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EYerything that kd to PAICOP 
~ws motivdted by a Rural Bank hying to find a cwy 

ofsaving rr credit program fi fm. 

-RUPI Bank of Pandm 

"Wah man miy IUM ug kagamim nkgipoo tungod 
5urrmongKitdsaPAICOPug~ rmuryongpagtagadkanamasa RvralBmrk$Prmabo 

sa pagpdutang k a ~ m o  Mkrangkun kami ugynta ug b a l ~ ,  1una.gamit sa M q ,  ug triskeL 
B&ng ang a m g  mgd a d  dali &uha ug lam pam sa negmyo sa RB P&" 

CWc how m propvfics b r f m  but Uucigh incorn from PAICCPnndpimVy &if from am/Bmk 
of Pombo m nem obk to oc~vim house nnd bt. arMitiioml r i a  hnd. hocar qpplhces, nnd fricycks. 

Cw  chi^ am e ~ n  an111 o f  o  hi^ lmn from RB P A .  9 

- F m r  Members o f  PAICOP 
October 23.1998 



The Integrated Rice Commodity System of Panabo Apro-Industrial C o o p t i v e  (PAICOP) impressively. i n c r e a d  the collecnon 
rate of Rural Bank of Panabo in lending to small rice farmers from 77% before PAlCOP to almost 10096 over the I2 yean of its 
operation. 
As an integrated rice commodity system. P.%ICOP operates by intermediating lending of RB Panabo to indiridual fannm with the 
requirement that they deliver their harvest to their cooperative as loan payment. P.%ICOP provides pos t -hwat  <acilines such as 
huck hauler, dryer, rice mill and marketing assistance. This eliminates reliance of farmers on pnvare mden-lenden who normally 
profit more than the farmers and assures RB Panabo of an efficient collection. 

HISTORY 

In 1986, RB Panaboorganizedapartnership with farmers to implement an integrated ricecommodify syslem &IOU& a*iorporative" 
h o w n  as Panabo AgmIndusmal Corporation (P.UCOR) to provide an interim management control needed to protat h e  bank's 
investment A corporative is a SEC-registered corporation that operates like a multi-purpose cooperative thmugh an rnteyated 
commodity system with 55% of the authorized capital subscribed by an entrepreneur and the balmce of 45?% subkzbed to by a big 
number of individual farmers producing a common crop. The entrepreneur (RB Panabo) comrnlts to divest or dilute his shares in 
favor of farmer members who, likewise, signitj their intention togradually buy out the shares held by theenueprcneur upon p n i n g  
more capability, confidence and resources. 

To make it more profitable and m l y  pro-farmer, P.%ICOR was dissolved in 1992 and changed to a cooperao\e. hence. the m t i o n  
ofPAICOP. Theoperation of PhlCOP ischaracterized by pro-membcrpolicia of its officers and pro-her bormu-ercommiment 
of RB Panabo. The farmer controlled board of directors only receive an honoranurn of P250 per meeting evep  q m e r  while RB 
Panabo subsidized some of its administrative expenses and extended loans on land acquisinon, farm inrplement livestock. 
providential loans and for the working capital of PAICOP. 

PAICOP was identified as a leadcooperative for the Grains Center ProjectofDA-Nr\FC and for the BPRO\+D RjceCoopcratives 
Project of LBP. In late 1997, it was granted a P 3.48 M fixed asset loans under the Grains Center for the acqutnnon of a new rice 
mill, consrmction of new warehouse and acquisition of additional hauling rmck payable in ten yean uithour interest. In September 
1998, it signed a memorandum of agreement with LBP and LBP assisted fanner's cooperatives or primaries under IIK B P R O \ T D  
Rice Coops project to be the latter's marketing arm. LBP will continue providing production loans to these pnmaia ,  however. 
working capital loans will be transferred from the primaries to PAICOP. These arrangements with D.4-SAFC and LBP mll double 
PAICOP's capacity from 600 hectares in 1997 to 1,200 hectares in the second quaner of 1999. P.4ICOP ensurrs mafchlng its post- 
harvest capacity to the financed farmers production volume to safegmrd against service qualify deterioration. 

REPLICATION 

To replicate an integrated rice commodity system for 500 hecores 
of palay production patterned after P.UC0P will require an initial 
investment of P 26 M. Two million or 20% of the total fixed assets 
loans will be equity to be raised by farmers over an initial period of 
two yean. While the farmers are building their equity, existing 
post-harvest facilities ofprivate millen can be rented in the interim. 
Individual lending to farmers w i t h g m t e e s  from thecooperative. 
however, is vital to the approach of RB Panabo in keeping farmers 
individually and directly liable to thebank and also in lending to the 
cooperative without going above the single borrower's limit 
Financing for production loan, fixed asset acquisition and working 
capital beyond the rural bank's capacity can be accessed by the lead 
cooperative directly from LBP and DA. 

The greaten challenge for rural banks in replicanng the integrated wrmnodrty s y n m  approach IS bulldmg the lad cmpaanve unda 
standardmanagement system andptocedures Orgamnng anew coopmnve 1s ntal in installing a wr of nandard bunnar  philmophla 
and strateges that PAICOP follows. As it expands, the cooperative wll  provlde the rural bank b~gger lending coporrmna wthout 
the usual management problems common to new and mggl lng  cwpermves PAICOP has proven all this 



%success o f P ' P c m  be dmihted to rhe e&nw cdldwation krmarn 
fmmen, nangcnmrment agmck, DA, LBPrmd RB PaMba 

in itc concern a the &imiy of credit to the uplijmmt offanner's living condition." 

T ~ r a l  BMkr sbodd rrplicpu 
the integrated commodity w t e m  approoch qf 

PAICOPas initirrted by RE P& to make d t  ro f m m m  morr &-taw." 

-MamLivrkM.Ho 
%mrhNbmgcr.LpndBonk,(hmbo&rach 
October 23,1998 



I .  HOW PAICOP STARTED? 

A Collection Problem 

It started as a loan collection improvement initiative of Rural Bank of Panabo to small rice farmers. In 1985, RE3 
Panabo suffered from an average past due rate of 23% in lending to small rice farmers. The bank was losing gven 
its high supervision and consultation costs with only 6O.6 maximum interest spread on rediscounting allowed by the 
Central Bank of the Philippines. 

Discussions with farmers revealed the reasons for their incapability to pay their loans as shoun Table 1. Farmers 
have become heavily dependent on traders in terms ofpost-harvest facilities, market for palay and for providential 
loans which make traders more profitable but put the farmers at a losing end. Traders have an efiicient collection 
from farmers because they have the facilities to collect in kind. In short, they have primary access to the income of 
farmers. 

Integrated Rice Commodity System 

It was during these discussions that an idea of an integrated rice commodity system was formulated to provide 
farmers access to facilities from loans, hauling, drying, milling to marketing, disposing reliance on traders. Tlus in 
turn facilitates a collection in kind system that assures the bank of a 100% loan collecnon. 

The Struegies 

A corvorafive: PAICOR 

A cooperative and a corporation were considered in organizing the partnersh~p between the iarmers and the bank. 
Farmer borrowers proposed a multi-purpose cooperative for RE3 Panabo to finance. .Although. RB Panabo finds the 
cooperative principle of incomedistribution through patronage refund and capital dividends beneficla1 to farmers. the 
bank's Board of Directors opted for a corporation since this will provide the interim management connol it needs 
to protect its investment. A corporation provides consistent management unlike massive failures of cooperatives due 
to yearly change in officers and manager. The one-man-one-vote principle ofcooperatives was deemed too risky 
in protecting the bank's investment due to its political instability specially in the observation that its otKcns were 
elected based on popularity. 

The issue on management control was resolved when farmers themselves commlned to participate in the project with 
the condition that RB Panabo commits to manage it. Likewise, RB Panabo committed to manage the corporation like 
a multi-purpose cooperative in all aspects, except for equity distribution and management connol. Thus in February 
1986, a "corporative" laown as Panabo Agro-Industrial Corporation (PAICOR) was created with RE3 Panabo and its 



individual owners owning 55% of the P Ibl authorized capital. It is a fast-track approach to famers' bankabllity 
through a real partnership between RB Panabo and the m a l l  rice farmen. 

PAICOR initially operated with small integrated facilities worth P 440,000' for 400 hectares irrigable Land tilled by 
168 small rice farmers. Operating capital of P 2 b1 was borrowed from several individual ounen of RB Panabo. 
Production loans, however, were extended direct to individual fanners due to the DOSRl limitations unposed by the 
Central Bank. Processing and follow-up of loans was done by Farmer Imgaton Group (FIG). RB Panabo provides 
management intervention on staffing, policies and internal control procedures' . Profit was generated b e p i n g  on 
its second year and cash dividends were declared. The 1096 net return on the investment of RB Panabo was 
satisfactory compared with its net margin on extending loans while investment in PrUCOR 1s htgher compared to 
interest on bank deposits. However, high interest and tax expenses affected the profitability of the corporanve 
resulting to a 3% average ratio of net income to total sales. 

A coooerative: PAICOP 

To increase profitability, the corporation was dissolved and 
converted into a cooperative named Panabo Agro-Industrial 
Cooperative (PAICOP) in April 22,1992. RB Panabo became 
an associate member. Table 2 shows the primary reasons for 
the conversion to PAICOP. 

Characteristic of PAICOP 

Traders admire the way farmers patronize PIUCOP. It is 
efficiently managed with pro-member officers and 
participating members unlike other cooperatives which suffer 
from mismanagement due to officer-incompetency, lack of 
internal control and pro-officer management style. Officers 
are only receiving an honorarium of P 250 per meeting per 
quarter. Farmers are directly liable for their loans from RB 
Panabowith guarantee from the cooperative through the FIG. 
Unlike other cooperatives, PIUCOP actually distributes 
dividends and patronage refunds to members. 

The pro-famerlborrowen commitment of RB Panabo 
significantly characterized PAICOP's operation. Compared 
withother cooperatives, it provides low interest loans at 2 1% 
effective rate per annum. It extends other assistance in the form of subsidies on the salary of manager. a pomon of 
the staff salary, a portion of rent and utility expenses. Management expertise pro\lded by RB Panabo at the start of 
operation outlines the success of P.-UCOP. The current manager, treasurer, officer-m-charge and credit technician 
are competent persons from RB Panabo. 

Tame 2 
Reasons for Conversion to Coop.ntivr 

m Farmers are already capable and coofident 
in managing the organization. 

m Farmers are already disciplined m paying 
their loans and pauolllzmg the 
organization. 
Operations and policies arc ,Wly iarralled 
and stable. 

.P Better distribution of mcome due t 
patronage refunds. 

m Limitation on caplral holdmg for every 
member (20%). 

m Exemptions on ma  and prrquaMcanoo 
bidding requirements on busmess 
transaction with government ageocles 

m Oppomnities for government sstance.  
i.e.. pos t -bes t  assstance of D.4 and low 
price fmancing progam of LBP. 

'includes an lsuzu Elf 5-tonner ruck, ? hectares of lndusmal land. a 5.000-bag warehouse and a 1.000 iq- WCI 

solar drier. A mini-rice mill worth P220,WO including installar~on w a  bought on mnaflmcnt o v u  a year. 

'RE Panabo's manager selves as presiden~ and manager of PAICOR on a part-time bass v h ~ l e  a -cd RB Panabo 
Staffwas bdnsfened to PAICOP as Officer-a-charge. Five of the nine directors were fmm RB Panah.  



Because of its strong leadership and management, PrUCOP was identified as the lead cooperatwe for the Graim 
Center Program of DA' and for the Integrated .Marketing and Producrion Opportunities for the Yiabiiiy and 
Economic Development (I.UPROVED) of Rice Coops Project of LBP (See . h e x  .4 and .-ex B for details) which 
expands its operation and membership to primary cooperatives (primaries). As the lead cooperative. it seves as 
marketing arm ofparticipating primaries under the financing program of LBP and as collection ann of LBP. Worlong 
capital for trading will now be discontinued by LBP for these primaries and given to PAICOP instead but production 
loans will still be directed to them. As of October 1998, two primaries had registered as associate members' of 
PrUCOP. As associate members, they will enjoy all the benefits of regular P.AICOP members except for ~ $ e  nght 
to vote. They were even entitled to one observer seat in the Board. 

Grains Center Program of DA 

In late 1997, PAICOP was granted a loan of P 3.48 M fued asset loan for ten years mithout interest for rice mill, 
warehouse and additional truck. This is through National Agriculture and Fisheries Council ( S M C )  whch is Dh's 
main agency for coordinating private sector pamcipation in the development ofagriculrural and fishery sectors that 
function as consultant, implementor, and fund generator. Consrmction of 10 slots of solar d q m  and 4 units of 
mechanical dryers valued at P.9 M was also implemented through the office of the provincial agriculmist ofDavao 
Province. It also received congressional assistance worth P . 1  M. from then Davao Province Dismct > Congressman 
Rodolfo del Rosario. 

IMPROVED Project of LBP 

An application for a loan of P 13 M working capital and P 3.5 M fixed assets to LBP was approved by the board of 
directors of PAICOP as part of its expansion program. Mortgages for said loans include land tides and buildmg and 
a forward truck. LBP committed to expand the present volume of production loans they extend directly to theu 
assisted primary cooperatives. 

The above arrangements are expected to double PrUCOP's capacity from 600 hectares in 1997 to 1.200 hectares in 
the second quarter of 1999. It is expected to make small rice farmers and their primary cooperatives competitive 
and profitable by eliminating reliance on traders, middlemen, processors and retallen that normally gets 40% of the 
wholesale price. An actual test conducred in October 1998 proved that fanners earn more ~ 7 t h  P.UCOP compared 
to selling directly to baders. See Table 7 of h e x  C for the result oithe tea. 

' ~ l t h o u ~ h  PAlCOP ~mmed~ately acceprcd the proposal for a Grains Ccnm. 11 took DA 4 !can to convince iamvr 
members who were apprehensive at fim on the effect of the p r o p  to the flow of opcrauon of the coopennve This manlfarr 
the democnhc control and prc-member officer's policy of PAlCOP 

4 
The other four primary cooperatives shon-lined by LBP are reluctanr to join P.UCOP becauc 11 would dounscaic 

their buying operaion. Others are on a wait-and-= m. 



I FINANCIAL PERFORMANCE 

The operatio0 of the &gated mmmdiy systen~ is 
profitable. Profit was generated and dividends were declared 
b e g ~ ~ ~ g  cm its secaad year. Increasing yearly dividends and 
patmaage refimd give farmen a stable source of income 
specially if they experience fluctuating sales due to depressed 
market prices. It eams more compared to ordmary savinp 
deposits. Likewise, the 47% average ratio of net income to 
paid-up makes investmmt to PAICOP more profitable thao 
interest 00 bank deposits. Exempt100 6om tax increased 
average net inunne to sales to 6% compand to the 3% before 
the dutl to cooperative. PIUCOP has enough mames to frmd 
its operatio0 and farmers are gaining capability to finance the 
cooperative as shown in the declining capital share of RB 
Panabo in fivor of the famen who presently cnvn 86% of the P 3,376,660.04 paidup capid in June 1998. Table 9 
of h e x  G shows the Financial S t a t e m  of PAICOP. 

As an Invatmrnt and Borrower of RB Panabo 

Loans to PAICOP posted an average share of6% and 4% in the gross interest in- of RE Pauabo b e h e  (1992 to 
1995) and A e r  (1996 to 1997) it branch out. The lO%net rehim ofthe P 400.000 inver;tmed ofRB Panabo to PIUCOP 
is high compared to its net margin on lending in 1997. 

The P 4,320.57 per month cost of subsidies (based an 1997 
cortbng) of RB Panabo to PNCOP is amply covered by the 
bank's income 6orn lending to PIUCOP witb an almost 100% 
coUection rate. The volume of aggqate Im releases to 
PAICOP increased by more than 50% 60m 1992 to October 
1998. Aside from producrim loans and working capital loans, 
the bank also pmvides I u m  on land acquisiricm, pmvidmtjal and 
farm implematts. Table 10 of A M ~ X  H show the loan releases 
to PAICOP and its members. Ahhougb uoseeured loans, the 
bank is assured of repayment by farmers due to the Loan 
Repaymeat Guarantee Fund (LRGF) and the liabtldy of the 
Farmer Irrigators Group (FIG) to pay their member's loan. 'Ihe 
FIG is liable to pay 5% ofthe principal ammnt ofthe loan &d~ is saured out fmm itz orm ravings (TI0 per ma& 
for every member) while the LRGF (see demiptim 00 page 6) guaramees to pay 95% ofthe loan princrpal am- 
by withdrawing from the LRGF savings depanted at RE Panab. As of S e p b e r  1998, the taal LRGF colieaai 
amountst0 P384.547.42. The volume ofdeposits ofPAlCOPaod ik nrembers increased byrmrrthan 60% f h n  1992 
to 1997. Table 13 o f h e x  I shows the depasds (savings) and capital buildup of PUCOP and irs menbas wim RB 
Panabo. 



The sections outline the factors needed to mobilize an internid comm&jn n s t m  panad afia 
. , P N C o P  Presentation highlights the factors contributing to the r"ccess of p a c o p ,  

A. Area 

I 
P m P  covos a total of 714 hectares of irrigated land ulih an avenge of3 hecures member Majority is located 
In Carmen, Davao Province which has a larger area of irrigated land. 

i Learning from the experience of PMCOP, it is best to stan with 500 hectares irrigated land and as much as possible 
compact in one area or located near the cooperative warehouse to avoid higher cost on hauling. 

B. ,Wembers 

Members of PAICOP are old clients and good payers of RB Panabo since 1973. There was a 11% dmease in the 168 
pioneer members due to mortali~, migration and change of crop. At present, however, it has a total of 222 farmer 
memberj with an average inc~ease of 4 members every year since its operation in 1986. 

The impressive membership of PrUCOP is attributed to the important role of the FIGS in the selection and procasing 
of 
members. Th~s  ensures good membership since the farmers themselves know the background of the appl:cant. 

Table 3 
Yanbership Criteria and Pr-ing Sysmm 

rmer membreveal  that PAICOP improved their economic status as well as their social status in the community 
my of them were able to purchase land, house appliances, tricycle and jeepmy, build a house, divers]& to other 
inesses. and send their children to goodschools and colleges. They were not anymore dependent on traders for farm 
its, loans and market for palay. Saacof their children were able to acquire commercial loans from RB Panabo. 
nembers of PAICOP, they were highlyngarded in the community. 

w c e  and Management 

cooperative, PAICOP has the general assembly as the hlghest pohcy-mabng body. It has 11 acnve board of 
m, tbnc of whlch are from RE% Panabo, that conducts meefmg every quarter. Acnvlhes are outl~ned by SLX 

'w. Arme D and Annex E shows the organuanonal structure and specific funchons of the c o m r m ~  
ively. The cumnt manager serves on a pat-nme bass leavmg dally management to the officer-m-charge and 
ler regular employees wth supemston from the trcwum, who IS also the general manager of RB Panabo 



Contractual laborers are hired for hauling, drylng, and milling of palay. 

The key to the sound management ofP.4ICOP is the effective application of business philosophies of RB Panabo at 
the start of its operation. Close supervision by the bank's officers and a credit technician ensures continuos eificiency 
in its operation. 

D. Systems and Procedures 

D.I. Production Loan 

Individual lending to farmers with ,%rantees from FIG (5% of loan principal amounts ) and from P-UCOP's LRGF 
(95% of loan principal amounts) are vital to the approach of RB Panabo. This will keep farmers individually and 
directly liable to the bank and enable the bank to lend to PMCOP without going beyond the 25% of nenvonh single 
borrowers' limit. 

Only one credit technician supervises the processing and-releases of production loans of 222 farmer borrowen from 
PMCOP, who also handles the agricultural loans ofthe bank's other branches. This efficient supenis:on is amibuted 
to the FIG that coordinates application and processing of loans. 

Table 4 
Process 01 Loan 

klldr ofFlG. -4 of nrmbcrtup -- n d  
I- con-: for lpubol6cr 

Deductions 

LRGF 

The LRGF was created as a risk guarantee for payment 
failure of farmers. One percent of the principal amount is 
retained under LRGF. In case of w~ite-offs, the FIG is 
liable to pay 5% of the principal amount while the rest is 
charged to LRGF. RB Panabo waives interest and penalty. 
To date, only one farmer's loan was paid out of this 
guarantee system. 

Capital Build- L'p 

The required capital share born farmers is P500 
per cropping. This is paid through deduction from the 



principal loan amount and the balance is deducted after harvest from sales proceeds 

Collection 

To pay their loans, at least 70% of the total harvest of farmers must be delivered to P.UCOP uslng ~ t s  post-harvest 
facility. PAICOP deducts loans from the sales of palay. 

Due to increased confidence on PXICOP, some farmers are observed to deliver even more than 100% of their hasvat 
because they allow inclusion of harvest of their neighbors who are non-members into their deliveries. 

D.2. Purchasing of Palay and Selling of iMilled Rice 

In purchasing palay from farmers, PAICOP follows the prevailing price from among rhree biggest competitors. The 
farmer informs PAICOP ofhis harvest schedule, sets the day for hauling, and gets sacks from P.UCOP. He c o n f i s  
on the scheduled day itself and PAICOP sends its truck to the farm site to haul his harvest. The warehouse sqen i sor  
then weighs the palay and issues weighing slip which will be presented by the farmer to PrUCOP Ofice at the RB 
Panabo Building for issuance of a purchase invoice. From the sales, P.4ICOP deducts loan and other accountab~llties 
of the farmer. The balance from sales is paid in cash by the teller of RB Panabo. 

Currently, PAICOP has I5 regular wholesale buyers both in Davao City and Panabo. It also serves several retailers 
in Panabo. To capture higher price, PAICOP keeps dry palay as inventory until fast milling is done whenever selling 
price goes up. 

0.3. Internal Control 

The eeasurer controls d~sbursements of the officer-ln-charge who has no peny cash fund. 50 cash mnSaChOnS are 
done at the PAICOP office and all d~sbursements must be through elther withdrawal slip or check ~ u u e d  agamt the 
PAICOP account at RB Panabo 

Effective monitoring of the business transactions of PXICOP is easily done since its ofice is located within the 
building of RB Panabo. 

D.S. Project Cost 

To replicate an integrated ~0IMIodity system patterned after PAICOP, an esnmated initial investment of P 26 XI 1s 
required to service an initial production base of 500 hectares. Two million or 20% of the total fixed assets loans u-111 
be equity to be raised by farmen over an initial period of 2 years. While the farmers are building theu equity, exlmng 
post-harvest facilities of private millers can be rented in the intmm. Financing for produchon loan. fixed asset 
acquisition and working capital beyond the rural bank's capacity can be accessed by the lead cooperative directly from 
LBP and DA. 



Table 6 
Project Colt for Replication 

Note - 
P 8 M f u e d - & + P 1 0 M W ~ q C a W - ( S B L o f ~ R ~ B a o h a 2 5 X d ~ l = F n a ~ q a ~ ~  
aasssed horn LBP a M  O A W C  3y iha CCQPEtahn, 

Most rural banks suffer low collection rates from lending to small farmers concluding that they are not bankable. R u d  
Bank ofPanabo has proven that farmers are bankable if provided with a wholistic system of senices other than financing 
through an integrated commodity system. 

The greatest challenge for rural banks in replicating the integrated commodity system approach is building the lead 
cooperative for two years under standard management systems and procedures. Or-mizing a new cooperative 1s v~tal 
in installing a set of standard business philosophies and strategies that PXICOP follows. .As it expands. OK cooperative 
will provide the rural bank bigger lending opportunities without the usual management problems common to a new and 
struggling cooperative. 

Other rural banks who might want to replicate integration with a different product must basicaliy come up ~ 7 t h  an 
integration model with a focus on finished products. 



ANNEXES 



A i i X  A 
THE GRMXS CEhTER 

EXECUTIVE SUMMARY 

Objectives 

General: To achieve sustainable agricultural development through economies of scale and bg brother approach 

Specific: 1. To group together agricultural cooperatives within a duster area to wmprise one (1) grain center 
2. To wnduct an inventory of existing facilities and evaluate financial standing of each cocperative 

and to idenbfy their priority needs. 
3. To provide necessary support services. 
4. To cushion the adverse effect of price fluctuation of pafay and milled rice. 

Mechanics of Implementation 

1. Organization of Grain Center 

Agricultural cooperatives located in area proximate to each other would be group as one grain center of which it is 
strategically located. 

Phase I a. Sto. Tomas Gram Center Sto. Tomas Development Cooperahe (STDC) 
b. Tagum Valley Gram Center Davao Federatron ot Free Farmers Coop (DFFC) 

Phase II a. Asuncion Grain Center Dona Andrea ARB MPC (DAARBEMCO) 
b. New Corella Grain Center New Corella Fedn. of ARB imgaton Assn.(NECOFARBIA) 
c. Comval Grain Center Nabunturan Integrated Coop (NICO) 
d. 'Panabo Carmen Grain Center Panabo Agro-Industrial Cooperative (PAICOP) 

'They have already started serving 9 FIGS with a total number of 460 has.. total membership of 325 and having a 
potential membership of 15 FIGS covering Panabo and Carmen area. 

2. Management of the Grain Center 

The Grain Center will be managed by the lead coop having competent management capability and currentty 
engaged in processing and marketing of palay and milled rice. 

3. Support Services Needed 

a. Production Loan P 49.370.200 
b. Working CapitaUMarketing P 151.318.744 
C. Post-harvest Facilities P 84,082,375 
d. Communication Facilities P 1.642.277 
e. Technical Assistance DA-LGU. NFA 
f. Marketing System Continue serving the existing market of me cent-, thru 

DAFEDACO as marketing ann for outside market not served by 
the center and seek the assistance of NFA thw its linkages 

4. Identified Source of Funds 

a. Land Bank of the Philippines (LBP) 
b. DAFEDACO/ACPC 
c. NAFC 
d. DCB 



e. QUEDANCOR 
GRAINS CENTER APPROACH IN THE RICE INDUSTRY 

The desire of every cooperative movement is to derive more profit and provide efficient service to 
its members. It is in this aspiration that cooperatives, regardless of its location and status, work 
to attach itself with one another to seek out solutions to common needs. The objective is to 
capitalize their strength towards attaining the economics of scale which is regarded as the focal 
point to attain the much coveted growth. 

It is in this context that the GRAINS Center COnCeDt is develo~ed. drawina the line between . . 
cooperation and Competition as cooperative conducts their operations and busiiess consistent with 
their aspirations for growth. A Grains Center is established by strateqicallv cfusterina cooperatives 
committed to help bne another. As clustered cooperative diffe; in itatus, therole of each 
cooperative is defined on the notion of 'big brother approach" to eliminate unprodudive 
competitions. One stronger cooperative has to lead and the rest will function as the production 
units or primaries. 

The step will facilitate accumulation of the desired volume of products to be marketed (rice in this 
particular program), conforming to market standards and dients' requirements. The approach will 
also simplify identification and availment of specific facilities each of the cooperative necessarily 
needs, doing away with underutilization and white elephant projects which usually drains their 
resources. With a social responsibility, Grains Center will also help cushion the effect of rice price 
fluctuations given the possible volume it can accumulate. It helps not only the farmers but the 
consumers as well. 

Although the concept is more inclined to focus on rice marketing aspects of the business. the 
production aspects is also inseparably taken cared of. In the total picture, the program provides 
convenience to stakeholders in the industry. Government assistance programs to farmers in all 
aspects of the industry can easily be facilitated knowing who needs what. Complications usually 
associated with prioritization of project implementation will be held to the minimum. 

Prepared By: 

MARIO F. CORCOLON 
Provincial Agricultural Officer 
Davao Province 

Date submitted to PAICOP: 



ANNEX B 

IlMPROVED Rice Cooperatives 

CONCEPT 

As the counby enten the year 2000. the bank must keep abreast with changes bmught about by mmpeWn. economic 
factors, mnov~allons. etc. !n order m sustain the vtaailrty of I$ operabons. Bank strategies adopted over the yean 5ave 
to be 1mDroved wtmout sacnfic~na the social mandate bat LANDBANK exists for-as catalyst to munbvsrde aevekpment 
In view of this aspiration, the unic(in cooperation with other agenciesientities), has ~ m e " ~ w i t h  the j r o j e c t - l h 4 ~ ~ 0 ~ ~ 0  
Rice Coops. 

The main objective of IMPROVED Rice Coops is to increase our fanners f a n  inmme. This can be achieved by 
develooino rice-based cooperatives (whether LBP assisted umps or not yet qualified coops) in the area into a more 
wmpeirt#ve organlzabon in terms of producllon markellng and managemerii. Thls 1s a lolnt endeavor of Land Bank. RFI 
(Rural Bank of Panabo). Department of Agriculture and a lead cooperabve (?AICOP) 

The identification of a lead cooperative that will serve as the marketing arm of all Me participating primary CUOpefativeS 
must be based on the seven (7) pillars of m p .  viz: 

1. Quality growing membership 
2. Increasing membefs capital shares and savings 
3. Strong coop leaoership and management 
4. Fully and ~ronerh, installed book of aCCDunffi 
5. ~ e i d e f i ~ e d  credit policies and business operational process 
6. High financial performance 
7. Active affiliation to cooperative federation 

The mechanics in the implementation of IMPROVED Rice Coops shall be as follows: 

The Primary Coop shall: open and maintain a deposit account mth the Land Bank where renutlance 
from the lead m p  shall be credited: 
re-lend to farmer-member production loan availed from Me Land Bark: 
apply for associate membership' with the lead coop: . desionate or a ~ w i n t  a omduction technician to assist the lead coop and Land . . 
Ban;; 
sell to lead mop all palay pmduce or at least a minimum quantity equivalent 
to the farmer-borrowefs total loan. interest, savings and capital 0Msahon m 
the primary m p ,  lead coop and Land Bank: . authorize lead m o  to remit all sales proceeds to Land Bank. deduct Me 
agreed capital or mntributions and authofizes Land Bank to withhold aMor 
deduct from their account the amount reoresentjna ban amorthatan and other " 
monies due from primary coop: 

* extend to the mopmembers the benefits derived hum the project thmugh 
dividends and pabonage refund; 
undertake farm management assistance or take-over of affected fa- in 
cases where a member can not meet the produmn schedule andlor the ban 
payment to Land Bank until such membefs obligation is updated: . authorize Land Bank and the lead m p  to inspec3 Me plantabon areas and 
record periodically 

'Associate members enjoy all the benefits of a member except for the right to 
vote. 

The Lead Coop (PAICOP) . honor and accept the associate membership of the primary mop; 
shall: provide free technical services required in mn&n mth Me development 

and operation of the pmject; 
assist the primary coop in monitoring and hauling of palay pmduce from 
memben: 



directly handle harvest operations, with prior approval of primary mop, 
cases of pilferage in certain farms have been proven: 
open and maintain a deposit account with the Land Bank to faclitate 
payment of palay deliveries and other related transactions: 
adopt a built-in wlleciion mechanism wherein the gross sales proceeds of the 
primary mop (less capital shares and other charges due to lead m p )  can be 
remitted and deposited with Land Bank within five (5) work~nq days from the 
date of delivery: 
purchase all fresh palay delivered or picked-up from the primary coop and/or 
its members farms: 
provide eligible primary wop members equal privileges wim regular members 
except voting rights; . allow one (1) representative from the primary coop and Land Bank b, 

participate without voting rights in all Board Meetings. 

The Land Bank shall. . provlde financ~al suppofl to pnmary coop for palay producbon. . provlde financial asslstance lo lead w o ~  for worklna caprtal and b e d  asset 
acqulslbon to enhance its palay procurement and p&sslng capabl~bes. . Drovlde finanual asslstance to RFI throuah a Redlswunbnl Facllllv. 
brovide institutional and technical assistance to and prbspective 
cwps for their capability building requirements and for maintain~ng Metr aedii 
standing; . receive from the lead mop payments for palay delivered by primary coops for 
credit to the lattefs account: . debit from primary cwp's account loan amortization due and other charges. 
thereon, in accordance with the approved terms and conditions of the ban 

ADVANTAGES: 

1. Assurance of high collection rate 
2. Lower risk of past due 
3. High quality of rice through the use of first Class post harvest facilities 
4. Higher farmer's income due to (a) very good palay price. (b) higher farm production. (c) dividends and wmnage 

refund from lead woo 
5. Sbengthened linkage of Land Bank with cooperatives. RFls and other government agencies 
6. Primam woos not vet oualified for financing bv Land Bank can be assisted throuah linkwe mth lead coop , . - .  - - 
7. Suppo;ts ke; wop scheme of Land Bank 

PROJECT PARTNERS: 

Land Bank . provides financial assistance to RFI, lead moperative and plimary cooperatives 
(Panabo USP) . provides institutional building and technical assistance to primary moperalives 

monitors farm activities of bank-assisted primary mops 
link to all projed proponents 

Rural Financial . provides financial assistance (production loan. providential ban and educatioMi 
InsUtution loan) lo lead coop members 
(Rural Bank of Panabo) . provide management assistance to the lead mop 

Lead Cooperative . serves as the marketing arm of the primary mops 
(PAICOP) provides technical assistance to primary mops to ensure high yield i.e. Qmfied 

seeds. farm technolwy, etC. . asslss ,n the monitoriig of farm aclrvlbes of pnmary mops . assist in the wllectIon of producbon ban paymenk by pnmw mops assoaate 
members for remittance Land Bank 



Department of . provides financial assistance to lead coop for acquisition of postharvest f a a h  
Agriculture i.e. warehouse. rice mill and solar drier . provides farm technology assistance to primary coop farmen to ensure high 

production 

On top of the assistance prov~ded by Land Banr to the pnmary coops as enumerated hereln. balnlngs and sermnan 
necessary for the development of the cooperat~ve and of the farmers. In pamcular. are also conducted 

SUCCESS FACTORS 

1. Effective Manaoement of Lead Cme 

The management of the lead coop (PAICOP) is greatly influenced by an RFI (Rural Bank of Panah). It is a condition 
that the RFI extends production loans to the Lead Cmp's farmer-members provided the former appoints the amp's 
manager. The RFI also sits on the board of the coop. This management style and composition has been proven 
effective, as there is sufficient control over the coop's operation by the lending instihrtion. Mareover, the ofticen are 
very much committed to the ideals of the coop and serves as model to their members. 

2. Sbona Private Sector S u ~ ~ o r t  

In the case of PAICOP. it is proven that a coop can become more successful with a sbong private sector support 
which is from an RFI fRural Bank of Panah). Thouah most of the assistance is financial. RB Panaba also mvides ~~- - - -  - ~~. - -  - - -  T - -~~ 

technical. marketing (networking) and research assiitance to the coop. RB Panab's financial assistanceta the coop 
members includesaimost all the basic financial needs i.e. educabon loan, appliances loan, house improvemeni 
hosoitalization. vehicle acauisition and consumDtion. MorlUalv and other minor financial needs are provided dire& 
by &e coop toits members. It is believed thai membefs loyalty can be attained through finan&l support to & 
members especially on providential needs either directly by the coop or with its guarantee. Based on exisling 
commitment, these facilities shall also be extended to its associate members, the primary coops. 

3. National Government Assistance 

Government support. through Deparbnent of Agriculture (DA), is necessary in the su- of this IMPROVED Rice 
Coops project, as they are the one who can provide soft loans andlor grants to the lead map. DA has pmvided 
PAICOP an interest-free loan of P4.20 M for the acquisition of a warehouse and rice mill and a grant of P 0.4 M for 
the construction of a solar drier. Noteworthy also is the major role of Mr. Mario Corcolon. DA head of Dava, del 
Norte, in making this project a reality. He is insbumental in the approval of this finandal assistance to the lead coop. 
which is very necessary in the acquisition of additional post-harvest facilities to acmmrnodate the pmduce of the 
primary coops. 

4. Land Bank Panabo 

Undoubtedly. Land Bank is theonly government financial instihmon committed to developmentof the fwers thmugh 
the cooperatives. With its existing financial facilities and programs. Land Bank also provides training and technical 
assistance to the primary coops and the lead m p  

5. The Alex V. Buenaventura Factor 

Mr. Alex Buenaventura. PAICOP General Manager, is one of the main reasons of PAICOP's success. He 
conceptualize PAICOP and made it a reality. During the early years of PAICOP, he closely guarded the operation 
and gulde the coop towards an effectrve m p  management Lately however, he has rckgatcd most 31 the W s  lo 
Vustea PAICOP officers whom he, h~rnself, trained and are now effectrve managen, themselves @ui. men, amugh 
these years, he has remalned the father of PAICOP. seelng to the planning and networklng needsof the lead mop 
to ensure conbnulno Increase In coop's oroducUon and resources Slnce the very start Mr &leMventwa has snow 
his sincerity and ukeffish assistance, to PAICOP and this becomes the factor mat binds the members and officen 
to the coop. 

6. Teamwork of Kev Plavers 

Very cmclal to the success of th~s project 1s teamwork Dunng the conmptual~zabon stage. lnlbal lmpkmentabon unbl 
the full lmplementabon. 11 1s necessary that all key players work closely together In our areas. lte DA, Land Bank. 



RB Panabo. PAICOP and primary cooperatives have bounded together to make this project a s-. OA 
technicians, Land Bank Account Officers. CMT and IRF. RB Panabo and PAlCOP technicians work side by side in 
ensuring high production of good quality palay by our farmers in the area. 

Although not key players of this project. Land Bank also closely coordinates with Nalional I n i g a h  Adminisbation 
(NIA) for the farm water supply and PClC for crop insurance. 

Prepared By: 

MONA USA MA. M. HO 
Branch Manager 
LAND BANK 
Panabo Branch 

Date Submitted to PAICOP: 

October 12.1998 



Aim-EX C 
Table 7 

CO?vTP.ARATTVE SLXVXY OF THE SER%ICES OF P.UCOP A\?) TR%DERS 
September 1998 

Panabo, Davao del None 

Survev Methodoloqy: To convince the primary cooperatives of LBP to become an associate member of PAlCOP, a 
survey on the comparison of the income generated by farmers from PAlCOP and from traders was done. Three 
directors from me primary cooperatives were invited to sell to three different traders at random wrthout revealing the 
purpose of the sale. Based on the sale of the 5 sacks sold by the three farmers to three different lradws. PAlCOP 
computed the amount of sales of 50 bags and 100 bags of palay fmm traders and PAlCOP including pabonage refund. 



ANNEX D 
ORGANIZATIONAL STRUCTURE OF PAICOP 

I GENERAL ASSEMBLY 

13lection Committee BOARD OF DIRECTORS SystenlCo~nmittee 

Treasurer 
Improvement 
Cotnrnittee 

Education & 
Membership 
Committee 

(;IINI;RAI, MANAGER ' 
Wal.cllousc Supervisor 



PAii.4BO AGRO-1NDUSTRI.U COOPER+TI%X 
WORKIZiC COkL\IITTEES 

As of Year 1998 

1 .  Membership and Education In-charge of memberstup seminar on 
Committee senices availed by member 

Endorse to PAICOP Board Approval 
Conduct credit investigation 
Request FIG endorsement resolution 
Formulate plans and program for the 
training needs of members indicating 
budget, time, and responsible people. 

2 .  Service Improvement To make a study of PAICOP facilities 
Committee needed and other projects for 

improvement 

3. Loan Repayment and Screen loan application 
Guarantee FundICredit Responsible for collection 
Committee Set terms and condition 

Credit counseling 

I 4 .  Mortuary Fund System Formulate rules and regulations on claims 
Committee Additional benefits mav be pror~~sed 

5Audit and Inventory 
Committee 

Conduct frequent audit 
Provide transparent report - Check management and financial 
operations 
Recommend appropriate action for 
deliberation 

6 .  Election Committee In-charge of election preparation and 
proceedings 



ANNEX F 
Table 8 

Rural Bank of Panabo (Davao). Inc. 
Rlce Production Program (Masagana 99, IAF and IRF) 

Schedule of Loan Releases and Collection 
Aprll 1978 to December 1997 

These pas1 dues are not reflected in the 1998 record of RB Panabo due to the installment paymenl made by farmers. 
" I.oan defaults due to crop failure are imlnedialely restructured while waiting for PClC claims so as to pave the way for timely refinancing. 

Loan ilelaulls oul of "character problams (only one farmers so far) are paid by 1110 LRGFIFIG Quaranlee system. Hence, no pas1 due is recorded, 



ANNEX G 
Table 9 

PANABO AGRO-INDUSTRIAL COOPERATIVE 
FINANCIAL STATEMENTS 

February 1986 to June 1988 
In Philippine Pesos 

Less: Operating Expenses 

Interest Expense 621,52593 ! i38.3i9i9  
Salaries and Wages 
Taxes and Licenses 

Hauling Expense 

Conbad Labor Milling 

Current &.sets 

238.018.77 1.749.BM).M 

Equity to Padup 
D Liabilities lo Current &.sets 

% RE Panabo to Total Paidup 
%Int Exp. lo Gmss Int lnc of RBP 



ANNEX H 

Table 10 

RURAL BANK of PANABO (Davao), INC. 
AGGREGATE LOAN RELEASES to PAICOP 

1992 to 1998 (In Philippine Pesos) 

I I I I I 
1 40,410.000.00 1 30.749.000.00 1 2,397,793 W 1 1,705,000 00 1 411.000.W bM,OOO W 8ZS73.406.30 / 

'Based on the msed h s  d PAICOP tmm RE Panam except for 1995 whrn o 3 a M  on (he !ws myace d PAICCP 

Table 11 
RURAL BANK of PANABO (Davao). INC. 

GROSS INTEREST INCOME FROM PAICOP (DIFFERENT LOAN PRODUCTS) 
1992 to 1998 (In Philippine Pesos) 

Note: lnwest :ncome mm wor*mcg capold lm is bred on (he nwest ermse  of PAICOP. Farm 8-1 Dw taw n 2 rea: - 
 and &qcqus,tw h r  p y a ~ e  in m yeam E m e q  loans payaw ~n 6 m m s  and mtJe m 3 veas -4 trorer; ate 

Table12 
RURAL BANK of PANABO (Davao). INC. 

GROSS INCOME from PAtCOP 
1992 to 1997 (In Philippine Pesos) 



ANNEX I 

Table 13 
RURAL BANK OF PANABO. INC. 

SAVINGS AND CAPITAL BUILOYP OF PAICOP & ITS FARMERMEMBERS 
1992 to 1998 (In Philippine Pesm) 

I I I I I Sawnus I 
TOTAL 1 2.125.034.10 / 3.090.615.52 1 2.163.165.37 1 2.807,519.48 ' 4.519.453.33 1 4.431.87823 3.09229421 
'As of September 1998 

Note: - 
1 .Current deposits of PAICOP in 1997 is low due to higher milling excenses. Due to deoredabon of 11s nce mill. PAICGP remed me 

services of pnvate mallers rvn~le awamrq for the newnce m~ll from me fixed assets ,oan from DA 
2 Farmers pnontue savlnd wlth PAICOP thrown CaD.Ial bulld-,D and savlnu mm FIWSHG snnce !he ftormer earns more .nrem: - .  - ~ ~ - -  ~~ - ~ ~ -  -~ 

than ordinary bank deposits while me latter is accessible for loan repayment and em-ency loan. H-. rc-gng 
capital share wilh PAICOP and savinas with FIGISHG and a decrease in wnonal savinos of farmem , ~ - . .  

3. mi accounts are deposited with RE 6anabo. 



ANiYEXJ 
PERSONS CONTACTED 

A. Panabo Agro-Industrial Cooperative Address: Panabo Public blLIarket, 
RB Panabo Buildig,Quirino St., 

Alex V. Buenaventura, General lbfanager Panabo, Davao del Scne 
Zenia D. Magpusao, Oficer-in-charge Teleohone )Vumber: (082) 6234 127 
Odelon S. Velez, Warehouse Supervisor 

B. Rural Bank of Panabo (Central Office and Quirino Branch) 

Armando S. Yambao, General Manager Address: Panabo Public XIarket, 
Federico C. Rorno, Credit Technician Quirino St., Panabo, Davao 
Mariver A. Capa, Chief Accountant del None 
Wilbur Jose I. Roferos, REMLoan Specialist Te/eohone .Vumber: (082) 628-4130 
Casiano Edillon, Jr., In-house Computer Programmer (082) 623-1125 
Rosario Rachel S. Soto, Accounting Clerk 
Dionesio G. Rebuta, Jr., Branch Loan Specialist 
Leopoldo M. Gemarino, Securiy/Driver 

C .  Land Bank of the Philippines, Panabo Address: Panabo Public Market 
Quirino St., Panabo, 

Mona Lisa Ma. M. Ho, Branch Manager Davao del None 
Nilo Labayan, Bank Staf Teleuhone .Vumber: (082) 623-4235 

D. Department of Agriculture, Davao Province Address: ,Mankilam, Tagurn City 
Teleohone .Vumber: (082) 2 17-3400 

Mario F. Ccrcolon, Provincial Agriculture Oficer (082) 400-2463 

E. Tuganay, Guadalupe, Anibongan, Salvation Irrigators (TUG.1SI) 3IPC 

Emma D. Monteverde, Manager Address: Carmen, Davao del Xone 

F. Dujali, Isidro, Talisay, Casay Irrigators Association (DITCI.4) .MPC 

Eduardo Barpedas, kfanager Address: Dujali, Davao del None 

G. Tubod Agrarian Reform Beneficiaries Cooperative 

Eli Ledesma, Chairman Address: Carmen, Davao del None 

H. Network Rural Bank, Southern Mindanao Head Office 

Cris Sumajit, Product Development Head Address: Km. 9 Sasa, Davao City 
Teleohone Number (082) 234-3556 

(082) 234-3759 


