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AN EVALUATION OF GRAIN AREA MARKETING COOPERATIVES
IN THE PHILIPPINES

by MARIO V. PERILLA

INTRODUCTION

Overview of Cooperative Program in the Philippines

Cooperation is not new tc Philippine culture. The concept
has spanned centuries of human existence from its pristine form
of mutual assistance to what the Filipinos term as the Bayanihan.
Cooperation, as we know it today however, i.e., a system which
seeks to harness the limited resources of economic as well as
social ends, was introduced in the Philippines only at the be-
ginning of the American regime in the 1900's.

The first attempt to institutionalize cooperatives as a way
of life started in 1915 with the enactment of Act No. 2508, other-
wise known as the Rural Credit Act. It helped the farmers with
their credit needs through the establishment of rural credit
cooperatives. This was followed in 1927 by the passage of Act
No. 3425, the Cooperative Marketing Law, which was designated
primarily to organize the farmers into cooperatives to help them
market their produce efficiently.

In 1840, a general law on cooperatives, Commonwealth Act
No. 565, was enacted to promote the organization of cooperatives
by giving them some tax exemption. During 1952, Agricultural
Cooperatives received a big boost through the enactment of

Republic Act No. 821 which created the Agricultural Credit and



Cooperative Financing Administration (ACCFA), The ACCFA was
entrusted with the functions of extending agricultural credit to
farmers at liberal terms and organizing them into Farmers Coop-
eratives Marketing Associations (FaCoHas).l

In 1957, Republic Act No. 2023 was enacted. It was known
as the Non-agricultural Cooperative Law, the general objective
of which was to promote, organize and supervise all types of
non-agricultural cooperatives.

Republic Act No. 3844, the Agricultural Land Reform Code,
became a law in 1963. The act provided production and marketing
incentives to members of farmers cooperatives as a direct sup-
port to land reform programs.

All these previous attempts at fostering the growth of
cooperatives in the Philippines, however, failed to achieve the
desired results. Of a total 938 registered agricultural coops
in 1963, only 38.8 per'cent were considered active. A larger
percentage was less than successfully being operated. The Agri-
cultural Credit Administration, which took the place of ACCFA
in 1963, reported that out of 700 affiliated FaCoMas, only 120
were operating.2

With this as background, the new cooperative development
program was begun. On the 14th of April, 1973, President Fer-

dinand E. Marc.o's signed PD No. 175 entitled "Strengthening of

1Clemente, E. Terzo Jr., The New Philippine Cooperatives
Development Program, BCOD, DLGCD, 1978, p. 1.

2

Ibid. p. 2.



Cooperatives Movement" (see Appendix A for details), as an initial
effort to consolidate the different cooperative laws into one
and to provide a sound basis of a truly systemmatic cooperative
program. The new cooperative law sets the tone of cooperative
development by declaring it a policy of the state -
"to foster the creation and growth of cooperatives
as means of increasing the income and purchasing
power of low-income sector of the population in
order to attain a more equitable distribution of
income and wealth."3

The present cooperative development program is based on
three basic premises:

1) Cooperatives are a means of affecting income and wealth
distribution and as such should be accorded special privileges
by the govermment.

2) Cooperatives should be built from the bottom up. This
requires attitudinal changes through a learning process which
may be completed only after a sufficient time. Thus cooperatives
shall be built from the grassroots level, particularly in the
barrios,4 and:

3) Cooperatives shall be developed into a System by integra-

ting the different types of cooperatives into a single national

development scheme.

3Burea.u of Cooperatives Development. Important Documents
on Cooperative Developments 1977-1978. MLGCD, Manila, Philippines.
1878. p. 1.

4Barrio is a basic unit in the political system. It can also
refer to a group of hamlets.




The program is being pursued in four stages. These include:

Stage I - Organization and development of Samahang Nayon
(SN) (Barrio Association). SN is a barrio based
organization composed of some 25 to 200 farmers.

Stage II - Organization and development of a full-fledged
cooperative such as the Cooperative Rural Banks (CRB's)
or the organization of SN's into Area Marketing
Cooperatives (AMC's).

Stage III - Organization of consumer cooperative markets
in key urban centers of the country for the purpose of
developing steady and regular domestic outlets of
agricultural produce.

Stage IV - Integration of cooperatives into a whole system
culminating in the establishment of the National
Cooperative Union as the apex organization of a truly
cooperative system in the Philippines.5 This consists
of federating cooperatives at the national level, and
establishing the proper and necessary linkages as well as
areas of cooperation among different types of
cooperatives.5

Research Objectives

The research report attempts to evaluate the Area Marketing
Cooperatives' operations, specifically the Graim Area Marketing

Cooperatives (GAMC's). The development of these types of

5Bureau of Cooperative Development Field Workers Manual on
Area Marketing Cooperatives MLGCD, Philippines. p. 4.




cooperatives is a part of the Cooperative Development Program with
goals and objectives fo stabilize the distribution of commodities
and to improve the present marketing system that favors the
middlemen more than the tillers of the soil or the ultimate con-~
sumers of the produce.

In as much as the SN's are pre-cooperative organizations at
the barrio level which cannot perform business activities, the
only way of improving the standard of living of farmer-members
is through the establishment of a full-fledged cooperative as
the GAMC's. Hence this study has been undertaken to evaluate the
current operation of GAMC's.

Specifically for the Grain Area Marketing Cooperatives, the
research study aims to:

1) Identify their objectives and functions;

2) Evaluate their organization and management operations,;

3) Evaluate some of their marketing practices;

4) Analyze their financial statements;

5) Identify major problems affecting their operations; and

6) Suggest possible alternatives to improve the coopera-

tive management and marketing services.

The result of this study can be useful in identifying
relevant areas for research considerations. It can provide some
useful basis for policy formulation, particularly the enhancement
of cooperative development, thus contributing to the attainment
of the ultimate goal for a more equitable distribution of income

and wealth.



Methodology

Information wés gathered from the reports of the Bureau of
Cooperatives Developmeﬁt (BCOD), Ministry of Local Government
and Local Development (MLGCD), personal files of Prof. Mary
Jean McGrath of the University of Wisconsin - Madison and from the
benchmark survey from the Cooperative Marketing Project (CMP)G.
This benchmark survey was conducted by the Agricultural Credit
and Cooperatives Institute (ACCIL), University of the Philippines
at Los Banos as commissioned by BCOD. The cooperative institu-
tions included in the survey were fifteen GAMC's, nine CRB's and
seventy-eight SN's. The sample sizes of the cooperative institu-
tions were determined in advance.

Prior arrangements regarding the use of the survey data were
made with ACCI by the author who has been directly involved in
the project. Tabular and descriptive analyses of data were used

in this study.

6This project known as Cooperative Marketing Project is being
financed by a $6M loan grant from the United States Government
through the United States Assistance for International Development
to the Philippines.

Generally, the project aims to provide financing for an
improved marketing system for essential agricultural commocdities
like rice and corn produced by small farmers in the country.
Specifically it seeks to improve a nucleus of marketing coopera-
tives which will provide basic production, supply and marketing
needs of some 90,000 small farmers in the Philippines.



THE GRAIN AREA MARKETING COOPERATIVE

Definition, Objectives and Functions

The Grain Area Marketing Cooperative is a voluntary business
association of at least ten (10) Samahang Nayons or pre-coop-
eratives engaged primarily in the marketing of grains or produce
of its members as well as in the supply of members' production
inputs and other requirements.

The Cooperative's broad objectives include:

1) To increase the income and purchasing power of SN/pre-
cooperative members through efficient and effective marketing of their
produce and supply of their production inputs;

2) To stimulate capital formation for economic development
of farmer-members; and

3) To institutionalize cooperation as a technique for im-
proving the social and economic status of its members.

In order to carry out its primary objectives, the Grain
Area Marketing Cooperative shall undertake the following functions:

1) To assemble, pack, store, or process its members' produce
for the purpose of selling and/or transporting such produce to
market centers,

2) To purchase for and sell to its members the following:

a) Production inputs such as seeds, fertilizers, chemi-
cals and other supplies;

b) Agricultural machinery, equipment and other implements;
and

¢) Other commodities needed by its members.



3) To pro%ide extension services that will enable SN-pre-
cooperatives to acquire and use modern methods of production;

4) To provide common facilities for marketing, storage, pro-
cessing, grading and standardization, packaging, transportation or
other functions essential to its operations;

5) To mobilize savings for capital formation, to secure credit,
and to borrow funds needed to carry on its own business;

6) To provide budgeting, accounting, auditing and other
fiscal sources to all member SN/pre-cooperatives; and

7) To cooperate actively with other cooperatives.

Organizational Structure

Area Marketing Cooperatives such as the Grain Area Marketing
Cooperatives are formed by Samahang Nayons (Figure 1). Area opera-
tions are supported and centrally coordinated by the Cooperative
Marketing System of the Philippines (CMSP), the apex of national
cooperative marketing structure. The primary function of CMSP is
to regulate and/or streamline the flow of farm inputs and farm har-
vests from areas of excess supplies to areas of shortage. In effect
CMSP will link the production and consumer centers of agricultural
inputs and goods in the country. Such linkage is actually a pre-
requisite to an efficient performance of marketing services and the
reduction of market prices for consumers.

Table 1 presents the Area Marketing Cooperative's organizational
data. There were fifty AMC's organized in 1978, but only thirty-one
were operational. Fifty-four provinces were covered nationwide. There
were 2,290 SN's, 110,427 individual farmers, plus 843 non-farmers

affiliated with the AMC's. Of the 31 operating AMC's, the majority are
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Table 1. The Area Marketing Cooperatives Organizational Data?
in the Philippines.

Dec.'77 March'78
Provinces Covered 53 54
'AMCs organized 49 50
- AMCs registeredb 30 33
-AMCs operationalc 29 31d
-AMCs with pending registration 19 7
Institutional Members of AMCs
«Samahang Nayon 2,168 2,290
-Other cooperatives 15 15
Individuals Affiliated
-Farmers 103,717 110,427
-Non-farmers 843 843

Source: Bureau of Cooperatives Development - Report on
Cooperatives for the President, First Quarter CY 1978.

4The organizational data include all the different types of
Area Marketing Cooperatives i.e. Grain Area Marketing Coopera-
tives, Vegetables Area Marketing Cooperatives and Livestock
Area Marketing Cooperatives.

bAMC's registered refers to full-fledged cooperatives which
are authorized to conduct business by Bureau of Cooperatives
Development and which have met the requirements as prescribed
by BCOD.

CaMC's operational refers to full-fledged cooperatives that
are actively engaged in business activities.

dOf these 31 AMC's, 26 were GAMC's. From the 26 GAMC's

15 were included in the Cooperative Marketing Project survey.
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Grain Area Marketing Cooperatives.

The general structure of a GAMC organization is shown in
Figure 2. The general members coﬁtrol and own the business. They
elect the Board of Directors which in turn serves as the trustee.
The Board selects the manager to implement the management policies
and operations of the cooperative business. The manager hires the
management staff. There are either appointed or elected committees
to perform special functions for the Board.

The organizational structure of the Central Nueva Ecija
Marketing Cooperative (CENEMCO) is shown in Figure 3. There is a
Management Committee which serves a staff/advisory function to the
General Manager. Directly responsible to the General Manager are
three managers - the Administrative and Finance Manager, Operation
Manager and Extension Manager. The organization chart is intended
to show the interdepartmental as well as intradepartmental re-
lationships. Increasingly, organizational structure is developed
in relation to the objeétives of the compaﬁy. People, facilities
and other resources are grouped to facilitate achieving written
objectives.7
Management

Managing a cooperative is a challenging and difficult job.

It involves not only managing resources and business operations

as in other business, but also dealing with problems stemming

7Leon Garoyan and Paul O. Mohn. The Board of Directors of
Cooperative. Division of Agricultural Sciences, University of
California, July 1976, p. 42.
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from distinctive cooperative characteristics. Because the coop-
erative's members are both owners and patrons, special relation-
ships and problems arise concerning members' and board of
director's responsibilities.®

Personnel Management Personnel management involves the

selection, development, utilization and compensation of employees.
Management is concerned with obtaining qualified people as well

as developing and utilizing employee capacities and abilities to
best meet the demands and objectives of the organization. Ful-
filling this basic responsibility should be in such fashion that

a positive reaction in terms of personal enhancement is manifested
by each member of the staff. The net result is optimum efficiency
and effectiveness of all personnel.

Like any other business, hiring of personnel is done after
the individual passes the interview and various employment-type
examinations administered by cooperatives. Priority is given to
qualified individuals whose parents are members of a Samahang
Nayon. Additional preference is given if the SN is a member of
the Area Marketing Cooperative.

In-service training of newly hired staff is inadequate.
Further, incentives are relatively low as compared to private

business doing the same services or tasks. The low salary of

8U.S.D.A., Economic Statistics and Cooperative Service.
Farmers Cooperatives in United States Cooperative Information
Report I, Section 8, U.S. Government Printing Office. April,
1980, p. 3.
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employees is reflected in Table 2. It ranges from 210/day for
casual status to P485 per month if regular status. This is one
of the major reasons why there is high turnover of staff in the
organization.

Education and Training Program. One strategy for improving

management performance of cooperatives is through training and
educational programs. With proper training, the members, the
Board of Directors and the hired management in the cooperatives
can increase the motivation to develop themselves and to cooperate
or work together towards the achievement of their common goals.
With the realization of their full potential, they are in a better
position to increase their capacity to develop socially, politically
and economically. In addition to increasing the capability of the
people to develop and achieve, continuous training and education
gives its members a deep sense of commitment to the cooperatives.
The major training schools for the boards and managers of
GAMC's were sponsored by the Ministry of Local Goverament and
Community Development. They were taught cooperative education,
management, finance and marketing aspects of cooperative business
and organization. Most of the training programs were held either
at the Educational Training Center or Agricultural Credit and
Cooperatives Institute at Los Banos. The training sessions were
conducted as a seminar-workshop type. Several resource persons
were from the Bureau of Cooperative Development, the Agricultural
Credit and Cooperative Institute staff or from the cooperative

movement.
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Marketing Operations and Strategy. The GAMC's are located

in the different regions of the country as shown in Figure 4.
Most of these marketing cooperatives are operating on a
province-wide basis (see Appendix B). The major commodity
marketed is palay/rice.

Volume of business transacted from January, 1975, to
March, 1978, reached to P485.4M, mostly on accounts of grain
marketing. Substantial sources of business included sales of
by-products - Bl.4M and production input distribution P1.2M.
Milling fees contributed P370 thousands while freight and handling
had 141.6 thousands; and warehousing had B15.7 thousands.9

a) Purchases. The GAMC's ‘are operating with different iines
of products. The principal commodity is palay/rice. They also
market farm inputs which include seeds, chemicals and fertilizers.
Thirty-three per cent of the Grain Area Marketing Cooperatives
surveved were engaged in marketing of farm equipment and only
thirteen percent in prime commodities (Table 3).

The total value of purchases made by the fifteen marketing
cooperatives surveyed during CY-1978 amounted to B28.6M or an
average purchase of P1.9M while during the first half of CY-1979,
the total purchaseshad reached to P18.2M, or an average of Bl 2M.
Hence for the period covering eighteen months, the total purchases

amounted to B46.8M (Table 4).

gBureau of Cooperative Development. Report on Cooperatives
for the President: First Quarter CY-1978.. p. 3-4.




Figure 4 OPERATION/LOCATION OF
AREA MARKETING COOPERATIVES (AMC)

REGION | ¥V

San Fernando, La Union
Eastern Pangasinan AMC
Urdaneta, Pangasinan
llocos Norte AMC
Western Pangasinan AMC

REGION 11 4

North Zambales AMC
Masinioe, Zambales
South Nueva Eciia AMC
San Isidro, Nueva Ecija
North Nueva Ecija AMC
Guimba, Nueva Ecija
Central Nueva Ecija AMC

NGA Compound, Cabsnatuan City S Ralakad 4}'}5
e q‘

North Bulscan AMC

Baliwag, Bulscan
Pampanga AMC

San Fernando, Pampanga
Tarlac AMC

Bo. San Vicente, Tarlac, Tarlac
Central Bulacan AMC

Tabang, Plaridei., Bulacan

-

REGION VI W

Aklan AMC
Kalibo, Aklan
First Noilo AMC
Sta. Barbara, [loilo
Secoad Iloilo AMC
Pototan, Doilo
Antique AMC
Capiz AMC
Negroa Ocridental AMC

0

REGION IX §
Zamboanga Del Sur AMC

REGION X1 @

‘North Cotabato AMC
Kidapawan, North Cotabato
Sultan Kudarst AMC
Tagurong. Sultan Kudarmt
Lanao del Sur AMC
South Cotabato AMC

REGION VII 9

Bohol AMC
Negros Oriental AMC
Mabinay Negros Oriental

&7
4 .
REGIONT1 @
e First Isabela AMC
< Causyan, Isabela
¢ Cagayan-Kalinga Apayaso AMC
= D Ealinga Tuguegarao, Cagayan
Nueva Viscaya AMC

Solano, Nueva Viscaya

Obnamia St., Sampaloc, Quezon

REGIOCNV @

Albay AMC
Legaspi City
Camarines Norte AMC
Camarines Sur AMC
Naga City
Sorsogon AMC

Easters  ppgion vii
Southern Leyte AMC
Samar AMC

Eastern Samar AMC
Norther Samar AMC

4 * S Padan .
m@ recion x1
s

South Cotabato AMC

REGION X &

Davao del Norte -AMC Misamis Oriental AMC
Tn'iﬁ Davzo del Sur AMC Cagayan de Ore City
3 ¢ Davao Oriental AMC Bukidnon AMC
First Surigao del Sur AMC Malsybalzy, Bukidnon

Misamis Occidental AMC
Agusan del Norte AMC
Agusan del Sur AMC



-19 -

paanooad Afuowwod I8 YOIYM UIO0D/ODTI uvYl JI9Yl10 SO[ITPOUOD B3IV SIT1IPOWNOD dWTIJ

‘saaquaw-sIowivy Aq
p

"SOPIOTPOSM pue SOPTOTQIdY ‘SIAZTTIIII8) ‘speas epniour sindur ureg

"]1eeW 1NuU0od02 patap ayl st wado)

q

TODTX Apprd 01 sI9jaa aﬁﬂﬁma
sinduy wavg 90T1Y 018QqEI10J YIION
sinduy wIsg 018qel10) yirnog

si1onpoad Aq gean)yinatady sindul wIieg maaaco 901y ang 1eop owvdrang

juawdinby B SOTJIOUTYOIBN wavyg ginduy wawyg 1¥IUOpPIOD) STWBSTN
SOT1TPOUIo) DWTIJ

Juawdinby 7 SOTIOUTYICN WIGJ sindul wavg uxo) [(wluerTaIQ soaIaN

juawdinbyg 13 SOTISUTIYDEBN wreg sindul waeg AeT1edq 821N OTTOT11

sanduy wieg ue v

JuawdTnby 1§ SOTIABUTLYDBN WIB] W;X0) ABTBg' ©O91Y Aeq TV

| sinduy waej 201y TeI1UaPTIO20 OJIOpPUIN

SaT31Tpowwo) SWTId sinduy wxeg Axjynog sedurieg

juawdinby 13 SOTISUTYDIBN wIv] sanduy waey Keted 2014 ovILR],

_ sinduy waeg Avteq 921y vduedwed

s1onpoad £Aq geanjiihotady sinduy wxe, Aetuqg 921y v10od BABNN TBJIIUI)D

sinduy wreg sacﬁsm 2014 BL104d ®ADNN UYI1ION

ﬁmuosﬁoa& Aq T1RINIINOTI3Y umv:ch wIeq 201y ugoewng

ssauisng Jo auf] ORVO

"6.H671 .mwmv:ﬂm-am— Jo ourq soarTirvIedoo) FurlojdB| vOIY utrean oyl '€ oTque.l




- 90 =

Table 4. Consolidated Total Purchases of Fifteen Grain Area
Marketing Cooperatives During the CY-1978 and the
First-half of CY-1979

Grain Area Marketing - Purchases

Cooperatives (in thousand pesos)
Jan. 1, 1978 - Jan. 1, 1979 -~ Total
Dec. 31, 1978 June 30, 1979

Bulacan 4,283.2 1,008.8 5,292.0
North-Nueva Ecija 1,849.4 664.5 2,513.9
Central Nueva Ecija = 5,490.7 6,489.8 11,980.5
~ Pampanga 1202.3 321.6 523.9
Tarlac 2,972.0 1,189.7 4,161.7
Batangas 1,115.1 1,443.7 2,558.8
Mindoro Occidental 505.9 298.8 804.7
Albay 2,220.7 429.6 - 2,650.3
AkYan 1,378.1 1,072.2 2,450.3
Iloilo 848.6 269.1 1,117.7
Negros Oriental ' 235.3 1,029.7 1,265.0
Misamis Occidental 1,122.5 631.3 1,753.8
Surigaoc del Sur 443 .4 473.9 917.3
South Cotabato 482 .4 122.5 604.9
North Cotabato 5,497.9 2,754.5 8,252.4
TOTAL | 28,647.5 18,199.7 46,847.2
AVERAGE 1,909.8 1:213.3 3;123.1
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Table 5 presents the mode of delivery for products pur-
chased by GAMC's during a period from August to September, 1979.
Products purchased were either delivered by the suppliers or
the GAMC transported whatever commodity purchased by them.
Occasionally, a combination of tramnsportation was used.

Twenty-five per cent of the palay purchased by GAMC's was
delivered by its suppliers. Sixty per cent of the fertilizers
purchased were GAMC transported.

Farm commodities were purchased on a cash-on-delivery basis
(about 83.3 percent) or on credit (16.7 percent). The terms of
payment for farm inputs were a combination of cash-on-delivery
and credit installment or consignment basis. Prime commodities

were on fifty percent cash and fifty percent credit basis (Table

6).

The suppliers of products to the Grain Area Marketing
Cooperatives included non-SN farmers, Planters Products, In.,lo
local traders, private dealers and via.jero.l1 All of the palay

came from the SN. Most of the farm-inputs were from Planters

Products, Inc. and private dealers. The prime commodities and

10Planters Products Inc. is a chemical company that supplies
farm inputs such as fertilizers, weedicides and herbicides.

11, . .

Viajeros are small scale business operators who are generally
mobile and own trucks for transporting rice but lack warehousing
and milling facilities. They usually operate with their own
capital, usually of minimal amount therefore necessitating rapid
stock turnover.
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Table 5. Modes of Delivery for Products Purchased. August to
September, 1979. ' -

Product GAMC Modes of Delivery
Reporting AMC Supplier Combination
Number IIEnSDprPd‘*Eéreggt
A. Farm Commodities
Rice 8 37.5 25.0 37.5
Corn 2 50.0 - 50.0
Palay 6 50.0 33:3 16.7
Others, Copra 1 100.0 - -
B. Poultry & Livestock 1 100.0 - -
C. Farm Inputs
Fertilizers 15. 60.0 20.0 20.0
Chemicals - 15 40.0 26.7 33.3
Seeds 4 25.0 25.0 50.0
D. Farm Machineries & 4 50.0 25.0 25.0
Equipment
E. Prime Commodities 2 - 50.0 50.0
F. Agricultural 3 - - 100.0
By-Products
G. Others 4 75.0 - 25.0

Total 65 46.2 21.5 32.3
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farm equipment were supplied by private dealers, local traders
or viajeros (Table 7).

A comparison was made concerning the grain purchase prices
of marketing cooperatives and the competitors in the same bus-
iness. Seventy-five percent of GAMC's surveyed reported it was
the same, eight percent said it was slightly higher than its
competitors but 16.6 percent reported that the GAMC's purchase

prices were lower (Table 8).

Table 8. Purchase Prices of GAMC's Compared to Competitors.
August - September, 1979,

Price Comparison Practicing GAMC
Percent

GAMC Reporting 15

Slightly higher ' 8.3

Same 7 - 75.0

Slightly lower : - 8.3

Lower ' 8.3

b) Sales. The total sales volume for an eighteen month
period covering January, 1978 to June, 1979 amounted to P49.9M
(Table 9). Of this amount, P10.6M came from Central Nueva
Ecija Area Marketing Cooperative and P9.9M from North Cotabatio
Area Marketing Cooperative. These two Grain Area Marketing
Cooperatives were operating in rice granary areas, i.e., the

northern and the southern parts of the country respectively.
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Table 2. Consoclidated Total Sales of Fifteen Grain Area

Marketing Cooperatives During the CY-1978 and the
First-half of CY-1979.

Grain Area Marketing

Cooperatives X Sales
(in. thousand pesos) _
Jan. 1, 1978 - Jan. 1, 1979 - Total
Dec. 31, 1978 June 30, 1979

Bulacan 4,481.0 1,073.9 5,554.9
North Nueva Ecija 2,072.4 684.8 2,757.2
Central Nueva Ecija 5,687.9 4,875.3 10,563.2
Haditangs — 314.1 550.3
Tarlac 3,126.1 1,262.8 4,388.9
Bubangas 1.131.5 1,505.0 2,636.5
Mindoro Occidental 1,328.9 81.1 1,410.0
Albay 2,516.2 554.0 3,070.2
Aklan 1,215.1 990.6 2,205.7
Iloilo 1,400.5 410.5 1,811.0
Negros Oriental 1,280.2 1,069.7 2,349.9
Misamis Occidental 1,001.7 708.4 1,710.7
Surigao del Sur 672.9 540.8 1,213.7
South Cotabato 276.3 86.7 363.0
North Cotabato 6,125.8 2,720.7 8,846.5

TOTAL 32,552.7 16,878.4 49,431.1

AVERAGE 2,170.2 1,125.2 3,295.4




-.27 -

The products were sold to different market outlets with about
75 percent of the farm commodities sold to the National Grain. Author-
ity (NGA). Eighty-seven percent of farm inputs were sold to SN/SN-
members (Table 10). About 91.7 pércent of the GAMC's sold farm inputs
on a first priority basis to GAMC-SN members and only 8.3 percent to
the general public (Table 11). Only 58 percent of the GMAC's sold
farm products to AMC-SN members on first priority basis (Table 12).

Usually the buyers pick up the commodity purchased from the
cooperative. The payments for the major products sold were mostly on
cash basis. Agricultural by-products were sold on cash basis (Table 13).

c) Marketing Incentives and Practices. The GAMC's ocffered in-

centives to its clientele/customers. They were given discounts, com-
missions, and free freight were the most common incentives provided
to customers who purchased in bulk.

The GAMC's also offered incentives to suppliers of commodities.
Eighty percent of their suppliers were given free freight of com-
modities; forty percent were loaned sacks and about twenty percent
price average (Table 14).

The grain purchased were graded in terms of quality, purity,
moisture content, old to new stocks and variety. Table 15 shows
the number of Grain Marketing Cooperatives that practice grading.

In order to prevent spillages and spoilage, the cooperatives
used several safety measures. Most popular was the use of pallets-
86.7 percent; 80 percent used good containers and sacks. Collections
of spilled grains, use of good wall and roofing materials, and main-

taining sanitation in the warehouse were also practiced (Table 16).
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Table 11. Practices in Selling Farm Inputs. August - September,

1979
Source GAMC _ Priority
Reporting - First Come First Priority
First Served .
Number Number Percent Number Percent
Individual
GAMC-SN Member 12 - - _ 11 91.7
General Public 12 1 8.3 - -
Institutional '
SN 12 - - 11 81.7
 “Any Institution 12 1 8.3 - -

Table 12. Practices in Selling Farm Products. August - September

1979
Type of Customer GAMC ' Priority
Reporting First Come First Priority
First Served
Number Number Percent Number Percent
Individual
GAMC-SN Member 12 - - T 58.3
General Public 12 5 41 .7 - -
Institution
SN 12 o - - 9 75.0

Any Institution 12 3 25.0 - ~
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Table 14. Incentives Offered to Suppliers of Commodities.
August - September, 1979.

Incentive Number Percent
GAMC Reporting 5

Sack Lending 2 40.0
Free Freight 4 80.0
Price Averagea 1 20.0
Others 2 40.0

%price average refers to the average of the different prices
of a particular commodity prevailing in a locality or area.

Table 15. Grading Practices for Rice and Corn Purchased.
August - September, 1979.

Type of Grading Number Percent
GAMC Reporting 11

Quality/Purity 11 100.0
Moisture Content 11 100.0
0ld to New Stocks 9 81.8

Variety Class 7 63.6
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Table 16. Measures Adopted to Prevent Spillages and Spoilage.
August - September, 1979.

Safety Measures Number Percent
GAMC Reporting 15
1. Use of pallets 13 86.7
2. Use of good containers/sacks 12 80.0
3. Provide rat proofing/traps 6 40.0
4. Employ experienced laborers 10 66.7
5. Collection of spilled grains 11 73.3
6. Use of good wall and roof 11 78.3
materials
7. Prompt repair of drainage 6 40.0

system around warehouse

-3

8. Employ regular inspector 4 26.

w

9. Sanitation in the warehouse 11 73.
10. Others 1 6.7
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Finance

Cooperative financing is conceptually a mobilization of
the small, scattered resocurces of its members and channelling
them into the mainstream of cooperative activity. Time tested
cooperative precepts demand that funding requirements of coop-
eratives be provided by the members themselves through an organ-
ized and planned savings program. Harnessing the resources
of members must be undertaken before the cooperative considers .
tapping external sources of finance. And if external financing
is utilized at all, the cooperative shall endeavor to replenish
such funds with internally generated capital as soon as possible.

Sources of Financing. The marketing cooperative derives

its funds from the following:

1. Share capital - Direct membership capital shall be in

the form of shares of capital stock, each with the par
value of P1,000.00. Each member subscribes for at
least 5 shared payable in lump sum or by installments.
Payments for at least one share and the membership fee
shall entitle the members to rights and priviledges of
membership. By way of generating additional capital,
each member SN/pre-cooperative increases its share-
holding by channeling into the share capital at least
20 percent of annual collections of Baryio Guarantee
Funds (BGF).

Paid in shares of stock may earn interest at the

rate to be determined by the Board of Directors but in
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no case shall it exceed the ceiling prescribed by the
Ministry of Local Government and Community Development
(MLGCD).

The authorized capital is prescribed in the Articles
of Incorporation (Appendix D - Incorporation Format).
At least 20 percent of authorized capital shall be sub-
scribed. In no case should the paid-in capital be less
than $100,000.00 for purposes of organizing and regis-
tering the Grain Area Marketing Cooperatives.

Revolving Capital. The marketing cooperative may adopt

a scheme of generating capital by deferring the payment
of patronage refunds for a period not exceeding five
years. The rate of interest on patronage refunds delayed
shall be consistent with the rate prescribed by the MLGCD.

Capital Reserves, At least 10 per cent of the annual

income of GAMC's shall be set aside as General Funds to be
accumulated for the stability of the cooperative. Any
losses suffered by the cooperative may be charged against
the General Reserve Fund (GRF) with approval by the mem-
bers. ©On the dissolution of the marketing cooperative,
the GRF shall be donated to the Cooperative Education

and Training Fund.

Loan Capital. Borrowing may be made by the marketing

cooperatives from either the members or external sources
to supplement the members' share capital contribution.
Cooperatives operate under the principles that the required

capital shall be generated from within., Borrowings
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shall be resorted to only as temporary measures and

shall be replenished immediately with internally-generated
funds. In the event that the marketing cooperative has

to borrow additional capital, it must see to it that the
cooperatives' autonomy and independence are not compromised.

Subsidies, Grants and Donations. The GAMC is authorized

by law to accept subsidies, grants and donations from
local and foreign sources, subject to the rules promul-
gated by the Bureau of Cooperative Development (BCOD).

. Kilusang Bayan Guarantee Fund (KBGF). Each year the GAMC

shall set aside at least one percent of its gross income
as KB guarantee funds to be used primarily to achieve
the objectives of the organization, as a social fund for
financing common facilities and services of its members,
as premium payments for social insurance, and for in-
vestments in other cooperatives,

The consolidated capitalization of fifteen Grain
Area Marketing Cobperatives as of September 30, 1979 was
249.4M authorized capital; P10.2M subscribed capital
and a paid up capital of B3.7M (Table 17). There was
an increase of 29.6 percent on the subscribed capital
from December 31, 1978 to September 30, 1979. From

this increase, more than forty percent was paid-up.
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Table 17. Consolidated Capitalization of Fifteen GAMC's as
of December 31, 1978 and September 30, 1979.

Item As of As of Change
December 31, September 30,
1978 1979

(Values in thousand pesos)

Authorized Capital 35,500 49,400 13,900
Subscribed Capital 7,200 10,233 3,029
Paid-up Capital 2,377 3,690 1,313

Recordkeeping. There -are five (5) types of records or

books of accounts prepared and kept by GAMC's. These records
include cash receipt book, cash disbursement book, purchasing
book, sales book, accounts/notes receivable ledger and accounts/
notes payable ledger. The status of the records shows that
records were properly kept, up-dated and audited. Only one of
the marketing coops was found with an un-updated salesbook and
accounting ledgers (Table 18).

Financial statements were prepared by about half of the
survey of GAMC's quarterly (Table 19). Records were audited by
internal and external auditors.

Table 20, 21 and 22 show the different control measures on
cash, inventory and receivables as practiced by the cooperatives.
They maintained cash records and cash receipts. They used
vouchers, maintained an inventory of records/accounts and prac-

ticed regular inventory counts.
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Table 20, Cash Control Peolicies and Practices. August -
September, 1979.

Policy Number Percent
GAMC Reporting 15
1. Maintain Casb-Record and Cash 15 100.0
Receipts/Evidence
2. Use of Voucher/System/ 9 60.0
Disbursement by Check
3. Immediate Deposit in Bank 7 46.0
4. Use of Impost System 5 33.3
5. Frequent Cash Count 5 33.3
6. Division Responsibility 2 13.3
(Cash & Record)
7. Cash/Bank Reconciliation 2 13.3
8. Periodic Audit 1 6.7
Table 21. Inventory Controls and Policies. August -
September, 1979.
Policy Number Percent
GAMC Reporting 15
1. Maintain Records for Inventory 11 T3+ 3
2. Regular Inventory Count 8 53.3
3. Separation of Responsibility 6 40.0
(Recording & Custody)
4. Use of Documents on Inventory 5 33.0
Movement

5. Regular Audit 3 20.0
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Table 22. Policies and Practices to Control Receivables.
August - September, 1979.

Policy Number Percent
GAMC Reporting 15
1. Aging of Accounts 7 46.7
Issuance of Receipts and Other 7 46 .7
Evidence of Indebtedness
3. Regular Preparation of Receivables 5 33.3
Report
4, Maintenance of Subsidiary Ledger B 33.3
5. Noticesof Collection are Sent 4 26.7
6. Confirmation of Balance 3 20.0
7. Others 1 6.7




- 41 -

The records mentioned earlier should not only be kept but
they should be analyzed too. Analysis of the data is useful in
planning and controlling the efficient use of the capital resources.

Financial Analysis. Financial management is a key area in

cooperatives. This involves managing assets of cooperatives such

as cash, accounts receivables, inventories, fixed assets and in-
vestments in other cooperatives. It includes managing of liabili-
ties, maintaining sufficient member or equity capital and maintaining
a sound financial position that will be acceptable to creditors,
suppliers, or buyers of cooperatives products. This requires
periodic analysis of a cooperative's financial position, its
operating efficiency, and proposals for expansion.

Ratios are useful in making an evaluation of the past activity
in relation to some standard performance. Furthermore, ratios
are useful in forecasting future levels of capital investments
in various enterprise within the business.

In appraising the liquidity and indebtedness, three ratios
were used. These are the current ratio, equity/debt ratio, and
debt ratio.

The current ratio measures the margin of safety of business
against unforeseen events. The rule of thumb 2:1 (for current
assets to current liabilities ratio) should be used with dis-
cretion, since a cooperative's ability to meet its current
obligations will depend on the quality and the character of the

current assets and its debt capacity (ability to raise new credit).
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The equity/debt ratio (members equity: total debt) indicates
the debt capacity of the business. A 1:6 ratio indicates assets
financed mainly by creditors and a low debt capacity available.

A 4:1 ratio indicates the opposite.

The debt ratio is the ratio of total debts to total assets.
The rule of thumb for this ratio is 1:2 to be safe. Total debt
includes both current liabilities and fixed liabilities. This
ratio shows the extent to which assets aré financed from debt
(creditors) rather than equity (members). From the creditors’
viewpoint, the lower the percentage of debt financing the better,
since ownership funds provide a cushion of debt capacity to
absorb possible losses from operations and decreases in asset
values.

For appraising funds management, a sales/assets ratio was
used. This ratio calculates the turnover ratio of total funds
used in the business and is often used to judge the efficiency
with which a cooperative is using its assets to produce sales.
The rule of thumb is that sales should be at least 1 to 4 times
as much as the assets.

As of December 31, 1978, Central Nueva Ecija's Marketing
Cooperative has the highest value of assets — P4.3M, while North
Cotabato has the highest net worth value-P1.01M (Table 23). On
June 30, 1979, the Central Nueva Ecija Marketing Cooperative's
total assets amounted to P6.7M and its networth valued at BO.5M
(Table 24). The majority of the assets ie. buildings were financed

from longterm loans.
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Only Misamis Occidental and South Cotabato Grain Area Marketing
Cooperatives had a equity ratio of more than 1:1 as of June 30,
1979. The former with 3.8:1 and the latter with 1.05:1. Four out
of fifteen GAMC's have current ratios less than 2:1 indicating
that in short-run they are illiquid (Table 24).

In general, the equity ratio, current ratio and debt ratio
during December 31, 1978 and as of June 30, 1979 are stable. The
current ratio of 1.5:1 is below the standard. Equity ratio of
0.26:1 is relatively low. The debt ratio of 0.79:1 is high (Table
25). Major fixed assets are financed from debt (loans), although
a high level of debt financing is expected since most of GAMC's
are just starting operations.

The total sales for June, 1979 amounted to P16.8M while the
value of the total assets during the same date was P22.5M. With
those values, the efficiency ratio was 0.73:1.

With this as a background, there is a crucial need for
closer financial supervision and guidance to the GAMC's.

Operating Policies and Procedures. Policies are statements

of the organization's beliefs on vital issues that are useful in
guiding an individual or a group action toward desired goals and
objectives. They are guidelines or line fences defining boundaries
within which the organization operates. Policies are classified
into broad areas. These include those related to management
functions and those related to the functions of the business
enterprise. They should be written, inviolate, broadly stated,
carefully considered and formulated, long-range in duration and

adopted by the board.
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Aprendix C enumerates the different operating policies and
procedures for Area Marketing Cooperatives like Grain Area Marketing
Cooperatives. Some policies were not implemented as a result of
deficiency of capital. For example the GAMC's policy of upgrading
and developing SN-member's skills, industry and creativity neces-
sitates continuous training and education of members. Such requires
logistics and skilled manpower to make effective training programs
possible. The limited training capital, however, limits actual
implementation of the policy.

Another policy which has not been carried out effectively by
the GAMC's is the assistance to affiliated SN's of adequate and
periodic accounting and auditing services. There is 1aék of
competent, professional and dedicated¢ auditors within the ranks
that will do this job. It is wvital to have these records kept and
audited. The data will be very useful in providing information
for planning and preparing controcl systems to make the organization
viable and to improve its economic/business performance.

Institutional Linkages

The GAMC's are just one of the important units of the Phil-
ippine Cooperative System as shown earlier in Figure 1. To
highlight its role in the cooperative sub-system, a triumverate
of institutions was formed which includes the production, financing
and marketing units. This is shown in Figure 5.

The Samahang Nayon serves as the production unit, the Coop-
erative Rural Bank (CRB) as the financing unit and the Grain Area

Marketing Cooperative as the marketing unit. The triumverate
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members are so interrelated that if they were to function as
planned, there would be no problems. This system not only helps
keep the small farmers free from the "exploitation" of marketing
middlemen, but more importantly, provides farmers a marketing
structure which helps them develop their self-reliance.

The GAMC's market the produce of SN-farmer members. They
provide marketing services such as storage and processing. Modern
farming technology is extended to SN's members. On the other side,
the CRB's provide financing to GAMC's for operations. In similar
cases the bank extends credit to SN's for production purposes.

The SN's sell their produce to GAMC's.
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Figure 5. Triangular Linkages of Samahang Nayon,Grain Area
Marketing Cooperative and Cooperative Rural Bank
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PROBLEM AREAS/CONSTRAINTS MET BY GAMC'S

Based on the preliminary report from benchmark surveys con-
cerning cooperative marketing, the following were the most pressing
problems as perceived by the chairmen of the Boards and Managers
of fifteen (15) GAMC's: lack of adequate operating capital, lack
of discipline/education of SN farmer members, weak support of the
SN's and the Ministry of Local Government and Community Development
fieldworkers, inadequate facilities, and lack of extension per-

sonnel (Table 26).

Table 26. Most Pressing Problems of GAMC'S as Perceived by the
Chairmen of the Boards and Managers. August -
September, 1979.

CHAIRMEN MANAGERS
Number Percent Number Percent

Lack of adequate operating 14 93.3 15 100.0
capital

Lack of discipline/education 10 67.7 10 66.7
of SN farmer-members

Weak support of SN's MLGCD, 12 80.0 13 86.7
and local officials

Inadequate facilities 6 40.0 8 53.3

Lack of extension personnel T 46.7 8 53.3

Others 7 46.7 3 20.0

The problems are related to organization and management,
marketing, financing and institutional linkages. Each problem is

interrelated to one another. Solving the problems separately
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would be costly and provide no tangible social and economic
impacts to the people.

Management Problems

Grigsby et. al. reported that there is a lack of skilled and
trained managers to manage cooperatives. Inexperienced GAMC's
managers are not supported by consultative or supervisory help on
the job by the Cooperative Marketing System of the Philippines
field personnel. CMSP itself lacks experienced management people,
especially those having business expertise. Apparently, it also
lacks any identifiable top management team using a modern consul-
tative management approach. There is an apparent lack of supporting
elements for an effective and efficient CMSP-GAMC-SN system.ll

SN's do not fully support Area Marketing Cooperatives since
the GAMC's are unable to meet the economic needs of its members.
Education and training programs might not be adequate to arouse
the interest and enthusiasm of its members and therefore, support
for their marketing cooperatives.

The salaries/incentives for hired management are relatively
low as compared to that of the private business sector operating
the same kind of business. The problem is an off-shoot of limited
capital. It might be one of the major reasons for iurnover of
staff. Obviously, turnover can affect the services to members-
patrons. i =2 v Tom R

11Reid M. Grigsby et. al. Cooperative Rice Marketing Study.

Office of Agricultural Development-USAID, Manila, Philippine.
October, 1975. pp. 43-45.
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The annual audit reports by auditors to the GAMC Board are
delayed much too long to be useful as a management tool.

These management problems can be corrected by proper educa-
rtion and training at all levels involving the top to lower manage-
ment personnel of CMSP, GAMC's and even SN farmers themselves.
Training areas should include human relations, management and
accounting.

Marketing Problems

The farm products of SN-farmer members are not all sold to
the GAMC of which their SN is a member. Instead, they sell them
to local traders/viajeros and middlemen. Among the major reasons
cited by farmers are that they can readily get the cash as pay-
ments for the products sold by them.

The middlemen/private traders are well organized and have
been operating for a number of years. They have acquired the
marketing business skills which are lacking in the GAMC's mar-
keting men. The private business/middlemen know about farmers'
behavior and their weaknesses. Further, they have sufficient
capital and can even extend credit readily to farmers who need
money during a "crises" without asking any collateral. With
this extra service of middlemen to small farmers, the farmers
become so indebted that they sell their products to the middlemen
as an act of gratitude for the services rendered.

Another pressing marketing problem by major GAMC's is inade-
quate facilities for warehousing, drying and milling. The problems

can be minimized by the government providing GAMC's sufficient
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capital plus proper supervision and guidance from CMSP concerning
marketing business activities.

Financing Problem

Under-capitalization, with insufficient credit available, is
a major problem. The equity financing of a beginning GAMC is
usually very meager relative to its requirements. The lack of
adequate capital contributed to many problems i.e., limited/inade-
quate cooperative facilities such as warehouses, milling and
drying. Hence the business operations of a GAMC become limited,
resulting in it not serving all its SN members.

The ability of SN's to raise capital is limited to roughly
30 percent of that accumulated in their Barrio Guarantee Fund.
Financing by loans has been limited primarily to those provided
by the Agricultural Credit Administration (ACA) under guarantee
from the Cooperative Development Loan Fund (CDLF) and direct loans
granted by CDLF.lg

Part of the financial problem .is attributed to lack of gov-
ernment budgetary support as a result of an unexpected shortfall
in foreign exchange earning, coupled with the increased cost of
fuel imports. The situation is further aggravated by the absence
of a well managed and tested system of cooperative financing in

the country.13

121pid., p. 38.

13Agricultura1 Credit and Cooperatives Institute. Research and
Evaluation Program of Cooperative Marketing Project of the Philip-
pines: A Preliminary Report. UPLB. Philippines Oct. 1979, p. 4.
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To solve the problems, governmment financial assistance
with management guidelines and supervision is necessary especially
since some cooperatives are just beginning their operations. On
the part of GAMC's, strengthening the savings and membership pro-
grams are required.

Further, financial management is also required since it is
a key area in a cooperative. It involves: 1) considering funds
available and sources for additional capital; 2) allocating funds
among assets to be financed; and 3) ensuring that all aspects of
financing are dealt with in a manner consistent with sound bus-
iness practices and cooperative principles.

Weak Institutional Linkages

The triangular linkages of an SN, GAMC and CRB are weak.
Some of the SN-farmer members who borrowed money from CRB for
production purposes purchase their farm inputs, ie., fertilizers,
chemicals and seeds notrfrom GAMC but from private dealers. They
claim that GAMC charges higher prices. The farmers fail to con-
sider that GAMC is operating just like other businesses, hence
it should derive net earnings. They do not realize that the net
earnings are returned to them in terms of patronage refunds or
dividends, as the case may be.

It has been generally observed that the expected supervision,
cooperation, support and coordination between and among coopera-
tives institutions, the SN-farmer/members and MLGCD fieldworkers
are very weak. Fifteen Area Marketing Cooperatives and nine

Cooperative Rural Banks surveyed claimed that they did not get
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full support of SN's and the farmer-members in terms of investment
and patronage. They claimed that MLGCD technicians were seemingly
not very much interested in their affairs. As such, they feel that
they were being left alone and have no alternatives but to operate
by themselves in order to survive.

The SN's and their members, on the other hand alleged that
their GAMC's and CRB's were operating as if the SN's were not
part of the triumvirate arrangement. SN's complain of not being
informed of GAMC's and CRB's operations, of receiving no tangible
benefits and services from these organizations, and of being
offered higher prices for inputs and lower prices for palay. They
further contend, they only hear from their GAMC's and CRB's when
these organizations request additional investment. Because of
this, the majority of SN-members returned to dealing with their
local traders and input dealers as their traditional sources of
credit and inputs.

On the other hand with MLGCD fieldworkers, the problem arises
mainly due to limited time they are able to allot to supervising
their SN's and cooperative as a result of their big volume of
work with the other two bureaus of their ministry. This is not
to mention their deep involvement with numerous tie-up programs
with other ministries. It is true, however, that there are cer-
tain cases wherein fief&workers were observed to be not very
enthusiastic with respect to cooperatives. 1In Negros Oriental
for instance, it was the Provincial Development Officer himself
who showed indifference to the present cooperative development

program. He even stressed that the organization of SN's in the
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area was just a mere compliance to the ministry's order.14

Recently the Bureau of Cooperatives was placed under the
Ministry of Agriculture. The staff can now have full concentra-
tion on cooperative development programs. The fieldworkers have
more time to work with their areas of assignment and responsibil-
ities unlike when they were under the Miniétry of Local Govern=
ment and Community Development office where local government

work was also included. With the change in the system, GAMC's

and SN's will both directly or indirectly benefit.

Other Relevant Problems

A danger of repeating past errors might occur by establishing
too many Area Marketing Cooperatives too soon too close together
for each to maintain some economic viability. The CMSP - an apex
of the cooperative marketing structure and BCOD must look at this
matter closely. New GAMC's are formed as a result of BCOD study
teams' recommendatibns. Study results are based only on input
from members of a Grade A SN%5 and without sufficient prior
involvement of the CMSP in a "partner role" to help decide the
following guestions:

1. Skould another Area Marketing Cooperative be formed?

2. Is the location strategic to serve the most number of

small farmer?

3. Should these SN's be served by a branch or satelite of

i .
41pid., p. 16.

15Grade A SN's are Samahang Nayons whose members have satis-
factorily completed the technical education and management
training in Phase II of an SN program and have complied strictly
with the Barrio Savings Fund and Barrio Guarantee Fund.
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of an existing viable GAMC already operating from some
centralized location?

A recognition that GAMC's are cooperative business organiza-
tions as part of the private sector and not political units of
the government should be borne in mind. Because GAMC's are based
on trading, they must be in the best possible location with the
provision for later addition of branches or éatellites for overall
accumulation of palay in the palay-rice marketing sequence and
for getting major farm production supplies as near as possible
to the point of use by SN-farmers.

The majority of the present problems of cooperatives dis-
cussed are similar to those experienced by previous programs,
According to Tiongson and Salvacruz, past cooperative programs
failed due to the following:

1) Absence of substantial loyal membership support;

2) Incompetent management;

3) Weak financial base; and

4) Competition of established business.16

McGrath who has followed the development of cooperatives
in the Philippines, observed that at least two factors partly
contribute to past failures and present problems of some
cooperatives:

1) The wrong kind of cooperative education, and

16Fabian A. Tiongson,Joseph S. Salvacruz. '"The Cooperative
Movement in the Philippines,'" a mimeograph, UPLB, 1978.
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2) A dependency mentality which is probably a hangover from
centuries of colonial status. This dependency shifts to others
and often acompanies some repetitive patterns of behavior such
as:

a) Using personal influence to circumvent laws and regulations;

b) Asking for special privileges for relatives and friends;

¢) Justifying and covering up dishonest dealings of others;

or
d) Allowing those behavior patterns to continue because it

is embarassing to say "no" to any request.l7

17
Mary Jean McGrath. Teaching Cooperation Through the Educa-
tion System. Office of Agricultural Development USAID, Manila,
Philippines. 1977, p. 4.
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SUMMARY /RECOMMENDATION/IMPLICATION

The Philippine government is exerting all efforts towards
the attainment of its goals and objectives of strengthening the
cooperative movement in the country. There has been much done;
but much remains to be done.,

The problems and constraints met by cooperatives need
critical analysis and require necessary actions to foster the
creation and development of cooperatives gsa means of increasiag
the income and purchasing power of the low income sector of the
population and to attain equitable distribution of income and
wealth. It is important that the following general recommenda-
tions are considered:

1) Continued and intensified technical and financial
assistance to Grain Area Marketing Cooperatives by the
government.

2) Coordination of support activities with other government
and private agencies. Coordination of efforts with other

agencies is not only desirable and efficient, but it is

essential for the success of the program.

3) Development from within the cooperative itself including:
a) Strengthening the Samahang Nayons
b) Continual capital build-up;
¢) Encouragement of savings of members; and
d) Skills training of members, hired management

and the Board.
4) Marketing research and periodiec evaluation of GAMC's.

5) Training of management staff/people at all levels -
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BCOD, CMSP, GAMC's and SN's.

One of the many broad approaches that can be used to help

solve problems is proper education, training and research.

Several specific courses of actions can be undertaken to improve

the performance of Grain Area Marketing Cooperatives in the

country. These are the specific recommendations:

On Management

1.

5.
6.

18A

Manuel

uation.

Establish a viable "management team effort™ by having
job description understanding between the manager and

the Board.

. Upgrade the staff capability by formal and on-the-job

training with special emphasis on accounting, human
relations and management functions.

Strengthening accounting, auditing and financial
analysis provides management a better tool for decision
making. It also provides better financial control of
operations and investments.

Improve efficiency of grain marketing cooperatives'
operations by planning, budgeting and more effective use
of its resources - human, facilities and equipments.
Initiate an intensive program to improve public and
member relations and services to SN's.

Reinvigorate and, where necessary, reorganize ailing SN's.

sample of evaluation checklist was developed by Dr. Milton

of Kansas State University which is useful for such an eval-

There are key questions about planning, organization, di-

recting, controlling and co-op management team (see Appendix E).

Have periodic evaluation of the management of cooperatives.18
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Increase individual incentives by salary increases to
hired personnel based on merit. Bonuses may be used for
this purpose but salary increases based on merit are

preferable.

On Marketing

1.

Provide market price information to farmers as part of
GAMC's extension services.
Provide better marketing incentives to SN-member-patrons,

e.g. cash discounts for large volumes.

On Fihancing

1.

2.

Limit investment on facilities to those actually needed.
Increase capitalization by increasing memberships and
volume of business.

Conduct feasibility studies and analysis before beginning
new activities or adding services and use these types of
studies to evaluate existing services and performance.
Practice planning, budgeting, and periodic evaluation of

account books as control measures.

Institutional Linkages

1

Others
1.

‘Strengthen institutional linkages with SN-CRB-CMSP and

other cooperatives.

Strengthen BCOD and CMSP staff capability to be able to
serve effectively and efficiently the cooperatives.
Require feasibility studies prior to organizing new

cooperatives to determine if there is an economic need



-64—

for the proposed cooperative and if the proposed cooper-
ative can wisely meet this economic need.

Since the majority of the GAMC's problems relate to inadequacy
of capital and mismanagement, the BCOD and CMSP should undertake
a study to evaluate and analyze existing cooperatives, liquidating
those that show an unsound financial position and retaining those
that show promise of achieving a sound financial status. Should
they merge or consolidate one GAMC into another? Which of the
cooperatives require closer supervision and guidance? This is
one major issue that can be researched.

By merging or consolidation of two or more cooperatives, the
following can be achieved:

1. Economies of scale in buying and selling.

2. Better use of facilities and equipment.

3. Improved and strengthened cooperative financing.

4. Opportunities for new areas of business.

5. More competitiveness.

6. More capable manager.

It should be recognized also that mergers per se do not
necessarily improve business performance. Whether or not mergers
can succeed in promoting the interest of members will depend on
the competency and ability of management to handle the new and
enlarged responsibilities srowing out of a merger. Success of
merger involves (1) the effectiveness and objectivity of the
educational programs that are developed to acquaint all interested

groups with what can and what can not be accomplished through
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merger; (2) the understanding and support that members give to the
merger venture; (3) the leadership of directors in dealing with
the intricate and complex problems involved in merging; and (4)
the willingness and ability of the manager and the staff to meet
their expanded opportunities.

If capital were not a constraint, the GAMC's would like to
acquire supporting facilities and equipment i.e. ricemill, driers,
warehouses. They plan to increase the number of skilled manpower;
improve operating plans i.e., marketing warehousing and milling;
conduct general and advanced training of their staffs on coopera-
tive management, marketing, finance and extension services. All
these plans aim to best serve the member-patrons of the cooperative.

Cooperative may have social and cultural objectives as well
as economic. A successful cooperative that is meeting an economic
need of its members may also achieve social and cultural objectives.
However, a coop‘that has social and cultural objectives and does
not meet an economic need will fail unless subsidized in some
fashion. If a country is truly objective in its program for
economic development, it will recognize that if institutions are
to be social and cultural, then another form of organization should
be chosen to achieve these objectives, suchras a government agency,
a foundation or a civic organization.

Finally, it can be said that the future of Grain Area
Marketing Cooperatives is bright. By providing the technical
and financial assistance plus the coordinated support activities

of the government agencies, the private sector and the farmers'



- Bl =

commitment for cooperation, the Grain Area Marketing Cooperative

program can not fail.
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MALACANANG
Manila

PRESIDENTIAL DECREZ NO. 175
-3TRENGTHENING THE CCOPERATIVE MCVEMENT

WHEREAS, a parallel measure to the emarcipation of tenant-
farmers from feudzl bondage, as provided for in Presidentizal
Decree No. 27 dated Cctober 21, 1372, is a provision for a strong
social and economic organization znd systex to ensure that they
will enjoy on a lasting basis the benefits of agrarian reform;

WHEREAS, there are ecually less fcrtunate segments of our
society who zre in need of socizl aad economic ameliorztion znd
should have the right to enjoy the privilege of self-development,
social growth and economic independernce under a2 truly just and de-
zocratic society;

WHEREAS, there is a need tc increase income and purchasing
power of the low-income sector of the poprulztioz in order to attain
a2 more ecuitable distribution of income and wealth;

WHEREA3, the cooperative institution is 2 zeans of attein-
ing 2 more ecuitzble distribution of income and wealth and pro-
viding the couxmon man a digniiied level of existence;

WHEREAS, the Bayanihan Spirit is an inborn trait of the Fili-
pino people which if properly guided can serve 2 strong foundation
of cooperative institutioas;

NOW THEREFORE, in order to effect the desired changes and
reforn in the economic, social and political structure of our
society, I, FERDINAND E. MARCCS, President of the Philippinses, by
virtue of the powers in me vested by the Constitution as Comman-
der-in~-Chief of the Armed Forces of the Philippines, and pursuant
to Proclamation No. 1681, dated September 21, 1972, and General
Order No. 1 dated Jeptember 22, 1372, do nereby order aad decree
the following:

Section 1. Declaration of Policy - It is hereby declared the
policy of the State to foster the creation and growth of cooperatives
as a means of increazing income and purchasing power of the low-
income sector of the population in order to attain a2 more eguitable
distribution of income and wealth.
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Jection 2. Cooperative Defined - Tcoperative shall mean
only organizasions comgcsed primarily of small producers and of
consumers who voluntarily join together to form business enter-
prises which they themselves own, contreol and patronize.

A small producer shall mean a self-eaployed individual who,
by himself or with his family provides the prizary labor rsquire-
ments of his business enterprise or one who earns at least fifty
percent of his gross income froa the payment proceeds or income
of the labor he provides.

Section 3. Cooperztive Principles - A cooperétive shall te
governed by the following principles:

(a) Open meabership - Membership in a cooperative should te
voluntary and available without artificial restriction or any
social, political, racial or religious discrimination to all per-
sons who can make use of its services and are willing to accept
the responsibilities of aexzbership.

(b) Democratic control - The cooperative is meant to be col-
lectively owned and controlled by its meambers. As such, the sup-
reme power in a cooperasive society resides in the general member-
ship, where each member is entitled to one vote, regardless of the
amount of capital he has contributed. The affairs of the cooperative
shall be administered by persons elected or appointed in a manner
agreed by the zmembers accountable to them. In other than primary
cooperatives, administration shall be conducted in a suitable de-
aocratic fora.

(¢) Limited interests to capital - Share capital shall eara
only limited interests, the maxiaum rate of interest to be es-
tab.ished by tne Bureau of Cooperatives Development, Hinistry of
Agriculture from time to time.

(d) Patronage refund - Net income after the interest on ca-
pital has been paid shall be redistributed among the meambers in
proportion to their patronzge.

Section 4. Powers of Cooperatives - Cooperatives shall have
have the following powers:

(a) To exercise the same rights and privileges given to ger-
sons, partnerscips ana corporations. provided under existing laws;
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(b) To establisk and operate business enterprise of all
kinds as their nceds dictate and their cezpebilities allow subject
to the provisions c¢f existing laws;

(¢) To establish rural banks under the Rural Bank Act and/
or to purchase government held preferred shares of rural banks
which may be coaverted to voting common stocks, under the rules
and regulations to be promulgated by the Monetary Board of the Cen-
tral Bank and the Agrarian Reform Fund Commission;

(d) To enjoy 211 the privileges and incentives granted by
the NACIDA Act and those grantec by all government agencies to
business organizations under existing laws, provided that all re-
guirements are aet;

(e) To petition the government to expropriate idle urban or
rural lands for agricultural production, cottage industry, busi-
ness or housing purposes; and

(f) To own and dispose of property to eanter into coatract to
sue or be sued and to do and perforam such other acts as aay be ne-
cessary in the pursuit of its objectives.

Secticn 5. Privileges of Cooperatives - Cooperatives shall
eajoy the following privileges: '

(a) Exeaption from income taxes and szles taxes grovided that
a substantial portion of the net income of the ccoperziive is re-
turned to members in the form of interest and or patronage refunds;
Provided, further, that for income tax purzoses, non-agricultural
cooperatives snall be exempt for a period of five (5) years and
agricultural ccoperatives for a period of ten (10) years reckoned
from the date of registration with the Bureau of Cooperatives Deve-
lopment; Provided, finally, that the tzxable income shall rean that
gortion of the cooperative's income after deducting the ianterest
paid to members and patonage refunds;

(b) In areas where appropriate ccoperatives exist, the pre-
ferential right to supply rice, corn and other grains, fish and
other marine products, meat, eggs, milk, vegetables, tobacco and
other agricultural commcdities produced by aembers of tie coopera-
tives concerred to 3tate Agencies administering price stapiliza-
tion programs; and

(¢) In appropriate cases, exemption from the application of
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the Mininum Wage Law upon the recommendation of the Bureau of
Cooperatives Development subject to the approval of the Minister
of Labcr. '

Section 6. Financial Assistance to Cooperatives - There is
hereby created a Cooperavive Development Loan Fund for the deve-
lopment of the cooperative movement.

(a) 3Sources of funds - This fund shall be finznced from the
following sources:

1) General appropriations
2) Proceeds of sales of US Public Law 480 commodities .

3) Poreign loans or proceeds of sales of commodity
loans

4) Grants and donations

5) Levies imposed by existing laws on agricultural cca-
modities for the development of cecperatives; and

€) Such other sources as are now provided by existing
laws or as may Gte provided for in the future.

(b) Uses - This Fund shall be utilized for the followirg pur-
soses:

1) Source of loanable funds to cooperztives;

2) Serve as a guarantee for loans granted to coopera-
tives; and

3) Source of advances to cooperatives for the purchase
of eguity of rural barks.

In no case shall any portion of this fund be utilized for
direct loans to farmer members. As far as practicable, funds shall
be channelled through existing government and private financial
institutions.

(¢c) Adaministration of fund - For purposes of administering
the fund, there is hereby created a lManagement Committee composed
ofs

1) A representative of the Ministry of Local Govern-
ment and Community DJevelopment who shzll serve as Chairman;
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2) A re.resentative of the Central Bank of the Philip-
pines;

3) A representztive of the Philippine Naticnal Bank;

4) A representative of the Ministry of Agriculture and
Natural Resources;

5) A representative of the Hinistry of Agrarian Reforam,
and

6) Two representatives of the Cocperative Movement de-
signzted by the Minister of the Ministry ol Local Government and
Community Development.

The Management Committee shall have the pcwer to administer
this fund and prescribe rules and regulations for its utilization.

(d) Other financial assistance - the Agrarian Reform Fund
Commission, Food Terminal, Inc., National Development Corporation
or their subsidiary institutions or the subsidiary institutions
of any government financial agency or any government agency is
authorized to establish or acquire fixed facilities such as stc-
rage facilities, requiring large long-term investment which shall
be leased or sold to cooperatives. Likewise, cooperatives shall
have preferential right to purchase or lease existing facilities
as herein above specified belonging to other government institu-
tions and agencies.

Section 7. Management and Training Assistance - There is
hereby established a Management and Training Assistance Prograam.
It shall create a Central Mansgement and Training Pool to be com=-
nosed of top caliber managers, who may be assigned to actively
manage a cooperative or cooperatives for the prime purpose of train-
ing an understudy or understudies to assume manzgement thereafter.
In this connection, it may contract for and defray the cost of
professional managers and/or firms who shall actively manage coo-
peratives as part of the training program. Cooperative . managers
contracted for this purpose shall be exempt from WAPCO salary
rates. Training programs to develop cooperative managers may ve
undertaken by any existing educational or other institufions on
contract basis.

Suitable and practical management materials and guides shall
be developed for the use of cooperative managers.

The Management and Training Assistance Program shall be ad-
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ministered by an Advisory Board of five meabers to be appointed
by the Minister of the Ministry of Local Government and Communi-
ty Development, at lezst two of whom shall come from the coopera-
tive system, and one from the Ministry of Agrarian Reform.

The Management Training Program shall be financed from the
following sources:

(a) General appropriations;
(b) Income rfrom the Cooperztive Development Loan Fund;
(¢) Grants and donations; and

(d) Contribution from cooperatives.

Section 3. Powers of Regulatory Agency - The Ministry of
Agriculture through the Bureau of Cooperatives Development is ves-
ted with full authority to promulgate rules and regulations to
govern the promotion, organizaticn, registration, regulation and
supervision of all types of cooperatives. Specifically, it shall
have the following powers:

(a) To call on any office, agency, instrumentality or in-
dividuals belonging to the goverament or private sector for such
assistance as may be needed.

(b) To register new cooperatives, re-register existing coo-
peratives and regulate and supervise the following types of
cooperatives

1) Barrio Associations which shzall have the provision-
al status of a cooperative and serve the requirements of Presiden-
tizl Decree No. 27 in the issuance of certificaies of land trans-
fer;

2) Local or primary ccoperatives which shall be coca-
vcosed of natural persons and/or barrio associations;

3) Federztions which shall be composed of cooperatives
which may or may not perform business activities; and

4) Unions of cooperatives which shall not perform any
business activities.

Provided, that, in the case ¢f re-registration, the cooperative
ghall file its application or petition for re-registration within
a pericd of six (6) months from the date of promulgation of this
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Decree, arnd its corgorate existence shall be deemed to continue
until the application or petition is approved or denied; and
Provided, further, that for purposes of re-registration, Section
2 and 5 (a) hereof shall not be applicable to existing coop-
eratives which do not meet the gqualification requirements provi-
ded for in this DJecree.

(c) To determine the manner and extent by which powers,
privileges, assistance and support granted to cocoperatives pro-
vided by this Decree shall be exercised or enjoyed by cooperatives;

(d) To suspend the operation or cancel the registraticn of
any cooperative after hearing and when in its judgment and based
on findings, such ccoperative is operating in viclation of this
Decree, rules and regulations, existing laws as well as the by-
laws of the cooperative itself;

(e) To liquidate and to determine disjgosal of assets and
settlement of liabilities of any cooperative which has been in-
operable, inactive or defunct or any cooperative violating the
penal provisions herein provided;

(f) To recommend charges to be filed against any official of
any cooperative who has committed crimes against the cooperative
or who has violated the penal provisions herein provided; and to
establish rules and regulations governing the suspension and/or
expulsion of any members of a cooperative;

(g) To condone the principal and/or accumulated interest on
vast due production and/or farm improvement loans extendad by the .
defunct Agricultural Creait and Coopersztive Financing Adminis-
tration and the Agricultural Credit Administration to farmer mem-
bers of agricultural cooperatives, and to authorize writiag off
of bad debts or bad accounts of agricultural cooperatives arising
from loans granted by the Agricultural Credit and Cooperative
Financing Administration or the Agricultural Credit Administration
subiect to the rules and regulations to be promulgated jointly by
the Niaistry of Local Governments and Community Development and
the Ministry of Finance;

(h) To recoamend charges tc be filed against non-farasrs
who through misrepresentation have secured loans from the Agri-
cultural Credi% and Ccoperative Financing Administration or the
Agricultural Credit Administration through agricultural cooperatives;

(i) To authorize the collection by barrio associations and
cooperztives past due loans granted by tke Asricultural Credit
and Cooperative Financing Administration or the Agricultural Credit
Administration on a commission otasis; and
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(j) To authorize cooperatives to collect zmortizations on
lands under Presidential Decree No. 27.

Section 9. Penal Provisions - (a) Mo person or group of
persons other than cooperztives registersed pursuant to the provi-
sions of this Decree shall use in its name the word ccogerative
of its ecuivalent in the vernacular with intent to defraud. vViolators
shall be fined Two Thousznd (P2,000.00) pesos. In case of insol-
vency, a subsidiary imprisonment of not more than six (6) months
ghall be imposed.

(b) Any official of the cooperative, elected or appointed,
who commits crimes agzinst the cooperative shall be penzlized in
the same way a8 if such cfficial were a civil servent, with dis-
gualification of holding any elective or appointive office.

(c) Any official of the 3Stzte, elected or zppointed and not
belonging to the Ministry of Loczl Government 2nd Community DJevelop-
ment, who willfully and unduly interferes with the tusiness ac-
tivities and internzl affairs of any cooperative shall be pena-
lized by a fine of not more than five thousand peses (P5,C00.00)
and/or imprisonment of not more than six (€) =onths.

(d) Individuals who are found to have organiced cooperatives
for the evident purpose of taking advantage of the privileges gran-
ted to cooperatives under this Decree and who operate such or-
ganizations in clear violation of cooperative prirnciples herein
set forth s adjudged by a competent court shall be subject to
attachment of all their assets in such organizaticns znd suck or-
ganizations shall summarily be stopped from operating without pre-
judice to other penalties as provided for by existing laws.

Section 10. Separability Clause = If any provision, provisions,
part or parts of this Decree is declared unconstitutioral, such
declaration shall not invalidate the cther provisions hereof.

3ection 11. Repealing Clause - All past cooperative laws are
hereby repealed. Portions or parts of any other laws inconsistent
herewith are likewise repealed. The Ministry of Agriculture through
the Bureau of Cooperatives Development shall promulgate within
thirty (30) days from date hereof the rules and regulztions Ior the
effective implementation of this Decree and upon approval by the
President of the Philippines shall have the force and effect of lzw.
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These rules and regulations may be amended, modified or abrogated
as the circamstances may so demand.

Done in the City of Manila, this 14th day of April, in the
year of Cur Lord, nineteen hundred and seventy-three.

(SGD.) FERDINAND E. MARCOS
President
Republic of the Philippines

By tke Fresident:

(SGD.) ALEJANDRO MELCHOR
Executive Secretary
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APPENDIX-C

OPERATING POLICIES AND PROCEDURES FOR A KILUSANG BAYAN FOR MARKETING

" PURCHASE, HANDLE AND MARKET PRODUCTS OF SAMAHANG NAYON/PRE-COOPERATIVE MEMBERS.

Al

1.
2,

Policies

The Kilusang Bayan shall collect the assembied produce of Samahang Nayon/pre-cooperative members.

The Kilusang Bayan shall purchase the SN/pre-cooperative members’ produce at the price prevailing in the lo-
calities. Distractive, competition shouid be avoided. It should operate within the frame work of sound coopera-
tive business practices. _

The member-Samahang Nayon shall give the Kilusang Bayan full authority to market its members’ produce.

Procedures

The Kilusang Bayan shall designate the assembly points where the produce of Samahang Nayon/pre-cooperative
members could be delivered.
The General Manager shal! coordinate the marketing activities of the KB with the Cooperative Marketing System
of the Philippines (CMSP) the Cooperative Rural Bank {CRB} and the Natiosal Grains Authority (NGA). The
Kilusang Bayan may also undertake direct sales to customers, through a system of auction in order to obtain
better prices. If it decides to sell the product of members as processed, it may acquire warehousing facilities, rice
mills and other facilities needed for processing the members’ produce.

As much as possible the facilities of consumers cooperatives in key urban centers shall be utilized as outlets
of the Kilusang Bayan. )
The Kliusang Bayan shall acquire, lesse, meintain and operate a truck pool, warehouse and rice mill, to haul,
store and process the products of its members.
It shall establish a processing piant or effect an agreement with already existing plants to process the excess
produce especially perishable commodities. ’
The Kilusang Bayan general manager must see to it that sufficient working capital is available for the purchese
of SN/precooperative members produce. If not available, he may recommend to the Beard of Directors bor:
rowing from CDLF/CRB or secure cash advances from CMSP.
The Kilusang Bayan shall deduct from the cost of produce the following:
a)  The obligation of the SN member to the KB, CRB or other financing institution/agency with whom the

KB signed an agreament; and
b}  The obligation of the SN member to the member-samahang nayon/pre-cooperative if any,

PURCHASE AND SELL TO SAMAHANG NAYON/PRE-COOPERATIVE MEMBERS THE FOLLOWING:

a
b.

c.'.

A

Production inputs such as seeds, fertilizers, chemicals, and other supplies needed in production.
Labor saving devices, equipment and cther implements, such s driers, etc.

Prime commodities needed by its members.

Policies -

The Kilusang Bayan shall maintain an up-to-date information of the quantity es well as current price levels of

production inpurts, like seeds, fertilizers, chemicals, and prime commeodities needed by Samahang Nayon/pire-coopera-
tive members. '

It shall endeavor to procure these production inputs and supplies together with labor saving devices and other

equipment in bulk to avail iseif of the economies of scale.
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B. Procedures

1.  The Kilusang Bayan shall require sach member-Samahang Nayon/pre-coopersative to submit the input and houss
hold needs of their respective members including labor saving devices and equipments.

2. The Kilusang Bayan shall conduct & survey of supplier/s who can offer the best price of commodities especially
farm inputs which the KB will sell to the member-Samahang Nayon/pre-cooperative.

3 The Kilusang Bayan shall distribute the inputs and household commodities to the Samahang Nayon/pre-coop., the
latter will in turn distribute the same to its members. If the SN does not have trucking facilities for delivery, the
KB shall arrange with the supplier the delivery of the commodities to the member-Samahang Nayon.

MOBILIZE THE RESOURCES OF ITS MEMBERS FOR CAPITAL FORMATION:
Policy:
' 1.  The KB shall encourage continuous and regular savings and/or retsins for the mmon:eafbuﬂglincltsupihlbm.

PROCEDURES:

1.  The prospective members Samsahang Nayon/Pre-Cooperative shall subscribe for at least 5 shares payable in lump-
sum or in regulsr installments as prescribed in the membership subscription agreement.

2.  Upon payment in full of the miniroum number of shares, the member Samahang Nayorn/pre-cooperative shall in-
crease its shareholding by channeling 20 per cent of its annual Barrio Guarantee Fund collection.

3. The member Samshang Nayon/pre-cooperative shall recycle into the KB at least 50 per cent of its annual intsrest
on capital.

UTILIZE AND DEVELOP SKILLS' INDUSTRY AND CREATIVITY OF SAMAHANG NAYON/PRE-COOPERATIVE
_MEMBERS IN THE PRODUCTION OF COMMODITIES

POLICIES:

1.  The KB shall endeavor to utilize fully existing skilis and manpower for productive activity.
2. The KB shall make upgrade snd develop Samahang Nayon/Pre-Cooperative members skills, industry and crest-
vity.

PROCEDURES:

1. The KB shall pool existing skills and manpower resources of Samahang Nayon members for productive activity
aiong sound cooperative lines as a possible source of additional income.
The KB shall continue to explore possible markets snd product lines to maximize the utility of available 2w
materials, manpower and skiils.
The KB shall undertake market and product research activities and provide the corresponding training to im-
prove the quality of the Samahang Nayon/Pre-Cooperative members skills.
The KB shall make provisions for the development and growth of Samahang Navon/pre-cooperative members’
and the elevation of their production activities on an economic level.

& WP

QUALITY CONTROL TO STANDARDIZE PRODUCTION
POLICY:

~1..  The KB shall adopt standards in production.
PRQCEDURES:

1.  The KB shall maintain quality standards that will make its products competitive with private dealers in the mar-
ket.

2. The KB shall previde adequate safe guards against spoilage to ensure consistent quality.

3. The KB shall edopt consistent test rmeasures in quality control.
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PROVIDE ADEQUATE AND PEBIODIC ACCOUNTING AND AUDITING SERVICES TO THE SAMAHANG
'NAYON/PRE-COCPERATIVE

A

h

Poliu’es

The Kxiusang Bayan shall see to it that affiliste SN!pre-eooperauva are assisted with adequate and periodic ac-
counting and auditing services.
The KB shall develop within its ranks competent profasSional auditors.

Procedure-

The KB shall supervise the installstion of an adequate accounting system in each of the member SN. The KB
auditor or its agents shall discuss with the SN Board the system and its rationalization.

The KB, through its Education Committee and in coordination with other cooperatives and the DLGCD: shall
prepare training designs and conduct training activities for the deveiopment of its own corp of aud:tors.

The KB may, depending on its capsbilities and the need for audit by its affiliates, enter into contracts with
reputable accounting firms to conduct the audit of its members-SN.

\ @ - :
UNDERTAKE CONTINUQUS EDUCATION AND TRAINING PROGRAMS FOR QFFICERS AND MEMBERS OF THE
SN/PRE-COOPERATIVE.ON THE CONCEPTS AND PRACTICES OF COOPERATIVE MARKETING.

A

1.

2
3.

Policies

The Kilusang Bayan shail adopt a continuous training program for officers, directors, u:nmfmttee members and
members on the concepts and practices of cooperative marksting.
The Kilusang Bayan shaill serve as an exercise in community Igadership.

Procedures

The Education and Training Committee shall plan and conduct appropriate trammg activities in cnordinmn
with the DLGCD and cooperative trammg institutions.

It shall formuiate steps to carry out-‘the training of the present and future officers of SN and KB.

It shall provide a budgat to financs the information and training ectivities.

ACQUI RE SUPPLIES AND FACILITIES LIKE EQUIPMENT AND MACHINERIES EITHER BY CONSTRUCTION ON
SELF-HELP BASIS; PURCHASE; LEASE AND/OR DONATION.

A--

1.

Policies

To maintain facilities, eqmpﬂ'lent mad'unes'm and supplies necessary. and essential to the business activities of
the KB.

To acquire, purchase or lease existing facilities established by the Food Terminal Inc., National Development
Corporation or their subsidiary institutions of any government financial agency, or any government agency 2s
provided under Section 6 — D df Presidential Decree No. 175. )

As much as possible, funds for acquiring needed facilities shall come from the capital of the KB. To augment its
funds, the KB may borrow from the Coopa_l_‘_a_nm Development Loan Fund and other lending institutions.

Procedures

The General Manager of the KB shall:

al  determine the volume of business it expects; the facilities and equipment necessary for the operation.
b)" procure the facilities and equipment needed;

¢)  program the full utilization of said facilities and equipment.

The Board of Directors of the KB, upon the recommendation of the General Manager shall appropriate the
necessary amount to finance its undertaking. 1f funds are insutficient, the Board of Directors may borrow from
the CODLF or other financing institutions to augment its capital.
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3. The General Manager shall prepare the necessary project study showing the cash required, source cost, profit
rate, repayment scheme and other features necessary to support the borrowings.

COOPERATE WITH OTHER KB IN ORGANIZING THE PROVINCIAL, REGIONAL OR NATIONAL FEDERATION
OF KB SA PANGANGALAKAL.

A. Policies

1.  To initiate the organization of the Knlplmmngmga Kilusang Bayan sa Pangangalakal or its affilistion with
existing Katipunan in the locality.- iy

2.  Toinitiste the organization of the Kalipunsn ng mga Kilusang Bayan or its “affiliation with an existing Kahpmm
ng mga KB in the locality.

B. Procedures

1. = The Board of Directors shall coordinate with other KBs in the formation of the Katipunan or Kalipunan ng
mga KB, if there is none in the area.
2.  The Board of Directors shall take the necessary steps in affiliating with exuting K.atlpunan and/or Kalipunan ng
mga KB sa Pangangalakal. -
3. The KB shail as much as possible, coordinste with the Katipunan or Kalipunan in the conduct of activities that
- are of common benefit to cooperatives, realizing that through a collaboration of efforts, more can be achieved
" st the least cost possible.,

GUARANTEE THE SOCIAL GROWTH AND ECONOMIC INDEPENDENCE OF THE SN/PRE-COOPERATIVE MEMBERS.
POLICIES:

1. 'The KB shall creste and maintain a social fund to be known as the KB Guarantee Fund.
2, The KB shall endeavor to strengthen the economic position of the KB and deepen its social involvement for the
individual and collective growth of its members.

LY

PROCEDURE:

1.  The KB shall set aside st least 1 per cent of its gross income each year to constitute the KB Guarantee Fund
The Fund shall be utilized primarily to insure the attainment of the objectives of the KB; pay for common
mwc:umdfuﬂmaneedudbyﬂumomben,nﬂasprem-unsiarmalmmnu,mdfwwenymtm
other KB.

2. Onﬂ'ndissolunmofl:thB,tthBGFshallmtbedmdedemorqthemambers,butﬁtllbadmatedtoﬂu
Cooperative Education and Training Fund.

DISCIPLINARY MEASURES

" Disciplinary measures sre processes adopted by the Kilusang Bayan for the purpose of insuring orderliness and orderly
m:ctmgnelf-eontrotmdpmidimm for non-observance of the rules so promulgated. These processes have
murbnsmmelmmd«mlchﬁultsopmm in the bylaws, articles of incorporations and other covenants entered into
bymmmmmMr&cuomummdmnmdﬁuBoardmdmemberwpmblyandm
ship agreements. . ;

Tae disciptinary processes and urr:tiomm adopted byﬂumh&rSstPn—Coopenﬁnhrﬂ\eirmuudpmtxﬁm

ﬂnprm-mandprmofﬂnomnmuonhsdf andtouﬂymeﬂecﬁvelyﬂumrpossof:haxs.ﬂwm
either from within or from without.
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From within: By mutual consent, each member. SN/pre-cocperative agrees 1o comply with the provisions. of the by
laws, the articles of incorporztion, membership, subscription and marketing 2greement, decisions by the Bosrd angd the men
bership assembly, as well as other rules promulgated by the KB. Failure to comply with any of the stipulations may subjec!
the member SN/pre-cocperative“to penalties or sanctions such as censure, fines, suspension of the rights and privileges of
membershia or expulsion from membership.

1.

Fine/Suspension/Expulsion. A WWWR may be fined, n.spended or expelled from member:
mpryﬁwﬂoardlfterdushunng.lfhl: '

a) Fulstomplymﬂ\mc&:ﬁuwﬂrq:mﬁhﬂhmﬁmmarﬂwaddmufﬁnmm&mﬂnpagwt
ments, decisions of the Board and-the:membership zssembly, as well a¢ the terms and conditions of the
application for membership, mhwﬂam,wb:mpuonardmlﬁwungagmemmmdmrmmmm
executed by him as prescribed in the bylaws or by the Board of Directors;

b) ﬁctsmwolmonoflw.bylmﬁenﬁumdregdmmofﬂm!(&menmnberd\mandﬁ'teﬂoarddeu-
sions; and

¢}  Commits any act prejudicial to the interest of the KB.

Members SN/pre-cooperatives who fail to pay the instaliments on their subseriptions to the eapital smd:uf

2.

. the KB shall be subject to a fine of not more than 2 per cent a month on the amount in default.

3. Member SNs/pre-cooperatives who fail 10 pay their obligations as they fall due, uniess excused by the Board,
shall pay a fine of 2 per cent 2 month. If non-payment continues beyond the period allowed by the KB, said
members may be suspended or his membership terminated.

4.. Member SNs/pre-cooperatives who are declared “members not in good standing” cannot enjoy the nghts and
privileges of membership.

5.  Disciplinary measures imposed on directors, officers and.committee members:

a) Directors and committee rmmbers fallmg under any of the following cirwmstnnces are d'-sq.:ai:ﬁed 10
continue’ serving as such:

— Holding or assumption to an elective position in the govunmem: except that nf a harrio wunalman.

— Having conflicting interest with that of the cooperstive;

— Having been absent for three (3) consecutive meetings without being excused;

— Being a full time employee of the KB; '

— Having been convicted of 2 crime involving moral turpitude, gross negligence, or-gross misconduct in
the performance of duties or found culpable in any administrative case invoiving such offenses;

bl Any director, officer or committee member who violates any provisions of the bylaws, decisions of the
Board and the membership, orwmmmmymmnﬁiwmmmmmdeQfﬂu KB, after
proper hearing, shall forfeit his position;

c)  Automatic forfeiture of the position by a director, comnu’tru manbcr or officer who has been'declared
bankrupt or insoivent.

d)  Joint and several lisbility to the extent of the damage suffered by the KB, for any wiilful viclation of the
law, 1egulations, the bylaws, and resolutions of the general assembly, through acts or omissions, except
airectors who entered a protest at the time the transaction, act or omission was acted upon.

e} Thke Board is under obligation to furnish each inember at least 10 days before the general assembly, with
the consolidated reports and the reports of the committees, financial statements, and other papers. The
board members may be censured for their failure to make available the required reports.

From Without

a)

b}

Kalipunan or Katipunan ng Kilusang Bayan of which the KB is an sffiliste. The grounds and penalties are the
same as those provided in the case of the member and the KB.

Bases of the disciplinary measures are the law, regulstions, bylaws and articles of the Katipunan or Kali-
punan, the membership agreement, decisions of the Board and the membership assembly, as well as other rules.
promuigated by the Katipunan or Kalipunan.

BCOD/DLGCD

The Bureau of Cooperatives Development of the Department of Local Govemmmt and Community Deve-
!opinem is vested with authority to promulgate rules and roguianom to governthe promotion, organization, re-
gistration and supervision of all types of cooperatives.
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Specifically, the BCOD exercises the following:
- a) Registers cooperatives, and prescribes the rules relative thereto;
b)  Determines the manner and axtent of the exercise and enjoyment by cooperztives of the powers,
privileges, assistance and support extended them under PD 175;

c) Suspends the operation or cancels the registration of any cooperative, found after due hearing, 1o be

operating in violation of PD 175, existing lawsrand reguiations and its bylaws;

d) Liquidates and determines the disposal of the assets snd settlement of liabilities of 2 cooperative

which has been inoperable, inactive or-defunct, or any cooperative violating the pena! provisions of
. PD 175; .
e) Recommends charges to be filed lgninst any official of the cooperative found to have committed
crimes against the cooperative or officials who have violated the penal provisions of the cooperatives;
© and

f) Establishes the rules and regulations governing the suspension and/or expulsion of any member of a

cooperative.

In the exercise of its supervisory powers, the BCOD through its duly authonzed representative, may require
the submission of certain documents and reports, inspect the books of account of the KB, visit its premises and
observe its operation or require the Board to convene 2 membership essembly to consider vital matters requiring
urgent action. .

Source:Bureau of Cooperatives Development.Fieldworkers Manual
About Arsa Marketing Cooperatives.MLGCD,Philinpines.pp.21-26.
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APPENDIX D

ARTICLES OF INCORPORATION
OF THE

KILUSANG BAYAN SA PANGANGALAKAL, INC. (AMC)

"KNOW ALL MEN BY THESE PRESENTS:

We the undersigned, ail of whom are of legal igc, Filipino citizens, and residents of the Philippines, and duly
authorized representatives of our respective Samahang Nayon have on this day voluntarily associated otrselves for the pur-
pose of forming a Kilusang Bayan sa Pangangalakal with capital stock under the Laws of the Philippines, more particularly

Presidential Decres No. 375.ndLsmroflmplsnemmanNo.23

AND WE HEREBY CERTIFY:
ARTICLE |
That the name of this Kilusang Bayan shail be Kilusang
Bayan, Inc.
ARTICLE 1l

That the Kilusang Bayan is formed for the following purposes:

NO s s

- o

[n

e

[

GENERAL

To increase the income and purchasing power of Samahang Nayon/Pre-cooperative members:

To stimuiate capital formation for marketing activities;

To pool the resources of the members of Samahang Nayon/Pre-cooperative through systematic and continuo-
us savings;

To advance the cooperative movement as 3 technigue for improving the economic status of the people;

To undertake continuous educational activities for the officers, management staff, Samahang Nayon/Pre-
cooperative members and the general public;

To cooperate with existing Kilusang Bayan;

To cooperate with the government of the Philippines, together with its instrumentalities, in the execution of
government policies which will redound to the benefit of the general pubilic; and

To undertake any lawful activity related to the members’seif-government, sociai growth and economic in-
dependence under a truly just and democratic society.

SPECIFIC

To acquire, handle and market palay and its by-products, corn, vegetables, dairy, poultry, marine products
and other products produced by its members or any of the products derived therefrom;

To engage in any activity in connection with the hauling, storing, processing, marketing, seiling or utilization
of any of the aforesaid products produced and delivered to it by its members or in the manufacturing or
marketing of the by-products thereof;

To engage in the purchase and sale to its members of farm supplies, machinery and equipment, and/or any
commodity needed by them;

To encourage diversified agricutture and improve rural community living;

To acquire facilities either by construction, lease/purchasa bequest, or donation of any equipment, machi-
neries and supplies as are or may hereafter be required in the conduct of its business;

To invest in any cooperative in order to strencthen the cooperative system/movement;

To borrow money and, as security therefore, give as a lien on any of its assets, properties, loan papers and
rights, and interest acquired or assigned to it, in any manner permitted by law;

To promote education in the principles, practices and techniques of cooperation, production, and marketing;
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9. To issue stocks and revolving fund certificates, as well as other forms or evidences of indebtedness as ars ¢
may hereafter be provided in its by-laws;

10. To draw, make, accept, endorse, guarantee, execute and issue promissory notes, mortgages, bills of exchange,
drafts, warrants, certificates, and all kinds of obligations and negotiable instruments in connection with, ang
in furtherance of its’business operations;

11, To act as the agent or representative of its members in any of the activities of the Cooperative herein men.
tioned; *
12. To w:uiu.'own and develop any interest in patents, trademarks, and copyrights connected with, or ingi.
dental to its business; -
13. To cooperate with other similar cooperatives in creating provincial, regionat or national federations/unions
of cooperatives for any of the purposes for which this cooperative is formed; and
14, To provide other services for the benefit of its members.
For the purpose of attaining or furthering any or all of the objectives and purposes herein stated, to do any
other act and to exercise any other power which a natural person could do and exercise and which now or hereafter may
be authorized by law. :

ARTICLE I

That the area of operation of this Kiiusng Eavan shall be
and its principal office shall be established or located at

ARTICLE IV

That the term for which this Kilusang Bayan shall exist is fifty years from and after the date of its incorpora-

ton,
ARTICLE V .
That the name, citizenship and addresses of the incorporators and their respective representatives are as fol-
lows:
Samahang Nayon/Pre-Cooperative Citizenship Address Name of Representative
1
2
3
4
8,
6.
7.
8
9.
10.
ARTICLE VI

That the field of membership of this Kilusang Bayan shall be open to registered SN of Grade “A" status

.

(area of operation)
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ARTICLE vii
That the m._mtber of directors of this Kilusang Bayan shall be and the names, citizenship
and addresses of the directors who are to serve until their successors are elected and qualified as provided in the by-laws:
Name of Rapresentative Citizenship Address SN Represented
1.
2
K 4
ARTICLE Vit

That the authorized capital stock® of this Kilusang Bayan is

PESOS (P } and said capital is divided into shares with a par value
of ONE THOUSAND PESQS (P1,000.00) per share,
ARTICLE IX
That the amount of capital stock which has been actuslly subscribed is
PESOS (P ) and the amount paid on such subscription is -
PESOS (P————o1, and that the following Samahang Nayon/Pre-cooperative
have subscribed and paid fafmenuma!rofshamandamountofmiws;oekmoutaftsrﬂ'teirmpec!ive names:
No. of Amount
Name of Shares Capital Stock No. of Amount
SN/Pre-Cooperative Subscribed Subscribed Shares Paid Paid
1. p—
A
3
4,
S,
* inimum suthorized capital is P 2.5 million of which 20% should be sUbscribed and 20% of the subscribed
should be paid up, but in no case should the paid up capitals be less than P 100,000.00.
E. W
7.
8.
9.
10.
ARTICLE X
' BE IT KNOWN THAT:

has been elected/ appointed by the
Board of Directors as Treasurer of this Kilusang Bayan to act as such until his/her successor is duly elected/appointed and
qualified in accordance with the by-laws, and that as such Treasurer, he/she has been authorizad to receive for the Kilusang
Bayan and to issue receipt in the name of the Kilusang Bayan for all subseriptions/shares paid in by the subscribers/members.

IN WITNESS WHEREOF, we have hereunto set our hands this day of ., 19
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Name of Samahang Nayon/Pre-coop. Signature of Representatives

By:
By:
By:
By:
By:
By:
— By:

By:
By:

PORNDG S WP -

SIGNED !N THE PRESENCE OF:

" ~ ACKNOWLEDGMENT
REPUBLIC OF THE PHILIPPINES
Province of
City/Mun. of S.S.

Before me, a Notary Public, in and for the Provinca/City of personally appeared on
this day of — , 19 , the following persons with their respective Residence
Cartificates as follows:

Res. Cert
Name of Representative Number Date and Place of ssue

1.

2.

3.

4.

5. S
sl

7.

8.

9,
10.

all known to me and to me known to be the same persons who executed ths foregoing Articles of Incorparstion and wha
acknowledged to me that the same is their voluntary act and deed.

IN WITNESS WHEREOF, | have hereunto act my hands and seal on the date and the place first zbove written.

Natary Public
Until December 31, 19 —————
Doc. No,.————
Page No, ———-
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APPENDIX E

Evaluating Management of a Cooperative
Kev questions to ask: Rating:
Circle

Number!

i 2 3
Planning

1. Are the objectives of the cooperative clear-
cut. up-to-date. understood and taken into
account in current operations?

rJ

. Are results of research studies used for
planning. and is management aware of
research available from regional cooper-
atives and State and Federal reserach
agencies? ’

3. Have policies been formulated covering
regular recurring operations on which deci-
sions have to be made from time to time?

4. Are operations adequately planned on both
a long- range and a short-term basis in
harmony with objectives?

5. Have adequate analyses. which portray the
potential business volume or service
requirements of the cooperative over the
next several vears, been completed?

Organizing
1. Is there a clear-cut organization plan
relating personnel and facilities consistent
with tasks to be accomplished?

2. Are there detailed job descriptions for
executives and supervisors making clear
their responsibilities, authority, and

relationships? 1 2 3

'Rating’ 1—good, no improvement needed, 2—fair, some
improvement needed; and 3—poor or lacking. much improvement
needed.
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3. Are the functions. authority. and

relationships of the various functional units
clearly establishad?

. Are qualified persons selected against

position requirements and properly
assigned in the organization and adequately
paid?

.Are personnel requirements for key

positions projected far enough ahead (3 to
5 years). and are qualified replacements
available as needed?

Directing

L

Are work assignments fair and directions
clear and complete? Do they tell whyr as
well as what?

. Are positions evaluated and performance

appraised objectively and periodically?

.Are working conditions conducive to

maximum effort?

. Are standards of performance—or results—

known? And accepted?

. Are clearly defined channels of communica-

tion—down. up. and across organization
lines—kept open and used consistently?

Conirolling
1. Does hired management control by making

effective use of clear-cut policies and stan-
dards of performance to guide subordinates
in making required decisions?

. Does hired management exercise control by

clearly delegating adequate authority so
that each subordinate knows when he can
decide without incurring displeasure?
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3. Does the board require and make appropri-

ate use of an external audit”?

4. Are methods of operation critically

reviewed periodically by qualified persons?

5 Is an operating budget prepared and used

to check current performance?

Co-op Management Team

1

Does the corporate structure clearly
indicate the ultimate source of authority
and the respective responsibilities of mem-
bers. board of directors. and hired
management? '

.Are the respective functions and

responsibil- ities of board and hired
management clearly distinguished?

.Is the manager free to make

recommendations to the board according to
his best judgment?

. Does the manager present matters. includ-

ing regular reports. to the board in the
most effective form for their consideration
and decision?

. Does the board delegate responsibility and

corresponding authority to the manager?

. Does the board let the manager take

appropriate action in selecting, directing.
disciplining. or releasing staff members?

.Does the board support the manager

appro- priately when he functions within
established policies?

rJ

|29

12

~

[§¥)



- 93 -

- 8. Does the management team devote atten-
tion to member and public relations and
promote programs for improving them?

l 2 3
9. Do board members maintain appropriate
balance between representing special local-
ized interests. and on the other hand think-
ing in terms of the enterprise as a whole?
1 2 3
10. Do all parts of the management team
recognize their responsibility for
continually seeking to improve themselves
to do their jobs?
I 2 3

Source: TUSDA, Cooperative Movement Farmers Cooveratives in
the United States: Cooperative Informatich Report I,
Section 8. Economics Statistics and Cooperative 3Ser-
vices, US Government Printing Office. April, 1930,
pp. 11-14. ;
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The Philippine government is seeking the development of
organizations that can help stabilize and improve the distribution
of farm commodities and farm inputs. In as much as the current
Samahang Nayons (SN's) are pre-cooperative organizations which
can not perform economic business activity, one way of meeting
the government's objective is through the further development
of full-fledged cooperatives such as Grain Area Marketing Coop-
eratives (GAMC's). Specificially, the study aims to identify
objectives and functions of GAMC's, determine their organization
and management operations, analyze their financial statements,
identify major problems affecting their operations and suggest
possible alternatives to improve the cooperative and marketing
services,

The GAMC's are voluntary business associations formed by at
least 10 SN's engaged primarily in the marketing of grains or
produce of its members as well as the supplying of members pro-
duction inputs and other farm requirements. The total volume
of business transacted by all GAMC's from January, 1875 to March,
1978, reached to P485.4M, mostly on accounts of grain marketing.
Substantial sources of business also included sales of by-products
-P1.4M and sales of production inputs ~-21.2M. Milling fees
contributed 2370 thousands; warehousing -P15.7 thousands.

As of June 30, 1979, the total assets of 15 GAMC's were
P22 .5M. The liabilities had reached to B17.8M. The equity/debt
ratio was low at 0.26:1; the sales/assets efficiency ratio was

low at 0.73:1.



The pressing problems of GAMC's as perceived by Chairmen of
the Boards and Managers were the following: lack of adequate
operating capital, facilities and extension persons; lack of
discipline/education of SN farmer-members and limited support of
SN's and local officials. These constraints need critical analysis
to determine what actions are needed to enable the cooperatives
to attain its objectives.

In view of the above problems, the following solutions can
be considered: continued and intensified technical and financial
assistance to GAMC's by the government; coordimation of support
activities with other government and private agencies; development
from within the cooperative itself by strengthening the SN's;
continual capital build-up; encouragement of savings of members;
skills training of members, hired management and the board mem-
bers; marketing research and periodic management evaluation of
GAMC's.

The Philippine government is exerting much effort to
strengthen the cooperative movement. There has been much done
but much remains to be done. It is hoped that through the pro-
vision of technical and financial assistance as well as the coor-
dinated support activities of the government agencies, private
sector and the farmers themselves, the Grain Area Marketing
Cooperatives can contribute to the attainment of the government's
objectives of increasing income and purchasing power of farmers

and providing equitable distribution of income and wealth.





