1nvoives, among Oth-
ez, the use of transportable
small-gize microcarth sta-
tions toCover remoto areas.
These are easily installed
and can service remolc

TELECOMMUNICATIONS

Works and Highways
(DFWH), Trade and Indus-
try (DTI), the Land Benk of
the Philippines (LBP), and
the National Lmigation
Administration (N1A).

To underscore PARC's
importance in  the
government's scheme

of things, it bolds offices
essentially in Malacanang.
The Executive Comminee
and the Secretariat are lo-
cated at the DAR Head
Office in Diliman, Quezon

""...satellite based telecommunications
offers a secure and highly reliable
infrastructure that addresses the unique
geography and information needs of the
country in the most cost effective and

timely manner."

e

lnmm:nm»bmd

give the reader of the
immensily of the
Program’s communica-
lions requirements.

Tho top implementing

Aquino lauds..

teoratrd elecommnnicsa.

(Continued from P. 9)

InNinec aime ar punee 4l .

suarzniced  repatriation
investments, preforential
credits, tax and import
concession.

PHII TF1 FOOM RR i«

National Economic Devel-
opacal Authority
(NEDA), the Departments
of Agmrian Reform
(DAR), Agricuituze (DA),

ments (DLG). Public

City.

In the regions, the coordi-
cating offices are the Re-
gional Developmenl

In the provinces and char-
leredcities, the field imple-
mentors are the provincial
governors (also represcat-

Page 17

ing the Proviacial Dovel-
opmeat Council or PDC)
and city mayors, and the
provincial offices of the
CARP dcpanmatsts and
agencics, and the Provie-
cial Agrarisn Reform Co-
ordinating Committecs
(PARCOCOMs).

The Economic District

Al the barangay level, the
operative CARP office is
the Bamagay Agrasian
Reform Cosrcil (BARC),

O"'ERVIEW OF CARP
COMMUNICATIONS
NETWORK

The structare of the CARP
Commusications Sysiem
(OCS) network is of neces-
sty based on the CARP
crganizational and

dural sei-up.

{To be continzed
in the next issue)

INFONET Wordwide Services

BNONET
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Satellite Communjtions

Thisiothe anly spproach thet best mauts all
of CARF’ s comiunications reuirements,
Equally immporamt is et 8 VSAT oct-
work is less expensive, and can be imetalled
fastar an? som omsily G gRy Moesiial-
based comesmsisstions ryveem (sech ae
et plasned snderthe Nasions) Telsphone
Program).

and liaes conmectnd 1 sech bubs ia s radinl

INSTALLATION: Aguia, assumiag
thai the proper amas gements can be eade,
ths CCS Network Control Cester (NCO)
will be co-located ncar the DOMSAT
Maser Earth Sudion ia Antipolo, Rizal (If
ammngements cannol be mads with
DOMSAT, s ncw master eanh gation
would of course have 0 bs installed and
operated as pertofamuch biggernetwork.)

The NCC will be provided with the
Decessary equipment to handle the VSAT
network and & swilch 0 interconnect o
local operaling ocrworks, intemational
cammon carriery, and the computer oct-
works of CARP agescies.

In all of the foregoing, expert man.
power, whether from DOMSA T or those 1o
be supplicd by the VSAT supplics, will
Lhe CCS NCC.

The cwreat DOMSAT space segment
on the Indoocsian Palaps saseilite will bo
used, with DOMSAT chargiag CARP for
the CCS-utilized communication cban.
oels.

VSAT STATIONS: For each of the
locations of e CARP organizations, a
VSATconfigursed smalion will bs in-
salled.

A VIAT statioa can have any of thess

¢ Two trunk lines, each line connecied
10 either & voice diitizer with a telephone
set 00 & quUCrocomputer. Voice coamuni -
cations may be done during the day using
the telephone st and data transfer/receipt
cas e done at ught

¢ ‘Two trunk lines booked up 10 &
computzrized switch or PBX, u: the other
end of which are welephones snd micro-
compoers for use in the facilities of the
station.

* Any of the above two configurstions
b wuh o Televinon Receive Ouiy

"CARP now constitutes

the country's primary
economic development
effort . As the main

beneficiary of funds and
the focus of the
govermmen®® Hoslihood
activity, is now
virtually
GRAM for eur nation's
economic survivsl”

{TVRO) for recelving video sigmals oa
brosdcast mode from the CCS Network

nm.aammou SCHEDULE:
Assuming thet the nesded financixg can be
made available ia 8 timaly manger, 8 full-
acale asticnwide saieilite-based commy-
nications ostwork consisting of a litthe
more than 1,500 VSAT ierminals— or one
sach par mumicipality 00 maier bow
ramol-— can be completed within thres
(3) yeacs. This type of scheduls, which
would be impoiydis o @ land-based
microwave symem, caa bs sctiisved be-

(Continued from P. 9)
cause saellite lerminals do away with the
need for constructiog Lansmisyion Wowers
and poles and siringing lines,

INDICATIVII COST: A more star-
Uing sspect is that the com of putung up
1500 smsellits serminals— one cach per
mumnicipality 00 mager how remote, we
mpass- - will oaly come L0 some US$ 40.0
MilHon. This is bess by almost USS 100
Million thas s USS 139.364 Millioa that
is egrimnased for Tranche L, Phass L, of the
Natioasd Telephons Plan which, as earlier
sroed, will oaly be able to tervice 42
municipalities oot of the 1,500 natioawide.
COMPARISON BETWEENNTP AND
YSAT NETWORKS

Lest wobe mizundersiood, we hasiento
add that a sssellise-bascd VSAT network is
Dot meant 10 ba & substinue for the NTP,
Tha satellise- VSAT approach, we with to
ress, is insended 1o fulfi!t two foactions:

& a323bOrt-derm allzmative Lomeeung

"Once the CARP tele-
communications net-
work is installed, the
same can be expanded to
handle the over all com-
munication needs, not
only of government, but
of certain other impor-
tant segments of the

economy."
- e

the woefully inadequase communications

requirements of the greater portion of the
country; snd

b. as e maia commuaicstioos not-
work for CARP and large-ocale users (such
a1 the government, the &rmad farces, big
buginess bouses, miniag companies, trad-
ing fims, exc.) @ view of the VSAT'S
exursordinarily low-cost dats raosmission
capabilities.

The NTP, oa the other hand, is primar-
ily oceniod lowards providing icicphone
services w0 the geners) public in b
comuy's ramoter areas.  This will be
provided in he maarer at PLDT and
othor wdecphons carviers do at Lhe moment.
This expisins is exmemely much higher
capital costs and an implerentation period
of ot least 5 years, aaraing no problems
in miging the foreign funds 1w insnll the
whois sysiam zre eaccuriered, or mag-
mexie obencles and delays caased by insur-
geacy insarvens.

The two sysiomst, in short, are 0ot
incompatible with ssch other bot actually
sarve w0 bolster cach other in improving the
comiry's wosfully inadesosse elecom-
mamications services.

KXPAND THE CARPNETWORK TO
BOLSTER THE COUNTRY'S OVER-
ALL TRLECOMM UNICATIONS Cx.-
PABILITY
MMMWm-

beseficiery of funds sad the focus of the
govenmest's livelibood activicy, CARP iy
oow vistaally THE PROGRAM for our
A8tion’s economic servival

To seppart CARP's astionwide opora-
tions and ensure that the program does ROt
fall, the goverament must have 10 install of
Lhe eartiest a cationwids commuaications
with voics capsbilicics added caly m 2
support capabilisy.

Owr opinion is that aace the CARP
elecommunications setwork is instalied,
the same caa be expanded 10 bandle the
over-all commuaications sceds notonly of

T COMMUNICATIQNS

Lhe government but of certain other impor-
tant scgments of Lhe economy as weli such
a3 big business beuses with far-Mung op-
crations.

A uuly caticowide lecommunics-
LOoNg network COBLOWES 19 ¢ 1uda us ia s
of the universal accepuance thar such s
lacility is indispensable w0 (ho efficient
cooduct of all lypes of business operaions,
and oconomic development efforts being

CARP, recoguizing this, has accepeed
the fact thad its operssions 1 sacreed mast
be premised om its baving p sost-effective
RAtOE wide CORIORICALIORS Network wlil
izing a satelliso-based wchnology.

While not origing lly insended, ance the
CARP satzilite-based retwork is installed

Meirsgoatan Zomeeier

T 8L Seciecer §

88
)

the wemendous capial and maunenance
costs involved. Moat surely, the com of
cxpanding these Programs 10 the pout
where ey can (ulfili our Congressmen's
dreaa of providing “one Leiephone for
each munscipality” is ust economically
imposubie. A diflerent approach, adiffes-
ent type of iechnolog/, such as Uut indi-
caied by the use of YSATs, must be util-
ized.

Lhilizing YSATsas an initial sysiem 0
maet sur lawmakers' gorl of u lean one
iclephoas per muaicipality is a &oce prac-
ticable &cd economicaily feanble shart-
orm 3olouoa.

The cacoursgng thing sbout this ap-
mhum::hqunuy.vhm enough

N

and operating, the focility cas actmally be
expanded 10 serve arcas thas v not being
serviced by poesent camiers or ws being
sarviced at undely high, and complesely

2 butiness can be gea-
erabed in the arca being served by VSATY,
PLDT- or NTP-1ype facilities car. now be
iestalled in place of or W supplement Lhe

unjusifiable, rates,

In shor, without initially meaniog ©
achiave such an objective, CARP's saiel-
lita etwork will bring the country nearer
10 the goal of csublishing s natinwide
telecommunications “highway™ tha can
more adoqualely meet he noeds of agncul-
wnl, commercial sad manulacturing
firms, a3 well a5 thoss of the govenment
and il armed forces,

Saclliv communications, using low-
coft Very Small Aperture Terminals
(VSAT3), is capeble of psoviding & secure,
efficient, and readily inglalled sysiem even
mhmmlmm

Compared W any or land-
based links, yhether in the form of land
lines, cables or microwave, saicllics-bascd
sysicms coastitus a more com-elfective
abmroeti ve [rom almast sll smadpoints. To
demonstrue:

SBCURITY: Cablescan be cut, solea,
deszroyed aod will deteriorais Uroogh
aposars 10 the tlemests. Microwave
repester stacioas usually have to be lozased
ia isolsted zress, are mostly unmassed,
end (hus, vulssrebie 10 attacks by vandals
and insurgents.

The sacelllio ais bub is ia Manila and
can be very easily snd sdequesely pro-
wcied.  VSATs, ikewise, are locased
where s business is, and therefore can
also be better prosecied.

Security, aside from the iaherent supe-
istics, make it 8 prime candidaie © “leap-
frog” our davelopmant difficulics.

COST OF SYSTEM: The lstem
VSAT}, reprezont the leadiag edge io low-
cont, stase-of-the-art sesellies sechaoclogy.
On a poiat 10 poiat basis, and specially for
EIBOK OF SCTOSS-Waler Jocations inherent
inas archipeiago Like the Philippincs, here
is just mo w2y of comparing iactalleticy
costs withmicrowaveand other land-based
symems. Most purely, ths VSATS lower
COt par poiad serves is & formidable argw-
ment in favor of ks use.

EFFBCTIVE TEMPORARY FILL:
But more important, the sesof VIATs isan
immediass and cxtremely sffective fill-ia
for e telecommenications soeds of our
more rew.ois locztions whers thers the
service is grossly iaadequaie or kamliable
or mo facilities are preseatly availsble.

The National Talsphons Prograza and
the PLDT X.5 Program are long-warm so-
loticns 10 the country's seriows lack of
commemications. But whils sach pro-
grams caa dsfinisely provide the type of
mass-orieatsd services the genaral public
oseds, Lhey just as duflnisely cannot deli ver
such sarvices witiia the next five yesrz,
Such facilities are arieased lowards high-
m-umm

olm-dmhumﬂd
only (ar highly populsied areas 10 justifly

VSAT In many of e more
remots areas, the VSATs can be relocaicd
without much fugs W ouwr locauons re-
quinng immediale communications. Al-
lernauively, the YSATS are rewuned and
thewr yse direcied 10 data ransmissioa (or
the big-volume axrs {or which they arc
deflnitely much more eflicient and cost.
eflective Lhan thos: that can be provided by
microwave of radio systems used by other
camen.

VSAT?, berefore, can be vsed to blaze
the commusicauons val and brung tele-
COMMuUNIKCAU0NS 10 unserved arcas onud
the ume that the cary of the NTPor the X.§
can be justified

COMPATIBILITY: One notcwarnby
advantage of VSATs s tha ey we
compauible with theas auinting Programs.
Interfaces 10 weicphoncs, compuwors, aad
other communications iermisals cas be
built w0 the YSAT siations,

— R, ..
"CARP'S satellite net-
work will bring the coun-
try nearer to the goal of
establishing a nation-
wide telecommunications
highway that meet the
needs of firms, as well as
those of the government
and its armed forces."

mma - s

This complementation compatibility
means tha with YSATs acing as procur.
%00, 00 conflict or denger of wasied re-
sources will iniervens if the XS and NTP
are spoeded up. The echnical insegrity of
thess large-acale, long rungs plaas and
prosects remaia complescly intact whea
the lime comes 10 replace or reoriest the
useof the VSATs odaa trmsmission afies
ibey have performed their job of providiag
immedian communications 0 remoi
areas.

CAPABILITY OF CARP NET-
WORK: Todisabuse the resor whomight
have gouen tbe impression that CARP's
VSAT natwork is & small operation, the
possatial capacity of the symee (assumisg
coalinnous moduler upgrading of the cen-
tral earth siation) is 16,000 VSAT3, which
is more than adequass 10 headls full data
transmission for the wicle country,

Considering Uns towl capacity o which
the CARP musllito-based VSAT network
mhupnbd.uhilpomntmume
symem be considered i the couauy's
overall selecommusications deveiopment
planaing. Or, stased Otherwise, thatin such
melfart, our elecommunications authari«
tiss MUST [acior in msellise communica-
uong in its wtal program,
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wap into SIP funds, the resoutces would
stilt be insufficient for a programme the
size of X-5, according to company offi-
cials. Last year, they point out, ¥1 bil-
lion out of B 1.3 billion in earnings were
plouEhcd directly into operations.

PLDT is still noping to raise acddi-
tional money !hrougg a debenture issue
carrying an interest rate of 17%. Com-
pany officials admit, though, that they
may have missed their opportunity as
rates are heading Nigher.

While most expect the compaay to
get through its immediate financing di-
lemmas — even eventually relying on
some cieverly formated common stock
rights issue if need be — other bcutom-
line pressures are building. A coliective
barga:ning agreement now being ham-
mered out among management and the
Free Telephone Workers Union will
likely result in a wage bill increase as
stiff ‘as the 30% rise agreed in 1986.
Further, maintenance costs are rising
substantia'ly as much of PLDT's mixed
bag of international plant and equip-
ment reaches middle age.

he most immediate threat to profita-

bility, though, has been posed by gov-
ernment. The opening shot was the
November 1986 executive order which
for the first time subjected the company
10 corﬁorate income tax on gross pro-
fits. The crder also raised the franchise
tax that PLDT has to pay from 2% to
3% of gross revenue. &Kile the tax is
likely to be repealed by Congress on the
grounds that it amounts to double taxa-
tion on eamings. the . ning of the re-

eal is uncertain. In any case, the 35%

income tax now in effect is likely to be
replaced by a tougher franchise rax.

Even more critical w the future
health of PLDT is the government'’s at-
titude to its strangehold over the long-
distance buciness. Currently, PLDT de-
rives 70% of its B6.5 billion in revenues
from toll calls, most ot which are over-
seas. Last yzar, National Telecommuni-
cations (NTC) Commissioner Jose Luis
Alcuaz approved a reduction in_the
rates charged by the Philippines Com-
munications Sutellite Corp. (Philcom-
sat) to increase the motivation for
PLDT to provide better domestic seT-
vice. By manipuisting rate structures,
he told the REVIEW, the Aquino gov-
ernment hopesto reduce the availabilit
of easy long-distance fees to PLDT,
thus shaking the company out of its lax
attitude rowards lccal phone users.

Alcuaz' has another wecpon in his
regulatory arsenal besides -ate seitin
the power to award additiona
franchises for long-distance service. A
potential second international *“gate-
way” is being used by the NTC and its
parent, the Department of Transport
and Communications (DoTC), as a wure
to investors.

One serious contender has emerged
— the 40% Cable & Wireless—owned
Eastern Telecommunications Philip-

ines lne (ETPE ETPI
as formally tied an j
application.  But s
domestic operations
counterpart, Digitel, will
have to negotiate with the
NTC over haw much local
service it will provide
— and at what cost — be-
fore it secures a piece of
the long-distance busi:
ness.

The glc_wernmem's Na-
tionai Telephone Pio-
gramme (NTP) also rey~
resents a threat of sorts
10 PLDT. While an in-
crease in the archi-

s
Rayes: hostility.

. . N~
TN T A BN
e Voroes
Corporatie:.,
Philippine Terzcommur:-
cationy (nvestment Corp
(PT'C), which n turm
holdls 20.9% ol PLDT.

o While only the Marcos
' ostake was sequesterce,
{1 Sisun  vigorously uuus-
tiored the role ol tae
otier three PTIC
shareholders —  then
i PLDT president Ramon
i *Monching'  Cojuangco.
| Yuchengeo and PLDT
| general counset Anton‘o

S

pelago’s telephcie net-
work can only help PLDT (it may!
even pick up some ready-to-use infra- |
structure if DoTC cannot find other
takers), the fact that the government !
is spending what could amount to |
hundreds of millions of dollars, in |
part, to encourage de-monopolisation !
cannot be comforting. Nov can the |
frequent anti-PLDT jibes that eman- i
ate from the DoTC and the NTC.
~PLDT were ok with the Marcos Ad- l
ministration,” says DoTC secretary
Rainerio Reyes. “Things are different
now."” .
Government  hostility  towards
PLDT has not just been limited tc those
agencies with direct responsibility for
the telephene systemn. The now-embat-
tled Presidential Commission on Good
Government (PCGG) has also fired its
shots. A 1986 report prepared by PCGG

* Meer — and araued that
their shares oug! it 1o be saizew as well

The Sison repert aiso fuund evidence
that PLDT nonies  were  beang
systematically sinhioned ot by manage-
ment and that ~:cxbacks on procur .-
ment decisions were legton. Iy nn
controversial claim wias that West e
man telccommuaications giant Stemens
had won a US$S412.3 million X-+ corn-
tractin 1978, in part, by entenng into ur-
rangements protitable to Murcos. A
cording to the Sison rexort. one chuar-v
for largesse was Electronic Telenhone
Systems Industries Inc. (ETSL), 4y iy
venture Sieinens entered into with M.at-
cos. ETSI was sequestered for a while
by the PCGG. Siemens wis also ac-
cused of overpricing already substan-
dard equipment.

Siemens vigorously denies the
charges in the Sison report. a positio

Keeping it in the family

Dispersal of steck allows Cojuangcos to maintain control

hen Ramon “Monching” Coju-

angco engineered the purchase of
a majority stake in PLDT fromi the us
telecommunications giant GTE Corp.
in 1967, it was seen as a triumph of
Filipino nationalism. By brin ing con-
trol of this utility into the hands ot iocul
investors, PLDT would no longer be at
the mercy of profit hungry foreigners.
Filipinos, not a US corporation, would
then reap most of the benefits of
PLDT's near monopoly.

Two decades later, Filipinos from
housewives to executives of big local
firms are iheoretically benefiting from
Cojuangco's play lor PLDT. Asa result
of authority granted by former presi-
dent Ferdinand Maccos in 1973 that al-
lows PLDT to require new telephone
subscribers to acquire preferred shares,
it has one of the broadest public-owner-
ship bases of any PhilipBine company.

Of the 105 raillion PLDT shares —
valued al roughlg R1.49 biilion
Filipinos control 1.37%. This keeps
the company well inside the 60-40 for-

eign-ownership rules stipulated under

the Philippine Constitution. It also.
technically, allows Filipinos to profit
greatly from the company’s streg carn-
ings growth.

What Fi'oinos do not control, how -
ever. is a voting majority in PLD"
[ronically, that remains in the huanes
US institutional investors, Only =7
of issued PLDT stock carrics voung
rights. Of thatcommon stock. S1.6Y% 1y
in the hands of a changing castof US in-
vestment banks and portiolio mana-
gers. Accordingto Maniiu brokers, \w.-
thirds of the PLDT common stovs trie-
ing daily changes hands in New Yors.
not in Manila.

The US shareholders, who appear to
be mainly interested in PLDTasutenun
Philippines portlulio holding, are
fective at pressing whatever advez _.
thev have over the company. Onls i
blue-chip Boston investment house
Brown Brothers Harriman and Co. con-
trolled more than 3% of PLD T conuren
stock. 1s of February 1988, while v
smaller US firms — Sigler & Cn.. Koy
& Co., Grace Church Co..s. C. Orr
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backed by a subsequent PCGG study
undertaken by Mario Locsin and Benja-
min Guingona. The Locsin-Guingona
report oniy supported Sison in his find-
ings that PLDT had deliberaiely failed
to remit foreign-excha~ge earnings in
1985, a common practice among Fhilip-
pine companies at that time. “Sison’s
people exirapolatzd evidence,” claims
one source close to the Locsin-Guin-
gona investigation. “They didn't bother

to check their facts.”
O ne senior Aquino government offi-
cial has another explanation for the
extreme differences in tindings. He told
th« REVIEW that the Locsin-Guingona
report was orchestratzd by Antonio
Ccjuangco as part of an effort to main-
tain control of PLDT. Arother well-
placed official close to the presidential
Ealacc said that when all « f PLDT was
uriefly sequestered in 1980, Cojuancgo
“pidled out the stops” to use family con-
n¢ .tions to convince Aquino that de-
spite questions over his father's re-
lationship with Marcos, current man-
agement was the only one capable of
running PLDT. Despite numerous re-
quests, Cojuangco refused to be inter-
viewed for this article.

While its pedigree is p-obably
enough to ensure that PLDT would
have problems with any post-Marcos re-
gime, Agquino government officials
argue that a number of abuses related to
procurement and customer service con-
tinue. The culture of privilege that
evolved during the Marcos era is going
on more or less unabated, they say.

A number o same g e e e
major PLD T sharehoiders, sucr us the
Yuchengco fanuly—ontrolled Milayvan
Insurance Co., still benefit from con-
tracts  granted under Monching
Cojuangco. So do sequestered firms
that supply equipment 1o PLDT,

I such as Southeast Asia Corp. PLDT of- |

- p

ficials insist that these are arms-length ‘

deals.

Suspect business practices flourish at
the lower echelons. [f anything, the cost
of obta‘ning a phone without standing in
line is going up. Immediale service re-
quires a bribe of 15,000 on top of the
regular charges. Wiia demand outstrip-
ping su'pply. says oae senior govern-
ment official, “rhe potential for graft re-
mains practically unlimited."

Despite the catalognie of complaints
about it, PLDT's fu'ure dominance
over the telecommunic :tions sector is
not realiy threatened. Post-Marcos ef-
forts to directly eviscerate the firm
have failed, apparently because of
Cojuangco and Yuchiengco's skill in di-
minishing the bureaucratic threat by ap-
pealing to the president herself,

Further, with the brid(geheads it
holds in Manila -- where 85% of al! the
phones are currently located — and
other important regional centres like
Cebu City and Davao, PLDT remains
able to fend off — or at least make life

viry expensive for — NTP interlopers. !

The lack of trained manpower also
works to PLDT's advan:age. It com-
mands virtually all the skilled telecom-
munications workers who have not mi-
grated in search of higher pay. a

& Co. and Hare & Co. — held 2-5%.

The largest block of issued voting
shares held by other than Filiﬁino and
US stockholders was in the hands of
Hongkong & Shanghai Banking Corp.
nominees — just 2.75%. This overseas
diffusion of common steck has allowed
the Cojuangco family and associates to
maintain their grip over PLDT through
the Philippine T=iecommunications In-
vestment Co (PTIC). The PTIC
owns 24.95% of PLDT common stock
— amere 3.69% of the total shares out-
standing — but controls all 11 board
seats.

v of the 11 di-
by the Presi-
dential Ccmmission aa Good Govern-
ment (PCGG), despite the government
watchdog body having coatrol of the
largest single stake in PTIC. The PCGG
seized control of Prime Holdings Inc.,
the registered owner of 46% of PTIC
shares, after Marcos associate Jose Y.
Campos admitied in 1986 that the firm
was a Marcos front company.

The other nine board members re-
main appointed by the three sharehold-
ers who togcther have majority control
of PTIC: the Cojuangco family (44%),
PLDT board chairman ~Alfonso

Yuchengco ¢7%) and PLDT chief coun-
sel Antonio Meer (3% ). The PCGG has
also failed to press for a role in manage-
ment — all of PLDT's tcp officials were
appointed before the transfer of the
Prime Holdings stake 10 government
hands. )

While sc.ne Filipinos besides the
Co‘j_uangcos and their associates are be-
nefiting from the current share structure
— those who hold the remaining
16.15% of the common stock -- the vast
majority are receiving liltle from their
required preferred PLDT shares.

oiders of preterred shares have no
representative in management or say in
company affairs. While they do receive
2 10% semi-annual dividend on thei
Subscriber Investment Plan (SIP) re-
quired holding, the value of these shares
hes not appreciated. PLDT common
stock with a par value of B35 is selling at
around PZOE. yet the preferred shares
remain valued by the market at their par
value of R10.

Three members of the Philippiues’
House of Representatives have intro-
duced a bill to abolish the SIP, arguing
that it has allowed PLDT forcibly to
raise cheap money from its subscribers
while providing an insufficientreturnon
investment. — Jonathen Friedland
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