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' .V‘Fellow-'-C‘OOﬁerators and Fri elﬁss\' .

‘Last week, in this very hall, a conference of experts om the
various phases of agricultural cooperative credit was held. That
conference brought together distinguiszhed cooperative leaders, all
men of high purposes and rich experience, from seven of our neighbor-
. countries in Southeast Asia, including top officials of the Asian
regional Office of the International Cooperative Alliance, which,
with our own Central Cooperative Exshange, sponsored and organized
the COnference.- For seven earnest and enlightening days, several
of our own cooperative workers sat and shared ideas, thoughts, and
- experience with experts on the subjedt from Ceylon, India, Japan,
- Bagt Pakistan, New Caledonia, and Thailand. Top officials of ICA
in Southeast Asia and the ECAFE glso lent their expertisse as well
as inspir:Lng presence to the conference.

To evaluate the results of the Experts'! Conference would be ex-
ceedingly worthwhile and useful, but neither the time nor the purvose
of this occasion parmits me to do so. There should be time and
‘timeliness, however, for a few general comments and observations on
the significance amd value particularly to us in this assembly of
the International Conference which closed onlv last Saturday.

" For the experts. - and I use the term in its truest and fullest

. meaning ~ from cooperative moveménts and institutions in the six
countries I have already mentioned and two international bodies to
have come here to discuss with us the problems as well as the prog-
ress of agricultural cooperation and cooperative credit in their
respective countries, has brought honor-# our country and our
pecple. More than that, we have been vastly enriched by their
knowledge and experi.ence. Everyone of the experts, in the papers
they submitted and in the comments they made during the panel dis--
cussions, gave forthright, incisive and thoroughlv obiective reports
and presentation of relevant facts and conditians about the coop-
erative movement in their respective eeyntries. What they conveyed
to us is the distillate and essense of experience and efferts of at
least six nations with a combined pepulation of over 600,000,000
acrrss many years of studies and experimentation in agncultural
cooperative credit. Such experience is of incaleulable value for
us. It is as if 600,000,000 people in six kindred nations at
euch trenendous cost h;ve gathered and shifted over
muryy patient years information and data, facts and figures, know—
ledge and wisdom and have made all these available to us in an or-
ganized, consclidated and readily assimilable form. The gesture
and the event are of course the expressive manifestation of the

- emerging oneness of humnity as well as of the mternatlmallsm

of the cooperative movement.
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It is now left to us to use the great pool of knowledze and ei—
perience that the Experts' Conference has assembled and beguaathed

‘to ‘S

" This Natiomal Seminar that opens today has been purposely or-

, ganlzed and scheduled to be held immediately following the Inter—
nation Experts' Conference precisely so that the ideas and insights
acouired during that Conference may be brought to the participants
of this Seminar while they are still fresh and warm from the minds
and deliberations of the experts. .. In fact, six of the foreign dele-

gates to that conference have very generously consented to stay
behind to assist us in this seminari To them we and the whole coop-
erative movement in the Philippines shall of course be forever

grateful .

In the course of this seminar, we ghall trv to take stock
anew of the cooperative movement in agriculture in our country. We
shall look at the movement in in 1ts structural framework and
against the background of agrarian conditions that we are under
compulsion of social and economic necessity to improve. How the
cooperative form 9f organization can be emplored to advantage in
the various vhases of production through distribution, and how the
movement should operate as an integrated whole, will occupy our

time and attention.

Credit, being the most basic and important need of agriculture
and those who derive their livelihood from farming, constitute a
‘major part in the seminar agenda. The proper management of credit
and its efficient use by FaCoMas and their farmer-members have to
be develeped and attained if credit is to serve its purpose as an
effective instrument for the progressive rise of the farmers in
their productivity, income, and bargaining position in relation to
other -occupational or economic groups in the social ecogemy. This
subject, therefore, should deserve the most serious consideration

of the partipants in this seminar.

We shall also review the magor fields of business activity
where cooperation in agriculture is best suited and where it should
produce the greatest boon and benefit to the farmers. The time
‘has come, however, for us all who are in the FaCoMas to realize
that cooperatives must be organized and eperated as business enter—
prises according to *the strict discivline and rules of sound
successful business. For this reason, appropriate discussion-
subjects have been inclnded in the programme of this seminar.

In approaching the task before us during all this one week,
I should think that we can gain perspective and perception in
appreciating the merit and value of our deliberations by cons-
tantly keeving in the very front of »ur minds the failures we
“have seen and experienced in our FaloMas, We can and should use
those failures as touchstones in testing the soundness and
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validity of the ideas, thought, procedures, and techniques that may
‘or will emerge during our discussions. Theycould and should also
be used as markers on pitfalls along the road to cooperative growth
that we shall not fall into them again. Let the lessons of the past
llght and guide our course to the future,

From our experience in the Philippines and that of others in
other lands, we can derive courage and confidence that cooperatives
under proper management can and will -succeed, as many did succeed _
and are succeeding. One of the delegates to last week's Experts!
Conference gave the 1nterest1ng report that some of the most suc~
cessful cooperatives in his country today had formerly been clas<
sified as failures, We can be certain that those cooperatives came
out of a state of failure by the simple wisdon and decision of
self-anmalvsis and self-examination, identifying their points of
weakness and their mistakes, and, with courage and determination,
decided to correct their previous weaknesses and mistakes. They .
learned from experience and used their lesson well.

« Where the FaCoMas stand today, after ten years of accumulated
‘experience in failures f¢ many as well as success in not a few
associations, witth the rich storehouse of experience in both success
and failure of cooperatives in all Southeast Asia if not of the
whole world available to us, they should have enough to go by to
strike and strive for revitalization and recovery. For us who

share in the responsibility of promoting and fostefing cooperstives
and who believe in the unlimited possibilities and potentialities
of the veople -for achievement and progress through organized
action in cooperative unity, this is a sustaining source of hight—
ened hopes and- enlarged expectations. For the officials and members
of the FaCoMas and other cooveratives that may be formed in the
months and vears ahead, this should provide socme basis for courage

and confidence.

That courage and confidence, however, should be sustained and
strengthened by eontinuous acquisition of additional kmowledge and
skill in the organization and management of cooperatives which
must keep on expanding in thedr operationg and services or use-
fulness to their memberships. With growth and expansion, the busi-
ness of the cooperatives becomes more complex and; complicated
necessitating correspondingly higher level of skill and competence
on the part of those who marage them, While we should not force
expansion beyond the resources and capabilities of our young coop-
eratives, we should prepare ourselves for ever increasing respon-
sibilities that must come with success.

In the context of our restless and revolutfonary times and in A
the perspective of the mounting challenge to our system of democracy
and freedom, there is in fact nothing else left for us except to
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make cooperation work and succeed. For only through cooperation can
- the vast masses of our unredeemed poor find fulfillment for their -

- legitimate aspirations to partieipste as active partners in a socie-
© ty that is founded on the principle and promise of equal opportunity
in the enjoyment of rights as well as in the exercise of responsibi-
lities, The fulfillment of these aspirations can not be delayed or
denied much longer without at the same time depriving the mation of
the vast constructive and creative forces and powers for economic
development and social prozress that today lie untapped and sub-
merged in the poverty and prostration of three-fourths of our popu-
lation .... and without, I am bound to say, placing in procmlt'xte
perll the. very Securlt.y of our democrﬂtlf‘ msmwtlonu
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a SUBECT: al Organizatio 1 Cooperatives And Cverhead A M.

Units for Production Credit Purposes with Tie-up to Cooperative

Mazrketing

Introduced by: Mr. Zugenio V. Mendoza
General Manager Central Cooperative Dxchange, Inc.

Resource Person' Mr. Yoshio Nakahara
: Chief, Administrative Section
Central Cooperative Bank for Agriculture and Fores ry

2rc iv-"n". iz to Conference

As it appears in the General Programme distributed to the participants, the
Opening Ceremonies were started at 9:00 o'clock where Dr. Jose R. Katnga.k
Officer-in-Charge, Agr;cultural Credit Administra:ion, was the guest speaker,
copy of speech was already distributed to each participant during the conference. -

After that, Dr. S. K. Saxena, ICA Regional Officer, gave the part1c1pants
a brief run-down of the purposes of ICA, as well as 1ts scope in the extent of
the work it has done so far, _ . :

Before thc actual conference started, Mr. J. M, Rana, Deputy Director of
the International Cooperative Alliance, briefdthe participants as to the program
and working methods of the Seminar. Briefly, the following are the points which,
he said, should govern the procedures and rnochr_.mques of carrying cut the con-

farence !

1. It is not the intention of the conference tc adopt resoluticns sincc it is
: not one composite body and, therefore, whatever is arrived at should
‘not be considered as binding either to the individual participant or
to the organization to which the participant belongs; rather the purpose,
) accordmg to him, is to educate themselves,

2. The main task confronting the delegates is to bring forth the problems.
facmg them and to analyze these problems carefully and discuss possxble

solutions. R N

3. In the course thercof, various means should be explored and approaches
evolved in order to solve such problems; :

4. The parthpante should not completely rely on the words of the lecturers

~ and/or experts acting as resource persons, since the essence of
conferences like this is self-criticism and self-examination. In other
words, one must keep an open mind of the subjects under discussion and
not be unduly mfluenced by the views of the speakers’

Y
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5. Specialized subjects w111 be presented ly various speakers, after whxch ,
- suggestions and/or discussions may be made and questions asked by the ~
participants. Participants are welccme to make whatever suggestions
they may have regardmg the subject matter;

6. Since it is not the purpose to discuss- problems in detail, after the dis-
cussions, the participants will be divided into groups. Group discus=
sions, which should be conducted in an informal and conver sational
manner, would prove very helpful in ventilating the various phases of
the problem under discussion. Inorder that group discussions will.
be guided well, the groups should’ elect a group chairman whose
primary function s would be to conduct and guide discugsions, raise
questions in appropriate stages and, afterwards, to summarize or sum
up the different discussions that have already taken place. After the
discussions, a report in writing should be produced by the secretary
of the group who, likewise, should be elected by the group. The

secretary should take care that not merely conclusions raised are
set forth in the report but also the different pro's and con's involved
in arriving &t such a conclusiong and :

7. Although groups are supposed to make written reports of their discus-
s#ions, main speakers on the different subjects outlined in the Programme
should also -submit summaries of their cwn discussions;

Lectures And Piscussions

On the subject "'Structural Organizationv of Local Cooperatives And Over-
head Units for Production Credit Purposes with Tie~up to Cooperative Market-
ing" as appears in the Programme, Mr. Mendoza asked the Resource Person,
Mr. Yoshio Nakahara, to discuss before the participants the matter of cooper-
ative marketing credit in Japan inasmuch as participants are interested to
learn how these are being effected in Japan were cooperative marketing and
credit activities are known to have achieved some high degrec of success.
Mr. Nakahara provided the participants with a written outline containing the
bread sub-divisions of the subject matter which he amplified by explammg
certam points where explanation was necessary, such as:.

1. ‘As far as "Development of Cooperatwe Marketing!" which is Item 1
‘in his outline is concerned, it has to do with the developme nt of
cooperative marketing, he observes that in Jcpn, leg1slat1on on
cooperatives started 60 years ago. In Europe, -he says that legis-
lation started some 50 years ago. By way of general observation,
however, he added that considering the late stage at which coopera~
tive legislation in the Philippincs was enacted, existing cooperatives,
particularly those which he had seen,  like the Rosales and Malasiqui
Facomas, t.hey have already aclueved gome appreciable advances.
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The progress of cooperatxve 1eg1elat10n in Japan from purely credit
sogieties to mu1t1~purpose societies at primary level, and later on
allowing the formation of secondary. federations, and still later on
. of the apex federatmns is contained in the broad outline he distributed.

As to Item 2 in his' outhne which has. to do with "Multi-purpose Societies",
while mzt:.ally, it is the basic functica cf. coeparatives Japan was that of
credit; afterwards, purchasing became an added function of cooperatives,
and still afterwards, the matter of marketing, the processing, and still

. later on, to. technical guidance. At a still later stage, other functions

were added to aesociations which he placed under the category of "Others"
in his outline, such ag’ cooperative. insurance system, farmera' home
building programs and life insurance. L

He observed, in this connection, that multi-purpose societies are

| “working well in Japan because they cover almost all aspects in the

life of the farmer and are not 11m1ted merely to the matter of crecht
and/or marketing. :

In the course of his discusszon of the matter of marketmg. he informed
the body that as far as rice is concerned, the matter of purchaamg and
mavrketing of the same is purely within government control and, therefore,
there is no question as to price; as to wheat and barley, .there is much.

fluctuation in the price inasmuch as there is, at most, only an indirect

control of the purchasing program; the same is true with vegetable sceds
and potatoes, while as to livestock products, the government has estab-/
lished some sort of purchaging agency, although this agency has very ;'
limited funds and cannot actually go out in contw lling marketing. Other
products belong to what he called the non-supported products which are
just like any normal commercial products subJect to the fluctuations .

of the market. :

Diagram 3 of his outline shows "Szle of Rice to Government In Japan'.
- He also pointed out in connection with the multi-purpose societies

that there is actually now a competition between the special proeduct
marketing societies which are single-purpose and these multi-purpose

‘societies which actually cover a much larger area of operation, includ-

3.

ing those already being handled by the single- purpose special product
marketing socxeties. ‘

As to Ttem 3 in his out_line. entitled "Facilities to Pro mote Marketing",
he dealt with the first item which is "Warechouse' by saying that if there
is no available storage space, a cooperative will not be in 2 position

to store goods and await better prices in the market. As to the second
item which is "W' this has particular reference more
to permhable products such as vegetables and fruits which cannot be
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-stored very long. Farmers arc teld where to deliver these products
and there they will be collected by the societies. A.s to the third item
which is "Grading", he said that grading is necessary inorder to stand-
ardize products, more particularly because under the pooling system,

. there should be stapdardization of grades. As to the next item which is
"Market", he said that cooperatives in many places in Japan have
small markets of their own. About the next item which is "Processing",
he observed that while there are ricemills, flour mills and canning
facilities at primary and sew ndary levels, these have not proved to be
paying societies inasmuch as farmers prefer to buy known br ands or
finished products. As to the item "Qthers!, which is last in the list
in his outline of facilities, he classifies them in the following categones-
slaughterhouse with cold storage facilities which, he says, is actually
a new phase of marketing for multi-purpose societies, as well as
hatchery business. He says that egg production is now very high
and hence, the hatchery business is becoming more popular in Japan.

4. AboutI®em 4 of his outline which is captioned ""Respective Functions",
the first point which is "Primary"is, according to Mr. Nakahara,
limited only to whatever is sold in the village. The second point
which is "Secondary ' is limited to those sold outside the village but
within the prefectural level, and the third point which is "Apex?® is
limited to those outside the prefectural level but within territerial.

boundaries of Japan as a country.

5. The 5th item in his outline is "Present Problems'. As stated in his
outline, he set down the following as the main problems facing the coop-
eratives in Jpan: 1) loyalty of members due to competition from private
sector; 2) enlargement of consumption by recovery of production cost;
and 3) competition from imports.

Mr. Rana then, by way of summarizing the discussion given by Mr. Nakahara,
said that Mr, Nakahara gave the conference group an insight into the complex
operations of the subject of cooperative marketing and credit in Japan and, in
connection therew:th dealt with the following points:

1. Multi-purpose societies at primary level perform both the functions of
extension and credit, collection, processing, technical guidance and
such other services as insurance, ectc.

2. On the se® ndary level, there are sepé.rate crganizations with each of
thesec functions: for example, there are credit federations, purchasing
federations, etc. There are also special product marketing federations

3. Mr. Rana said that Mr. Nakahara also outlined the various functions
involved in the performance of marketing activifes by m ulti-purpose
societies, stressing on the flow of goods and funds as well ag the
functions of the national organization in relation thereto and the
warehouse arrangements with processmg plants in order to avoid

gluts in the market.
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He also dealt, Mr. Rana said, on the role of cooperatxve banks in
prov1d1ng credit. :

The pooh‘ng system of marketing was touched upon by Mr. Nakahara,
although he observed that here in this area, member-education is
necessary because farmers cannot usually be convinced of the wisdom
of waiting for sometime before their products are paid to them in
view of their immediate neced for cash.

The need for grading and processing, especially in view of the poohng
system of marketing.. : .

The next number outlined the distribution cf functicns among the three
(3) types of cooperative structure in connection with which Mr. Rana
obgerved that certain functions which the national orgarization undertakes
should be mapped out carefully in order to avoid conflicts with Jower

or ganizatmns.

Lastly, Mr. Rana said he dealt on the d:fferent problems facmg coopera-
tives now in Japan,

Discussion ensued afterwards and the following points came up:

Upon request of Mr. Mendoza, who made the observation that it is

a complex thing to manage a multi-purpose organization and it is

difficult to get a cooperative manager who knows both credit and m rket-
ing, for which ream n he requested Mr., Nakahara to brief the participants
as to the organizational structure of the cooperatives in Japan, Mr. Nakahara -
said that at thetop is a board of directors whose term of office is 3 years
and are elected by members who have a general meeting once a year;
within the board, a chairman is elected; under the board is a general -
manager, and under a general manager, the association is divided into
different departments, such as those for credit, insurance, warehousing,

etc. -

Mr. Nakahara called attention to the fact that since these diffarent
departments were separately on different societies, there is an effort
now being made to sort of integrate their activities in order to have
one coordmated movement. For example, he gays that for bookkeepmg
purposes, there are now centralyzed accounting records for all these
departrnents. : ’

There are also plenty of sub-committees in the organization, espe-
cially‘those which have to do with matters of loans to the members. Amount
of loans is fixed by the general manager and for a certain amount, no
collaterals are required; over a ceiling, the collaterals are required.

It appears that the amount of the loan as well as conditions on which
they are granted is fzxed by the members ihrmg their regular meeting.
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2. Employees in the cooperative societies arc now paid well; hence, the
problem of lack of competent personnel is being met with by socicties.
-A high percentage of income of the scciety is being uscd for salaries.

3. Asked by Mr. Mendoza how societies are audited in Japan, Mr. Nakahara
said that at least once a year, there is 2 local agency in charge cof coop-
eratives which comes over to inspect the books of accounts of the so-

' cieties. The function of this government agency, however, is not
guidance but purely mspectzon inasmuch as gmdance work is bemg
provxded by the central union.



COOPERATIVE MARKETING AND CREDIT IN JAPAN

by

Mr. Yoshio Nakahara ;
Chief, Administxation Section
Central Conperatxve Bank for Agriculture and Forestxy
JAP AN

. To give a bxoad p1cture of cnoperative marketing and the link~up
with cooperatlve credit in Japan, some of the characteristics shall be
explained in the following lines:

1, DEVELOPMENT OF COOPERATIVE MARKETING

1) Marketing of commercialized pxoduct in early stage
2) Passage of cooperative legislation

a, Credit and other functions separted

b, Multi-purpose societies

¢. Secondary federation

d. Apex federation

e, Reoxganization after the war

2. MULTI-PURPOSE SOCIETIES

1) Credit

2) Purchasing
3) Marketing
4) Processing
5) Guidance
6) Others

3. FACILITIES TO PROMOTE MARKETING

1) Warehouse (farmer

(primaxy
(secondary
e (apex
2) Collection points ’ (secondaxry ahd apex
3) Grading shall be public market)

4) Market

5) Frocessing
a, R1cem111. floutm111

b, Canning

6) Others
a, Slauahterhnuse w1th cold storage facilities
b. Hatchery. etc,

4. RESPECTIVE FUNCTIONS
1) Primary
2) Secondaxy
3) Apex

5. PRESENT PROBLEMS

1) Loyalty of members due to competltlon from private sector
2) Enlaxgement of consumption by xecovery of production cost
3) Competition fxom imporxts



DIAGRAM 1. STRUCTURE OF AGRICULTURAL COOFERATIVE IN JAPAN
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Multi-purpose cooperative societies:

- -

A1l farmexs axe membexs of societies.,

In addition to the given 4 apex federations, thexe are apex for
transportation (include traveling), welfaxe (mostly hospitals),
newspaper (weekly), etc,

Centxal Union (Apex) and prefectural central unions (secondaxy)
are organized sepaxately for education, auditing and promotion
of agricultural interests,

Single puxpose societies with secondaxy and apex oxganizations
are organized separately foxr marketing of specialized farm
products (refer diagram 2),

Irrigation, drainage and other basic improvements of agxicul~
tural land are usually caxried out by land improvement dis~
tricts oxganized separately.



DIAGRAM 2. STRUCTURE OF GOOPERATIVE MARKETING IN JAP/N
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1. Agricultural products marketed by multi-purpose societies are
mainly rice, wheat and bharley. :

2. Products marketed by single puxpose societies are vegetables,
fruits; milk and livestock., These products axe also marketed
b¥ multi-purpose societies. This raises competition not only
with private enterprises but within the coopexative movement.
Efforts are taken to integrate the 2 cooperative marke ting,



DIAGRAM 3,

SALE OF RICE TO GOVERNMENT IN JAPAN

1, Farmer (1) Delivery of xice to societies warehouse
(2) Issuance of puxchase certificate by '
Food Agency's inspectox (decision of
grade and price to be paid)

2. Primaxy (1) Presentation of purchase certificate,
payment of requested price. (Wxitten
into farmexr's account immediately)

(2) Send duplicate of purchase cextificate
to economic federxations and credit
fedexations, :

3. Secondary (1) Fconomic federations inform National
Fedexrdtion the total amount of de-
livety of tice with duplicate of pux-
chase certificates.

(2) Credit federations to primaries and
inform Central Cooperative Bank of
total payment with duplicate purchase
certificates,

4, Apex (1) National Federation report the total
amount of delivery and xeceive handling
chaxges fxom govexrnment (for the three
tiers)

(2) Central Cooperative Bank - payment to
fedexations and settling of advanced
governmental payments,

5. Government (1) Entxust collection and purchase of
(Food Agency) rice to cooperatives.
(2) Advance payment of fund to Central
Coopexative Bank for purchase of rxice.
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SUBJEZCT: . rorion Ctructure ~nd Crelit Cocueratives
‘ (Impact of Land Reform on Credit Cooperatives)

Intrcduced by: . Mx. Amado 4. Lansang
Ixecutive Director
Land Reform Council Scecretariat
Philippines

Resource Person: Mr. K. Madhava Das
Zonal Deputy Chief Cfficer
Agricultural Credit Department
Reserve Bank cf India

Mr. Amado A. Lansang, Executive Director, Land Reform Ccuncil Secret-
ariat, distributed tc th ¢ participants &n introducticn to "Agrarian Structure
And Credit Cooperatives (Impact of Land Reform on Credit Cooperatives)"
which, he gaid, is some sott of syllabus on the subject matter "Land Reform'.

In connection therewith, he observed that the subject on land reform is
quite an involved one because it requires a discussion of the agrarian structure
of the country. As a general observation, he stated that the agrarian structure
structure of the country is weak, undependable and fragile, dominated by
share tenancy and o onc-crop farming agriculture. Farmers do not own the
land but they work for the owners of the land. The rate of tenancy is very high
reaching as high as 88% in a province of Central Luzon which, he said, is
Pampanga. The primary objective, he said, of land reform is not only to
change existing agrarian structure but also tc improve the socio~economic
structure. It starts with tenancy which the Land Reform Code intends to
abolish as tenancy, he said, is synonymous to low productivity, low literacy
and low social efficiency in a group which constitutes the larger mass of the

-country's population. The Land Reform Code also intends to intensify and
accelerate development in the industrial sector of the country's economy,
starting with the aboliticn of tenancy and expropriation of big estates and
thereby unlock the potentialities of these lands and divert them to more recep~
tive sectors of the economy. The Land Reform Code, he said, establishes
the conditions on which the whole economy could move with quick pace.

" He also dealt on the subject of land reform on the context of existing
international conditions-as they affect t}fg, country, referring particularly to
the conflict in ideclogies vying for loyalty of mankind; in short, the cold war
context within which we must find, he said, the proper perspective, particularly
in the case of emerging nations. He said that under this context, the Land
Reform Program acquires a sense of urgency and immediaty.
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Next, he dealt with the problem of implementation. Agricultural develop-
ment, he said, depends on a large extent on the availability of credit, the lack
of vhich has been the cause of enslavement of the population. . Therefore, he
said, that all rescurces should be utilized and mobilized in sufficient scale
to make credit available. Citing figures, he said that out of 1, 700, COC
farmers, about 85% stands in dire need of credit and, therefore, only about
15% can provide credit for their own needs. The 85% who do not have access
to institutional credit must be provided with such credit, and something like

™00, 000, 000 have been estimated to be the initial need to provide for the
very essentials of this percentage of population who stand in need of credit,
This estimate of 2400, 000, OO0 does not include provision for agricultural
development, crop diversification and modernization of farms which will
naturally incur more outlay.

Dealing next with possible source of credit, he stated that although the
government will provide as much as it can in this field, it is not desirable
that all funds should come from the government. He said that as much as
noasible, part of the same should be supplied by the farmers themselves.

Then he underscored the vital question of how to bring this credit to the
farmer at the time when this credit is needed, in the amount it is needed, and
how to collect it back. He informed the body that if the government should
take care of the entire machinery of extending credit and collecting back this
credit from the farmers who are spread out in 27, OO0 barrios, in 13, 000
municipalities, within 55 provinces and 36 chartered cities, a vast army of
personnel is needed and this certainly cannot all be provided by the government.
Therefore, cooperatives have to gay a major role both in the extension of
credit and the recovery of the same.

This brought him actually to the next point - the fact that the Land Reform
Code provides that as soon as the farmers are able to do so, they should be
encouraged to form their own cooperative associations for use as the main
channels in extension of credit and collection thercof. If farmers are affi-
liated with cocperatives, it is easier to reach them through the associations;
then the associations can assume increasing responsibilities in the processing
and releasing of loans and the collection of these loans. Also, he said, that
through these associations, funds can be mobilized through the accumulated
savings of members of the associations. To this extent, he said, the nced for
funds with which tc provide credit may not be satisfied.

Hc ended his introduction of his paper by posing a question: are the facomas
prepored to horness all their elements and resources for leadership such that
cocperative nssucictions may be revitalized and made instruments of land

ceform in a denceratic basis?
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Mr. Mendoza summarized the discussions of Mr. Lansang by saying that
he dealt with the following:

1. Agrarian structure in the country being dominated by tenancy,
likening the situation obtaining the Philippines to an inverted
pyramid;

2. The Land Reform Codelrs the primary purpose of abolishing tenancy;

3. It is necessary to unlock the potentialities of capital in large landed
estates in order to commercialize farming;

4. The scheme of land reform is intended to accelerate production and
increase the efficiency and income of the farmers;

5. He dealt with the necessity of extending credit to some 1, 700, OO0
farmers and just to extend credit to the farmers as may be necessary
to provide for their barest essential needs, some 2400, OCC, OCO
will be necessary. He dealt with prcblems involved in the whole
process cf land reform - how to implement its objectives, how to make
credit available, and how to effect collection.

6 Lastly, he said that agricultural cooperatives are the answer to all
these problems and that through these cooperatives, loans could be
extended to members at the minimum cost; there can be a pooling of
funds coming from the savings of associations and, in general, will
encourage democratic processes and practices.

Mr. Das, acting as a Rescurce Person, then observed that in India, which
is composed of several states, ecach state has its own land reform program
through separatec legislations, the primary objectives of which are to remove
impediments of production arising from the agrarian structure as well as to
climinatc sccial inequalities. He said there are 3 aspects of the land reform
invelved in India which ares

1. Zbcliticn of intermediaries;

2. Tenancy reform;

3. Imposition of a ceiling on land holdings, both as to existing land holdings
as well as future acquisitions.

In another point, Mr. Das said that as to short-term credit being extended
in India, the emphasis is on the productive capacity of the farmer-borrower,
not on his land holdings. The same is true with medium-term credit, although
in the case of long-term credit, land security is required. Thus, he underscored
the necessity of a land reform working hand in hand with a land mortgage scheme
in order to maximize the effects of the program as far as extension of credit is
concerned.
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Afterwards, he suggested the following topics for group discussions:

1. Content of land reform;

2. Role of cooperatives in land reform;

3. Present situation of cooperatives;

4. Can the cooperatives undertake responsibility in this field and how
should they be run in order to be effective and strong tools

Mr. Lansang then stated, at thm Juncture, that the Agricultural Credit

. Administration (ACA} actually provides short-term credit. In this connec-

“'""twn, ‘he adyented to a fear expected in some circles that the Land Reform

NI

.Pr»ogram may cause complete withdrawal of private credit. He said, however,
that experts say this, aay-not nécessarily come into being because of the long
attachment develcped between landowner and tenant which cannof unmedzately

" be destroyed. At any rate, should private’ credlt w1thdraw asg feared the

Agricult ural Credit Administration (ACA) will £ill the ‘vacuam. = -~
Other points which came out during the discussians are as follows:

1) Areas which may not fall within the established land reform areas
may also become future production loan areas, although extension
thereof may not be as extensive as it is within the declared land
reform districts. B

2) Actually, the Land Reform Code does not merely seek to subdivide
large landed estates; it also encourages the development of uncultivated
portions of the public lands of the country by intensifying settlements and
att wacting people to uncultivated lands.

3) To a certain extent, organizational structure of facomas will have to
be reorganized in order to be more responsive to the demands of land reform
program both in its basic structure, composition and capital structuref

4) The Agricultural Credit Administration will be actually involved in
the reform program by the operation of law; other agencies such as the
RICOB, RCA, CCE, are not directly involved but in view of the nature of
their functions, have to synchronize their coordinated activities with the
ACA.

5) The land reform is nothing new; many laws have already been passed
seeking the establishment of some agrerian reforms but since existing
agencies are discoordinated and have conflicting purposes, the present
Land Reform secks to integrate all these functions. Under the letter of
the law, the Commission on Agricultural Productivity (CAP) is the one en-
trusted with the promotion and organization of cooperatives. In the general
scheme of things, however, as viewed by those implementing the program,
it will actually involve some tasks among the different agencies involved, such
ast ACA, CAP, Office of the Agricultural Council (OAC), PACD and others,
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6. The price of land to be expropriated largely depends on the productivity
- of the land.

7. While Mr. Lansang avoided a question of constitutionality raised, he
did state that the castitution is not intended to embalm or straight-
jacket social and economic progress.

8. Sugar and coconut lands have been exempted from the L.and Reform
Program merely because in the case cf these two products, international
commitments having to do with exports have been made and disturbing
the existing set-up might affect these international commitments.

Aside from this, he said, the system of tenancy in coconut and sugar
lands is peculiar in the sense that it is not similar at all to the
conditions obtaining in rice tenancy.

9. Under declared policies of the ACA, farmers who cannot repay their
loans are still entitled to new loans provided!

1) The farmers can show that he can improve his production such
that he can liquidate the old and new loans; and

2) That the farmer accepts guidance as to how he can increase his
production.

Lastly, he said, that farmers may fail to pay back their loans either
because they have no sense of responsibility or they have suffered from reverses.
In both instances, he said, however, the facoma management can duly manage
by way of inculcating in them the proper sense of responsibility as well as
to teach them how to increase their production and be able to repay their loans.
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(Impact of Land Reform on Credit Cooperatives)

by
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(Prepared for the National Seminar on agricultural Cooperation
sponsored Jjointly by Intermational Cooperative 4Llliance and the
Central Cooperative Exchange, Inc. held at Baguic City, December

16-22, .1963>

I. FOCUS

Our subject this afterncon - Migrarian Structure and Credit Coop-
sratives" sub-titled "Impact of Land Reforn oun Credit Cooperatives™ - is
extremely interesting and timely for us in the Philippines. It is,
however, highly involved and complex for full or even adequate
examination within the time available. Within this limitation and
that of an introductory, there is opportunity for only a broad and
panoramic survey of its substantive elements.

The limitation of this introductory will, I am osure, be made
up for by the contribution that we shall have from our digtinguiched
resource person - Mr. K. Madhava Das of the Rescrve Bonik of India.
Mr. Das stayed behind from last week's International Expcrts! Con-
ference of which this Seminar is a direct echo, to sharce with us
his profound knowledge and rich experience on the subjecct.

For purposes of this discussion, the subject matter as given
might be re-stated in the form of a question, thus =-

What is the role or place of credit cooperatives in
our land reform program? Or, what is possibly a
more realistic question in the light of Philippine
conditions -~ What can credit do to help achieve the
objectives of land reform?

A consideration of the question -~ whichever of the two we
prefer - might profitably be directed to or along the following

points:

l. The structure of our agriculture in its socio-economic
effects on the farming population in particular and the
national society in general. :
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2. The land reform in its philosophy, its objectives,
its requirements for implementation with particular
reference to credit.

3. The need for and relevance of credit cooperatives in
connection with land reform ~ - - why credit coop-~
eratives?

On each and all these points, numerous guestions can and
normally will arise in the course of a seminar like this. On the
land reform program alone, which is relatively new in the Philip-
pines, the whole one hour allotted to us may not be enough. On
credit cooperatives, particularly for agriculture and in the con-
text of land reform, the mechanics of their organization and op-
eration should prove of special value to us in this seminar.

On all these points, however, we would have to exercise ut-
magt economy-in our discussione. Time won't permit more than the
most essential details.

II. SELECTED FuCTS AND FACTORS:; CORTEXT

4 brief summary of selected facts and factors should be help-
ful as frame of reference for the context of our discussion.

se hgrarian Structure

A recognizable picture of our agrarian structure may be drawn
or viewed from the following facts:-

Out of the total cultivated area of 7,529,100 hcctares in
1961, 5,948,200 hectares were planted to food crops, over 83% of
which were taken up by rice and corn. Commercial crops took
1,580,900 hectares, over 82% of which were sugar and coconut - fthe
major export crops of the country.

Approximately 70% of all farms have an area below 3 hectares
and only about 15% are over 5 hectares in size. The national ave-
rage size of farm is less than 3 hectares.

There are about 1,700,000 individual Filipino farmers, about
800,000 of whom work as tenants. Tenancy is heaviest in the rice
sreas. aAgriculture takes over 60% of the total labor force which
is estimated at about 9,000,000.

In the majority of farm areas, particularly in the staple crops
of rice and corn, only one crop is raised a year. More than one-
half of the year these farms are idle and the farmers without
regular eoployment. The average yield on rice (palay) is 27.4% cavans
and on corn 15 cavans per hectare.
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In relation to the whole economy, agriculture contributed in
1960, 33.5% (the biggest single source) of the total national in-
come and accounted for 63% of the total export trade. It is of
course the main source of the food, shelter, and clothing for our
people and of raw materials for our local industries.

On the whole, the structure has meant for 70% of the popula-
tion dependent on it poor income and poverty, unemployment and
underemployment, low level of literacy, and in general substandard
level of living, TFor tle nation as a whole, shortages in even sta-
sles, low national imceme, slow industrial growth, and in general
creeping instability.

Bs Land Reform

The e¢xisting agrarian structure with all its implications to
the soclal economy, as indicated in the facts cited, has provided
the basis and justification or the imperative for land reform.

as envisioned in the law (Republic act 3844), the land re-
form program is designed in the main to achieve the following spe=-
cific and general objectives:

le. To abolish tenancy and establish a system of ownership -
cultivatorship on family-size farms. In other words,
giving land to the tiller.

2. To unlock the capital tied up in land and induce its
shift to industry and other ecomomic activities includ-
ing development of large-scale, commerciazl type farming.

3. To increase per unit and aggregate production through
more efficient use of land and the application of
nodern methods of culture.

4, In general, to establish an agrarian structure that -shall
_provide increasing productivity and income to the farm-
ers as a strategic step towards accelerated and balanced
economic growth and development.

It ghould perhaps be emphasized here that the foregoing objec-
tives have strong bearing on the historic issue of preserving and
promoting democracy against the Shallenge of communism and other
forms of subversive ideoclogies.,

C. Credit Cooperatives and Land Reform

The reconstruction of the agrarian structure along the lines
of the land reform program entails the employment of tremendous
amount of resources in financing and materials, technelogy, and



man~power. It involves a vast machinery of crganization and ad-
ministration to carry out the complex prograii.

Credit, which is a basic requisite in agriculture, is psrti-
cularly important in land reform., In fact, the couplete enslave-
ment of the landless farmers to tenancy has been achieved to a
great extent through credit extended by the landowners and the
traders. Land reform immediately and unavoidably implies that cre-
dit, which used to be supplied by the landowners and other private
sources, should be made available from an institutional source.

In the early years of land reform, the government - mainly through
the Agricultural Credit Administration - will have to provide the
credit needed by the farmers affected by the program.

Three major problem areas, separate but interrelated and in-
teracting, however, pose themselves. These ares

l. The enormous physical magnitude or volume of funds that
will be required.

2. The mechanics and machinery of bringing the credit to
the farmers and of recovering the loans. This is in-
separably linked to efficiency in the release and col-
lection of the loans and to cost of servicing them.

#+ Long-run national policy. This has to do with the pre-
servation of the integrity of the system of private
and free enterprise, as against complete and direct
state control of the economy which is of course unten-
able.

The above three problems can be reduced to one all~embracing
central guestion: How can the credit requirements of land reforn
be met and administered within the capacity of the government and
at a cost that will be tolerable without unduly raising interest
rate and at the same time developing among the farmers independence
or self=reliance and self-government which are fundamental to our
system of democracy?

In the context of the agrarian structure and the objectives of
lend reform as well as the larger aims of national policy, the
answer to the central question is developuent of credit and re-
lated agricultural cooperatives. This, in fact, is the answer pro-
vided in the Land Reforn Code.

Why credit cooperatives? For the following reasons:
l. Credit cooperatives are convenient and effective media and

means of building up from systenatic savings of the members a pool
of funds which can steadily grow in size. These funds will of



course be available to the members for loans. In proportion to the
size of the cooperative pool, the amount that nmust be provided by
the government will be reduced and/or augwented.

2. The farmer-members of these cooperatives can be served or
serviced with credit if the loans supplied by the government are
coursed through these associations which also can be the same chan-
nels for collection. In this way the cost of administering the loans
can be substantially reduced and its efficiency increased. To the
extent of the asset® of the associations and the influence of the
assocliations over their members, the collateral or security~-factor
ori the loans can be tremendously improved. The cost of the credit
to the farmers will likewise be reduced ccrrespondingly. The
cheapest kind of capital, it must be noted, in a cooperative is
that which is provided by the members themselves.

3. As a natural eand extreumely desirable conmequence of the
whole process of farmers accumulating their ownpool of funds in a
credit cooperative and using their association as amedium in secur-
ing and paying back loans, the spirit and attitude of self-reliance
and self-government are bound to take firm root and steadily grow
in the farmer-members. As the process continues, credit cooperatives
will develop into full maturity as cooperative banks owned and
controlled by the farmer-members who will also use them as their
principal if not sole source of credit.

But to that extent, private enterpris¢ will be enriched, cn=-
vigorated, and made more enduring becausc it is built aund works on
the solid base of positive participation of large scguents of the
population. Economic democracy will have expanded and recnforced
political democracy the structure of a much morebalanced, stable,
and just society established.

III. CONCLUSION -

Land reform, basically and ultimately, is a program of socio-
economic development based on more equitable distribution of re-~
gources and opportunities and their maximum utilization with the
largest possible participation of the citizenry in both production
of wealth and distribution of economic well-~being. Both imn its
proper and effective implementation and in the attainment of its
immediate and ultimate objectives, the land reform program can
generate great capability, effectiveness and propulsive power by
utilizing the social and economic dynamics of cooperation.

Credit cooperatives and other related types of cooperative as-
sociations should receive immense impetus from land reform which will
crystalize and deepen the need and .the necessity for cooperation
equally on the part of the faruers and on that of the government.
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_ To us in this seminar the last question must be addressed:
gow well and how fast can we reorganize the FaCoMas and develop
their management and capital capabilities to place them in position
to competently assume their proper share of the responsibility of
bringing abou% land reform? ' T o
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Subject: System of Supervised Farm Credit to be Emploved -
: Roles of Goverrment Agencies and Cooge;g;iveg

Introduced by: Mt. Solomen G. Cabrera
Head, Coopexatives Depaxrtment
Agricultural Credit Administxation
Manila

Preliminaxies tO-Conference

Mr‘ Rana opened the session at €:30 in the moxning with the obs<
servation that next time, everybody should come on schedule. Then he
requested Mr. Solomon G. Cabrera to introduce the subject entitled
System of Supervised Farm Credlt to be Employed - Roles of Government
Agencles and Cooperatives, He did not find it necessery, he said, to
introduce Mr. Cabrera as he was familiar to all participants.

Lectuxes and Discussions

Mr, Cibrera started his lecture by saying that he will limit his
discussion to the practical aspects of supervised credit as it relates
to the country s Land Reform Program. Heretofore, he said, credit and
extension were conducted by the government separately throuch two
separate agencies providing these services to the farmers, namely:
the Agricultural Credit Administration (ACA), formexly the Agricultuxal
Credit and Cooperative Financing Administration (ACCFA) for credit, and
the Commission on Agricultural Productivity (CAF),; formerly the Bureau
of Agricultural Extension, for extension work. He expressed the view
that it would perhaps be easier to undexstand and appreciate the Land
Reform Program if it is theucht of as not mefely supefvised credit but

supexvised credit farming.

He then proceeded to explain that in supervised credit, the two
services of credit and extensinn axe supposed tc be brought to the
farmers in intecrated form to produce maximum heneficial effects to
the farmers as well as consumers. As to supervised farming, that
aspect of the work has to do with supervising and assisting the farm-
ing operations of the farmers and quiding them in their farming acti-
vities in order to maximize theix production and income.

He then proceeded to explain the oxrcanization set up of the pro-
gram of land reform with the aid of a diagram which he drew or the
blackboaxd and whichis substantxally in the form as appears in the
diagram attached to these minutes. Essentially, thexe have been
integrated five separate agencies in the Land Reform Authoxity,



They are the -

1, Land Bank (LB)

2, Commission on Acxricultural Froductivity (CAP)
3. Agricultural Credit Administration (ACA)

4, 0ffice of the Agraxrian Counsel (0AC)

5. Another agency

incorporated in the land vefoxrm but is a judicial body and actually,
therefore, is independent of the rest.

The Land Authority is the old National Resettlement and Rehabilita-
tion Administxation (NARRA) and the Land Tenuxe Administration put to-
gethex in one office; the Land Bank has yet to be ccreated; the Commis-
sion on Agricultural Productivity is the faxrmex Bureau of Agricultural
Extension; the Agricultural Credit Administxation used to be the Agri-
cultuxal Credit and Cooperative Financing Administration (ACCFA): and
the Office of the Agrarian Counsel used to be the Tenancy Mediation
Commission. All the heads of these various reform agencies constitute
the National Land Reform Council, and by provisien of law) the head
of the Land Authority is also the Chairman of the National Land Reform
Council,

Undex the National :Land Reform Council are two specialized bodies
‘which assist in the formulation of policies and programs fox ‘the imple-
mentation of the Land Reform Code. The fixrst is the Secxetariat headed
by Mx., Amado Lansang, ‘the functions of which axe administrative in
-ngture, -such as these which ‘have to do with personnel, ‘logistics,
‘accounting, txansportation, and others. The Secretariat is also in
charge of preparing the agenda and minutes of meetings of the Council.
The ‘second is the Plans 2nd Pxo~vams Group which is:a technical group
charged with the makiag of sin: 1o o :d the formulation of policies of
‘the Land Reform Autlority.

There are three lavels or oxranizc+io~ under the land reform
‘machinexy: 1) ‘the MNational Land Reform Coun:il =t the top; 2) the
xegional committees at intermediate level; and 3) the incal project
team, Mr. Cabrera infoxmed ‘the body, ‘however, that in the deliberations
of ‘the Council, the view was expressed that there was actu@lly no need
for “any intexrmediaxy body because the regional committee would actually
be too faxr from the local project teams. Under the existing program,
Mr., Cabrexa said that there are provincial offices of the 3 agencies
at present. The team whizh is to ‘be in direct contact with the farm-
ers fox the local project team ‘is co~posed of representatives of the
Land Bank, CAR, anrd OAC, and a xepresentative of the Land Authoxity
is the over-all head of such project teams. A local project team
covers 730 families of ‘all types of tsrants ox leaseholdexs,

Central to the orxganizational netwoxk is the extension man who
is actudally chaxrged with and who beaxs :the brunt of the work with
‘respect to improving the production and income of the farmers., There
will be one extension officer fox every municipality-and each extension
man will be in chaxge of 75 farmers,
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Undexr the extension man axe 10 farm technicians; and working closely
with the farm technicians are home technicians who will actually be work-
inq with the wives in the homes because the objectlve is not only to in~
crease production and income of the farmexs but also to" 1mpiove their
11v1nq conditions, condition in the farms. etc. Home technlcians,op-
exate in each municipality ox one for every two municipalities depend-
ing on productivity and will be working at baxrio level so that, in-
variably, a home technician has some 150 families ox homes undex him,

The next agency concerned with land refoxn is the Agricultuxal Credit
Administration with the primary purpose of providing cxedit to the farm-
exs, Under the supervised credit program, thexe will be thxee loan sup-
exrvisors who will e in dicvect touch with the farmexs and who will be
- working in coordination with the three farm technicians.

Summarizing so far his discussions at this point, Mx. Cabrera said
that the agencies, thecefore. now active.:in the field axe the Commission
on Agzicultural Productivity. the Agricultural Credit Admlnistrat1on and
to sqme extent the Office cf the Agraxian Counsel, whith office provides
legal sexvice to the faxmers in the shift of status fxom share-tenant to
leaseholder. Plenty of legal px :oblems - are expected to'arlse as a result
of thls shift of status' fzom tepancy to a leasc~hold system' hence the
necessity for: providing: Tor such CoanSEIIPg sexvices: Should thexe be
any legal dlsputes formally raised latexr, the Court of Agrarian Relations

decides the issues.

Responding to a question asked as to the xole of FaCoMas under the
Land Reform Pxogram, Mxr., Cabrera stated that, initially, FaCoMas are
out of the pictuxe, saying that the progxam was stiarted and drawn up on
the assumption th~t there are no FaCoMas,.

He then infexrnd the body that there is now what is known as the
lowex Angat Pxc §r~t acmnrmﬂd of about 7 municipalities being sexved by
the Angat River I sgion System. The CAP has made a survey of the
faxms and on the basis 1 this faxm suxvey, plans axe being worked out
for the area, He gaid thai although there are several cooperatives
existing in the area, for the time being these are not being taken into
consideration in the plons being drawn up.

't(.)h

Emphasizing the need for coordination between different agencies
involved, he caid that the operations will be integrated. No agency
will be working inden~ndently of the other. Although by law, these are
separate agencies «id ure maintained independently of one anothex, they
actually operate as che coordinated institution under the“land xeform
project teams, He obsexrved that heretofore, when these agencies wexe
working independe:ntly of each othexr, the impact of their sexvices was
never really felt. Vexy ofien, when there was extension woxrk being
done, there was no credit, and when thexe was credit, thexe was no
extension woerk to go along with it.
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Responding again to anothex question as to the propex man to ap-
proach in case farmexs have problems, Mr, Cabrexa said that farmexs
axe not really in dixect touch with the CAP men but with the farm tech-
nicians, As planned, the farm technician will be xequired to reside
in the baxrios and if a farmer has a problem, he should bring it to the
attention of the farm technician who, in turn, will bring it to the
pexson handling that phase of the problem in the project team. He also
said, at this stage, in xesponse to another question, that loans will be
extended direct to the farmers.

By way of clarxifying the functions of the CAP in connection with
cooperative development, he said that whexeas before the responsibility
fox cooperative development xested solely on the ACCFA, this function
is now performed both by the CAP and the ACA: the matter of promotion
~ and oxganization of cooperatives to be discharged by the CAP as well as

informational and edusational activities, and the ACA to exexcise xe~
gulatoxy pewers. Regulatory powers are those which have to do with
determining whether a cextain association is actually a cooperative
and/ox whethex a cooperative is actually operating as a cooperative.

Responding again to several questions at this stage, he said that
loan supervisoxrs look into the matter of disbursement of loans to farm-
ers., Thexe are only 3 of them in the local committee. They are assisted

by faxm technicians,

He also said that while the different agencies are already function-
ing in the Angat (Bulacan) project, the Land Bank is not yet functioning
there,

As to expropriation of land, he said that at this stage, no ex-
propriations axe yet being made because the activities are still pre-
sently directed to effecting the shift from a tenancy system to the
leasehold system, not yet to land ownership. The program is being
followed by stages and, as a matter of fact, no firmer can purchase land
until he hes passed the shift from tenancy to leasehold. If he makes
good as a leasehonld possessoxr, then the next stage is owmership,

To a question asked at this stage as to the distinction between i
leasehold and tenancy, Mx, Cabrera said that in ~hare tenancy, the
farmer gets a certain percentage of the produce out also shares in
the expenses. In leasehold system, the owner gets a fixed percentage
of the produce but does not share in the expenses.

Going now to the matter of lending procedures, he said that under
the defunct ACCFA, it was simply a matter of seeing to it that the loans
were released on time and that the farmexrs make propexr use of the loan,
Undex the present organization, loans will be extended on the basis of
a faxm planning budget framed and developed jointly by the farmer @nd‘the
extensier man in chexpe of t7u howxig vhare tha {orpars resides. The ..
feamino-up of1tl > Ludpey i3 ret: lirisad to ~os cost-of. production of xice
atone; i¢ alse’ embunces sueh ~théx matiexs ©s moens to-impooe¢b.productiviy
of the farm by means of the farm management approach.
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- The faxm management approach was explained by Mx. Cabrera by saying
that undexr the gmidance of the farm technician who is actually a highly
trained person, the most profitable combination of entexprises for the
farm is determined. If a combination of enterprises is not possible
because of the condition of the land, the farm technician txies to find
out how production can be maximized by the introduction of improved farm
practices. The farm technician helps the farmer determine the type of
crops to produce and the suitable variety to cultivate. Fox instance,
if the faxrm is both upland and lowland, the farmer may be asked to devote
the lowland portion of his land to rice and the upland portion to the
raising of hogs, poultry, or planting of vegetables or othexr high income-
producing crops like onions, garlic, etc.

On the basis of all these, the loans will be extended to the farmer.,
The farm plan, Mrx. Cabrexa said, consists of two principal columns: one
for "Last Year and one for “"Proposed” which means proposals for the com-
ing agricultural year or yeaxs, For example, the column "Last Yeax"
may xeveal the information that there axre no improved farm practices;
the column "Proposed...”" may contain such recommendations as the use of
cexrtified seeds, fertilizers ox farm chemicals, The farm technician
should be in a position to advise the kind of fertilizer a farmer is
going to need and also his cxedit requirements; and in making the farm
plan, the farm technician is also supposed to be able to give repayment
plan because more or less, he can determine when harvest is expected fox
rice and othexr products. Through this repayment plan, farmers will know
what to expect from theix business enterprise and when to make xepayment
of the loan,

After all these, the farm technicians assist the farmexr in the pxo~
cessing of his loan application. Items such as "Month," "Opexation,”
"Cxredit Needed" and Puxpose may appear in the farm plan which may show
that at a cextain month, foxr a paxticulax opexation such as preparation
of land ox for seeds oxr for transplanting puzposes, the farmer may need
so much money. Hence, the farm technician is required to be familiax
with the locality wherein he woxks.

Commenting on an obsexvation made by one of the group that the
entire shceme is a little idealistic and may actually suffexr a draw-
back because the men assicned to see to its implementation may not
actually be competent, Mr, Cabrera said that precisely emphasis on
training is being laid by the Land Refoxm Council which has adopted
the policy that there must be fresh orientation foxr all pexsonnel on
the different aspects of the job they are supposed to pexform, There~
fore, the Council sees to it that they axe ¢iven the necessary train-
ing and, at present, they are actually being trained at Fort Wm. McKinley.

At this point, a number of complaints were aired by members of the
discussion group, principally because of some anomalies in fertilizer
distribution in the past years and up the present time, and the apparent
lukewarmness of the authorities to investigate complaints about these
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anomalies., Mr, Cabrexa said in this connection that the Land Reform
Council is trying its best to solve this problem and stated that undex
the administration of the new officer~in-charge of the ACA, Dr. Jose
R, Katigbak, complaints are certain to be entertained and looked into

promptly.

On the matter of covernment subsidies, Mx, Cabrexa stated that the
Chairman of the National Economic Council (NEC), Mr, Sixto K. Roxas,
is of the view that all kinds of subsidies should eventually be done away with
al®hguchat tiis print, a participant obsexved that it is difficult to
do away completely with such subsidies because in the case of fertili-
zers, for example, the farmexrs find it haxd to purchase at prevailing
commexcial rates because the price is high. Which prompted Mr. Rana
to obsexve that the problem indeed is very complex, saying that if
fextilizexs axe subsidized, there may be graft and corruption as one
of the delecates said, adding that another difficulty in this connection
may be that the fertilizex may not be suited to the soil whexe it is to

be applied.

At this point, Mr. Cabrexa hastened to say that he might have been
misundexstood because, he said, only the legislature could withdraw a

subsidy program,

Going back to the mattexr of loan pxocessing and approval of re-
leases, Mr. Cabxera said that on the basis of a farm planning program
drawn wp through the assistance of the faxrm technician, a farm loan
application is sent to the loan supervisor of the ACA. The loan sup-
ervisor then decides whethex to approve ox disapprove the loan or re-
duce the amount thereof. Loan applications are supposed to be submitted
at least 60 days before the time of need, The amount of the loan as
approved is sent to the ACCFA District Office and, on this basis, loans
are authorized to be released to the farmer. Actually, cash is trans-
ferred by the District Office to agencies who could be either a coop-
erative man, an ACA disbursing officer, or a municipal secretary authox-
ized to release funds. Assuming that all of these preliminary steps
have been properly done, the farmexr then goes to the loan supervisox
for releases to him in the form of a non-negotiable draft which is some
soxrt of check which can be only he cached at the office of the disbuxsing
officer. The farmer now can buy his needs altheugh as to the purchase
of seeds and farm supplies, the loan supervisox informs him whexe such
could be bought, whether throuch a cooperative, through the CCE ox any
duly authorized private acency, Activities of farmers are so supervised
that to assuxe the proper use of loans, these are released only in ins~
tablments and the xest cannot be released until the supervisor issues a
certification to the effect that crops are successfully producing results
and that nothing advexse has happened.

As to the storage of farm products, the farmer deposits his products
with a waxehouse designated by the ACA; the warehouse issues a warehouse
receipt which, in turn, is endoxrsed to the ACA and then given to the loan
supexvisox. Under existing policies, if prices are low, the ACA extends
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commodity loans to the farmex, When he wants to sell his products, he
should advise the loan supexrvisor to sell his products and the loan
supexvisoxr arranges with othexr agencies for the purchase of these pro-
ducts such as the RCA, the CCE, the FaCoMa or a private entity.

At the close of Mr. Cabrera's discussion, Mr. Rana summerized
what had taken place by saying that Mr. Cabrera brought out the
following points:

1) That the land xeform program is an integrated program of
agricultural development, with various govermment agencies
which were previously functioning independently of each
other now being joined together under one body called the
Land Reform Council and the various sexvices in the field
of agriculture integrated. Mr, Rana obsexrved in this con=~
nection that this is a very intexesting development which
bears watching as in the Expexts' Conference, the question
of cooxdination between the agricultural extension agents
and those directly involved in agriculture was discussed in
great length. He added, at this point, that the experiment
being undextaken in Bulacan may be of great interest not
only for those in the Philippines but also for those in
othex parts of the world.

2) How the land reform stxucture can reach the farmer level,
through the farm technicians who are assigned certain func-
tions to pexfoxm; one faxm techmician to be provided for each
farm; intensive agricultural extension sexvices to be under-
taken; the role of the farm supervisor for agricultural de-
velopment; and the extension of credit through the instruments

of farm planning. )

3) The various steps befoxe a loan could be released to a farm-
er, in connection with which Mr, Rana said that Mx, Cabrera
outlined how farm planning would develop a system of entex-
prise by improving land use and bringing about increased agri-
cultural pxroduction as well as improvements in the home front,

4) The program of opexations of the ACA in the non-land reform
program areas, such as the plan to liquidate agricultural
cooperative societies which cannot stand on theix own and
to rehabhilitate those which desexve help, with ACA providing

the loans to members,

This, Mx. Rana said, is a very broad summaxy of the vexy complex
outline which Mx, Cabxera made of his subject mattex. He added that in
the discussions which took place, several things were pointed out, one
of which is the duplication of land reform programs in other areas.

He said that the concentration of pexrsonnel in Bulacan appears to be
very heavy and the manner in which the project is developed should be
intexesting to watch, The question of pexsonnel to implement this

program was also brought out during the discussion and as one of the



-8 -

paxticipants pointed out, it would very much depend on the type and
attitude of people entrusted with the implementation of the program.
Certain questions wexe also raised, Mx. Rana said, regarding the use ’

of farm fertilizers and he said that the point raised by Mr. Galano
regarding the use of farm fertilizers beinc dependent on the soil

analysis is an observation the validity of which cannot be questioned.

Mr. Pana further observed that a very impoxtant point about coopexatives
was raised,which is that the participation of farmers in the program should
be developed through organized channels, the FaCoMa being, in this respect,
best situated, although unfortunately, many FaCoMas have failed to perfoxm
and cannot pexform the functions expected of them., Lastly, he said that
it is the intention of the Land Reform Council to build up certain re-
presentative institutions in certain areas only after ctréful study of the
avea has been made. At this point, he threw open the subject matter fox
discussion,

Miss Escuerra was asked by Mr. Rana as to hex opinion about the home
demonstxation, and Miss Escuerra answered that home demonstration should
be distributed in diffexent areas. She added that in Nueva Ecija, this
has proved to be quite successful,

Mr, Chavez then called the attention of Mx. Cabrera on the mattex of
timiwe in the financing of loans by the ACA. He said that if they apply
fox a loan on May and June fox purposes of harvest, almost immediately
after harvest, they have to prepare the land again during the month of
July for transplanting, August foxr use of fertilizexs, and latex on
comes the harvest again, So at the time they receive loans during the
last months of the year at harvest time, they cannot yet effect liqui-
dation of their earliex commodity loans. The problem thus xaised has
to do with the fact that it is quite impractical to xrequire that before
a new loan is granted, the old loan or loans should have been settled
fixst, He also added that ACA does not ¢ive loans in sufficient amount,

Anent this point, Mr, Cabrera said this can be solved when the shift
is effected to the supervised credit scheme under which lending will be
made against a farm planning budget which covers not merely a limited
numbexr of months in a yeax but the entire year. Also, a repayment plan
is supposed to be drawn up under this scheme where convenient dates of
repayment are scheduled. Then, he also added that while there is nothing
definite yet about this, the idea of convertin¢ the commodity loan system
into an operating capital loan which can be used for the puxchase of palay
or commodities is being considexed. Hand in hand with this system of
financing is the merchandisin¢ loan that the CCE is supposed to handle
under which system of opexations, farmers can accumulate enough stock
which can be passed on to the CCE for marketing, He infoxrmed the group
that during the last CCE board meeting, the ACA officexr-in-charge agreed
substantially with this proposition and Mx, Cabxera's work along this
line will be resumed aftex the seminar. "He_ : ¢ discussion croup
that the problem can be solved. S sTenUlaTIAS '
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My, Joglekar, at this point, ohsexrved that one of the possibilities
to consider in the matter of timing the extension and collection of loans
is that since there are two diffevent loans, one for crops and anothex
fox commodities, the repayment of the crop loan may be made only after
the harvest is sold, and in the meantime, another type of loan may be
extended. He added that thexe is no xeason why a second loan should
not be extended merely because the first loan has not been repaid yet
in view of the fact that the products are there anyway ready to be
marketed. He cited practices in his own country where two diffexent
loans axe also extended to the farmexrs and whero the practice he just
cited is being followed.

Commenting on all these, Mr. Cabrera stated that all these diffi-
culties arise because the ACCFA lending program was ceared to the
one-crop system. Undexr the farm planninc budcet, however, the problem
is expected to be solved hecause the plan as drawn covers one full
agricultural year. This means, he said, that loans can be extended
for the first crop, second crop, ct., because anyway, the ability to
pay at different staces of the acricultuxal year can be determined.
Also, since under the supervised credit scheme the farmexs' entexprises
can be increased, a timely repayment plan can be more or less evolved,
It will all bhe actually a matter of prooramming.

Mr, Galano then observed that the problem xeally becomes compli-
cated because there are different xecions in the country and diffexent

seasons,

Mr. Rana then said that what can be best done undex the circums-
tances is to deposit these crops with waxehouses and against these
deposits, commodity loans can be ¢iven when the cxaps are sold, this
can provide the source for repayment. The sale of crops deposited may
be effected when the price is favorable, which would not prove too
difficult, he said, if marketing is already developed.

Mr. Respicio then added that a possible additional souxce of cxe-
dit is the funds which can be accvmulated from the private sector.
He said that in his oxganization, they have succeeded to accumulate
a xevolving fund of some F20,000 from the private sector. He attri-
buted the success of his association in this rec>rd to the fact that
the members have heen sufficiently impressed with the impoxtance of
accumulating savings, As a result, they have voluntarily subjected
themselves to some sort of forced savings scheme. This they have found
time and time acain to be of much help to them. Elaborating further on
this forced savings system, he said that a retention of the rate of
P0.10 per sack of fertilizer sold was made. It was undexstood by the
farmers that this retention would net eaxrn any interest but that it
would merely hecome a steady, stable fund to assure the continuity of
the association's operations. No interest is paid on this,

Mr. Galano then recounted the experience of tobacco FaCoMas in
Batac, Ilocos Norte, particularly the Batac Vixginia Tobacco FaCoMa
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with 400 faxmer-membexs. He recounted that in the first year of its
operations, in 1954-55, P20,000 was boxxowed from the ACCFA. This,

in addition to the paid-up shaxes of the membexs at the rate of F5.00
per membex, constituted its starting capital. He said that for the
first two yeaxs, the manacer and the secretary-treasurer wexe not

paid any salaries just to accumulate enough opexating funds. Through
these measuxes of economy, they were ahle to.effect much savings sued
that in the first year of tohacco operations, his association tealized
F49,000 out of which they were shle to pay off theix ACCFA loans,-After the
loans were repaid, the officials who did not receive any salaries for
two years were paid theix back wages: Also; patronage dividends wexe
not distributed during the fixst thiee years of operations in otder to
accumulate mote operating capital,

Mr. Rana then cited a parallel example of a cooperative system
staxted in France where capital was xaised from contributions of its
members alone. The members apxeed that they would not receive dividends
for the first two or three years, after which they started to receive
these in due time when the organization was already well advanced in its
finances.

Mx. Rana, in closing the discussions for the morning, observed that
what just txanspired were interesting and provocative discussions, and
stimulating too. Then he announced that the afternoon will be devoted
to group discussions suggesting that one group should meet in the con-
ference room and another in the lobby. Both groups should elect their
own chairman and theix own secxetary.

At this juncture, the meeting was adjourned at 12:00 noon.

1% 14



NATIONAL SEMINAR ON AGRICULTURAL COOPZR:;TION

Eaguio‘City . December 16-22, 1963

(1)

(2)

(3)

(4)

QUESTIONS FOR DISCUSSION
Section I: ‘December 17, 1963

Please outline various methods for building up owned
capital in>Facomas, .

Please outline the main features of supervised credit
and suggest ways and means of improving the system
described by Mr., Cabrera.

Please outline the advantages and difficulties involved
in formulation of farm plans and farm budgets by farmers
with the help of farm technicians, .

In your opinion, what constitutes a revitalized Facoma,
so that it may qualify for participation in a supervised

credii,programme?
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REPORT ON GROUP DISCUSSIONS UNDERTAKEN BY

GROUP I OF DELEGATES IN NATIONAL SEMINAR

' ON AGRICULTURaAL COOPERATION
(December 17, 1963)

2:00 PsM.y December 17, 1963, the group in the presence of
Mr. J. M. Rana and Mr. V. M. Joglekar of India opened up with the

move of electing a group Chairman and a Secretary bcfore

going on with the prescribed topics of discussions.

Mr. Rodrigo Felix of the Camiling FaCoMa in Tarlac was elect-

ed Chairman and Mr. Magno G. Reyes of the Santa ina (Pampanga)
FaCoMa was elected Group Secretary. ;

The Chairman then presented the four questions on topics for
discussions and asked for suggestions and opinions regarding each
particular topic from members of the group which was noted and sum-

narized

I - Qutline Various Methods for Building up FaCoMa.Owned Capital

as followss

in FaCoMas.

1.

2.

Soliciting of increased subscription of stocks and in
the paid-up cgpital of the members of the FaCoMa.

Request for the return of accumulated 5% insurance
fee withheld by the L4CCFA to the FaCoMas.

To collect an amount corresponding to 0,10 per cavan
from members who deposit palay with the FaCoMa and
which amount . d8to be credited individucily bo
members as their additional geaid-up coplitold.

Retaining amounts which arc intendcu for Jic
tion as patronage dividends so they could o
FaCoMa capitale ‘

Secwring of outside financing by nortgaging FaCola=~
owned facilities.

Realizing additional capital frowm service fees thru
extensive collection campaigns,.

By withholding for capitalization purposes 1 cavan
or amount corresponding to it from every 50 cavan
deposit or in such proportion.

Expansion of volume of business in profitable under=-
takingse.
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9« By increasing the retained 459 of savings intended
for additional working capital of the FaCoMa to a
higher percentage.

II. OQutlinesof Main Features of Supervised Credit and Suggestion
of Ways and Means of Improving the Systou Described by Mr.
Cabrera.

P

l. By increasing in proportion the amount of crcedit as
sistance in kind rather than in cash s0 55 to avoild
misuse op diversion of funds.

2. Continuance of extension of coumodity loans, farm im=-
provenent loans and facility loans even after the
Land Reform Program is implemented.

5. To exert more efforts to direct supervised credit
to a more specific goal in increasing production.

4. To assure ways and means by which palay pledged by
farmers who receive financing are actually deposited
on designated warehouses to avoid past failures and
seeing to it that persommnel utilized in the program
have virtues, honesty, integrity, competence and
dedication.

5. By utilizing deserving organized cooperatives in the
implementation of the program if there are such, so
as to avoid wpste of much time and money, hiring of
many additional emplcoyees, and the impracticability of
the 4Ci dealing direct with thousands of farmers
individually if it could be done collectively.

6. That there would be more sense of responsibility in
farmers who will receive assistance thru cooperatives
rather than direct from AC, dus to the fact that
money received direct from the government will very
likely be considered as a HAND-OUT.

7. Securing of Co-Makers of farmers obtaining loans.
IV. advantages and Difficulties Involved in Formulation of Farnm

Plans and Farm Budgets by Farmers with Help of Farm Teche~
nicianse.

aDVLNTAGES ¢

l. Proposed Farwu Technicians are gualified wmen with
scientific knowledge and better trained to super-
vise actual farm woxrk.
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2. Greater Farm Productivity can be achieved.

%« It is but natural that présence of phanning and
budgeting would produce better results than none.

L. That Farm Technicians are supposed to stay in the
barrios and could guide farmers effectively.

5. Diversification of crops may be practised inten~
sively to give more returns to farmers. !

DIFFICULTIES INVOLVED:

1. Difficulties may be involved due to different
existing conditions in different locagliticse.

2. Farmers are generally reluctant to follow mod=-
ern practices and attend meetings.

3. Difficulties may arise in cases when Farm Tech~
nicians and Farmers may not see eye to eye with
each other.

L. There may be possibility of corruptions later if
one man formulates plans, formulates budget and
recommends loans.

5« There may be long delays in all mechanics entailed
s0 that farmers may not receive assistance on
time.

IV. In Your Opinion, What Constitutes a Revitalized FaCoMa, so that
It May Qualify for Participation in a Supervised Credit Program?

"ls i FaCoMa with dedicated and efficient management.

2. & FaCoMa with adequate facilitiecs such as warehouses
and pice piills.

5+ FaCoMas which have been active in centinuous opera-
tion for several consecutive yeorgo and .nich could
be clearly identified frowm doriant FeCoiao.

Lk, FaCoMaswhose managcment officials were or are not
connected with any irregularities and anomalies.

5. FaCoMa with sou®3 business operations for guite a
number of years to determine competence in manage-
ment, aside from satisfactory loan repayuents

The Group discussion was closed at 5:00 P.M.



Group Digcussio o 17, 1963
Undertsken by Uelegates in National Se=-
minar on Ab~icultural Coope

eration

(1) Outline warious methods of bullding up PaCoMa=-owned cape~
ital in FaColas.

1, Linking of amcunt of loans glven to a member tc his
shareholding in the FaCoMa;

2. @ollection of unpald balance of subseribed capital
stock from members'

3. Retaining an amcunt ocut of their patrbnage refunds
and stcek frem members to inerease their shareholdings;

‘4.,Requesting payment of 5% insurance withteld by the
ACCFA, now the ACA, tc the FaColla;

5. Colleétionc f :1.00 per bag of fertilizer and 0,10
per cavan of palay or occrn am:n: members;

6. Conducting educational campaigs tc develcep a strong
cooperative crganizaticn amcng smzl1l farmers especial-
ly tke non-members and acquaint'nv tzem in tre basic
principles to understind the value of cooperatives and
inorder for them to increase their subseriction to
capital stock and pald-up capital,

(2) Outline the main features of supervised credit and suggest
ways and means of 1improving the system described by Mr.
Cabrera.

1. In an area where there is a FaCoMa which is working
well, preference should be given to that FaCoMa in
providiag agricultural credit;

2. In an areua where there are weak or non-revitalized
FaCoMas,, there siould be a definite program for
revitglizing them within a speckfiec period sc the re-
vitaligzed FaColMas can take up loans as scon as posd ble, _

3. Bachrevitalized FaCoMa should have a loan supervisor. . v
The sulary of the supervisor should be subsidized by
the gevernment for trree years on a graduated scale,
that is, 100% of the salary, cor full for the firss
year, 2/3hat the second year, 143 % at the third year
and trereafter, beginning tec fourth year, the full
cost of the salary tc be borne »r ' nanced by tre
FPaCoMa.
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(3) Outline the advantages and di ‘ficuleles invodved in fb hi
lation of fqu plans and farm budgets by farme¥ with the
help of the “arm techniciang,

 Advdntages s

1. The farmers can practically find cut tre cost &f his
farm budget ;

.- Parmers - ean' be apprised of the cost of h'§ noderi farm-
ing;

D
-

3. It will place the farmerts and ris familyts resaur¢e§

- with'n tle governmentt's teehnic:l and material agsiste
anee program, By selfwhelp; he cun ralse hig gbandard
of living as a result cf inereased production and
better income.

Liffioulties:

1. Filipino farmers in general are indirfferert to ehangej
2. He seems to lack self~¢onfidence;

3. Als understanding is limiteds

4, Extra fam ly obligutions disturb himg

5. Slightest faZlure in his guided farming is 1likely to
shake his falth  1in the system.

(4) In your opinfon, what constitutes a revitalized FaBoMa, ®
that it nay quri;;y for participaticnin a supervised gredit.

programme?
1, The books are all in order and ready for eredit;

2, The off¥kecers of the FPaCoila should all be effielent 1in
their jobs throughout the FaColMa operation;

3.The FaCoila srovld be able to present a good finaneid
position;

4, Officers should al’ be aetive in patrcni_sng the opera=
ticns of tre FaCoila Tor several years;

5. At least 90% compliance with the marketing agreement
‘sizould be matte;
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In the case of different loans, the FaCoMa should pay
the ACA at csrtain percentages and the farmers to the Fa-

CoMa svech as:

Commcdity loans = -~ - - = = « « = 100%
Production loans not lessthan - ~ 759

Payment of facility loans srould immediately begin and
continue until tis type of lcan is fully psid;

-Start capital formation as soon as they csn.
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Subject: Credit for Cooperative Marketing.

. Introduced by: Mr, V, M. Joglekar
General Manager
Maharashtra State Cooperative Brnk
India

Introduction to Paper

Mr. Rana opened the session by stating that the subject for today was
"Credit for Cooperative Marketing" to be discussed by Mr. V, M, Joglekar
who comes from the Maharashtra State Cooperative Bank of India., Mr.
Joglekar is the general manager of this progressive bank, and Mr. Rana said
he was sure whatever he will say would be of considerable interest to all
the participants.

Mr. Joglekar opened his discussion by emphasizing that to improve the
economy of the farmers, credit facilities for farm operations are absolutely
necessary, and so marketing facilities are also needed, Credit without
marketing is meaningless,

The ideal situation, he says, is for the producer to be the one to
determine at what price he is going to sell. But what happens in the
agricultural market is that the purchaser is the one who tells at what
price he is going to purchase., The producer has no right to estimate for

himself the price of that which he has produced, This is what is known
in India as auction. This situation has to be converted from a buyer
market to a seller market, but, he asks, how can this be done?

It cannot be done if each and every producer will go to the market
and sell because then there will be many sellers and very few buyers as
a result of which the purchaser dictates the prices. On the other hand,
if there are few sellers and many buyers, it is the seller that dictates
the price and it is exactly the desire of the cooperative marketing so-
ciety that the individual farmer should not go to the market because it
should be the society that should sell in the market. .This, he said, is -
one important aspect of cooperative marketing and as such, its development
needs special attention,

Anothur aspect is with resvect to price determination. Citing as an
example the price of potatoes in the local market which is B0,60, Mr. .
Joglekar said he found out that the seller got it merely for $0.30 a kilo, .
Thus, the middleman got a 100% profit. .This is the reason, he says, why
coonerative credit, without marketing, is meaningless.
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Then, he outlined the functions of marketing society as follows:
(1) collection of farm producé;

(2) grading and cleaning; : )
(3) transportation to marketing centres;

(4) securing higher prices by releasing the goods at an opportune
time; : .

(5) locating new markets, including foreign markets;
(6) processing activities.

"He then cited the fact that in India, there is a credit society and
also a marketing society. The credit society does not undertake any mar—
keting system except pooling of savings of their members; and the marketing
society does not undertake any loaning operations. This marketing society
is usually organized as a marketing centre and it is intended to serve all
the cooperatives in the village. This is known, hc said, as the primary mar-
keting society which is affiliated with a district cooperative marketing
society. At the state level, there is also a state merketing society which
in turn is also affiliated with the district marketine sociecty. A national
marketing society was recently organized but since this is of recent oricin,
he said there is actually not much to talk ~bout y=t.

Mr. Joglekar then classified markcting socicrties into three groups:

(1) marketing societies not connected with any agricultural credit
society;

(2) marketing societies connected with cooperative credit societies
and doing marketing work; and

(3) marketing societies undertaking processing activities.

The function of the 1lst type of marketing society is confined to
profitable marketing of the members' produce. This system are usually
suvported by big farmers.

The second type of marketing society does business this way: of-
ficials of the credit society give loans to members, Then the society
collects the produce of its members and delivers them to the marketing
society. This marketing society arranges for the cleaning of the agri-
cultural produce and then sells it in the market as commission agents,
Proceeds are remitted to the credit society which retains the amount of
the loans it extended to members, He added that since marketing is done
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upon instructions of the members,.if the price reslized is hisher, the
benefit goes to the member as a personal eain of tho farmer; if th- price
is low, it is a personal loss to that member. Ther: is no common sharing
of profits or losses.

The third type is a merketing society which undertakes processing
activities in the matter of disposal of the produce. For example, if.
sugar cane is to be sold as sugar cane, the scope of marketing is limited
to nearby markets; but if sugar cane is to be converted into sugar, the
range of the market is considered wider. If the processing operation is
done by the marketing society, the difference between the raw sugar cane
and the finished sugar goes to the benefit of the farmer.,

Finarces required may be distinguished under three (3) categories -

(1) block capital - for transportation, godowns, processing
machinery and other equipment;

(2) working capital - for expenses of transport, running the
processing plant, labour, etc,;

(3) margin money - for block capital and working capital,

Financing against block capital is usually available to the extent of
60% of the total cost and the remaining 4LO% has to be provided as margin
money by the society.

As to the construction of wirchouses, Mr. Joglckar s+id this con be
done in two ways?

(1) Under various plans of India, there is a provision for the
construction of warchouses in a suitsblae plac: and the state
government gives financing to selected marketing societies
for construction of warehouses. 25% of this is subsidy and

5% is by way of a lean to the society payable for fifteen
15) years.

(2) Working capital is also provided in the form of merchandising

loans or commodity loans, The District Bank gives 75%, and
the marketing society provides for the 25%.

The financial requirements of the marketing society in the background
of the situation in India are therefore the following 3 types of financial
Assistance:

(1) working capital

(2) short-term or medium~term resources for trucks and the
marketing equipment; and ‘

(3) long term loans for processing facilities.
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Mr, Rana then asked Mr, Das to make suvplementary explanations 1f he
had any and Mr. Das said that the Central Bank usually eives loans to apex
banks at the rate of 2-1/2%, It is given during ngricultural sessons,

The apex banks then give it to the district banks and lastly to the bor—
rowers, These, he said, are usually short—term snd medium-term loans,

My, Rana then at this point summarized the discussion by saying that
Mr. Joglekar pointed out:

(1) the importance of cooperative marketing.

(2) the difference between prices which the consumer pays and
the orices paid to the producers.

(3) the marketing society would benefit the producers as it will
reduce the cost of the operations of marketing.

(L) the functions of the marketing society.

After that, Mr, Joglekar outlined the structures of the cooperative
credit movement and the cooperative marketing society in India. In India,
in the primary society, they have the single purpose and multi-purpose
societies, In the district, they have the district society and in the
provincial level, they have the provincial cooperative. #4lso, in the
district, they have the district bank and in the provincial coonerativa,
they have the provincial bank, They assist the primsry socicty. So far
as credit is concerned, it is gensrated by the cooporative bank, [inan-
cing is done both for marketing operations and for procossing. So far ns
the marketing society is concerned, in India, thore is a marketing society
in the primary marketing level - the nrea where the products flow,

Mr, Rana then added that in India, there are primary marketing so-
cleties at the central level where the produce in the village flow; there
is also secondary and tertiary level marketing. The marketing society is
located at the district and is located in the project itself. The function
of this higher structure is to help the producers in the marketing opera-
tions so that the farmer receiveshigher prices for his products when the
prorer time comes for the sale of the product.

After this, Mr, Rana said that Mr. Joglekaf pointed out the need for
storagz of products while awaiting better prices.

Next, Mr, Joglekar dealt with processing. It actually means to im-
prove the quality further, When the quality of a commodity is improved,
it becomes more attractive to the consumer or the dealer and that helps

in the increase of orices,
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Then, Mr, Joglekar outlined the various l-nds of loans which are
required by the marketing society and the prccessing socisty. One type
of loan required is the loan by the farmers when he Aorosits th» produce
with the marketing society. If the marketing society is not. going to
sell the produce deposited, then, against this produce, certain types of
loans will be given, This is called the commodity loan or advance loan
or marketing advance, The second type of loan is that which the marketing
society requires for purchasing equipment, trucks, tractors, etc,. The
district cooperative banks also gives loans up to around 75% of the value
.of the whole loan applied for. The loans are also necessary for construct-
ing warehouses, This is provided by the government itself.

This, Mr. Rana said, forms the complete capital structure of a mar-
keting society, However, he said that if the society has its own funds to
loan out, the position of that society is very strong. So, it is important
for »n organization to build up strong funds.

Mr. Rana then threw open the subject for discussion,
Discussions

In the discussion which ensued, the following points were brought
out! '

(1) Pooling system is difficult to undertake in the Philippines
because of the various kinds of palay deposited by members.
No member is willing to pool hig product under these con-
ditions,

(2) Conditions in India are not very different from this, Mr.

: Joglekar said., But there, they pool only selected varieties.
They have to be sorted out. -Aside from this, suggestions
are now belng made to the farmers to grow only three or four
varieties, although Mr. Joglekar added it may take time to
impress upon the farmers in the importance of thise

(3) Vnrieties may also be reduced in another manner. .An example
was ~iven by Mr, Rana by citing the Cotton Act of India which
provided that in a certain area, a certain variety of cotton
csheuld be raised, and no other.

(L) The rate of commission charged by the marketing socleties
in India for marketing the produce of their members is one

(1%) percent,
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(5) The farmers in India do not pay interest for the advance
prices they are given for the products deposited as these
are not in the concept of loans, said Mr. Joslekar. Mr,
Mendoza at this point distinguished between advance price
for commodities deposited for which the farmer does not
pay interest, and the commodity lcan for which the farmer
pays interest. )

(6) Mr. Mendoza brought out the point that what is actually
happening here is that in the absence of FaCoMa funds,
reliance is made on the ACA for commodity loans for which
the farmer~depositor pays interest. Serious thoughts
therefore have to be given to generate sufficient funds
within the FaColMa itself so it can take care of the fund
reguirements of its members.

(7) In India, there are actually two types of members of
marketing societies! The first type is that who keeps
his products and to be sold when the time requires, that
is when the orice is high. The other types has the mar-
keting society as his marketing agent and when he needs
financing, he will get the fund from the marketing society
‘as his selling agent. He takes the responsibility of
losing and gaining for the sale of his products,

(8) There are so-called food zones in Indin. There are some
states which grow only rice and some grow only wheat. The
food zones are created so the different states grow spe-
cific products, Before the creation of these food zones,
the prices were either rather very high or the prices
tended to be very low, ’

(9) There is only government intervention in the purchase of
products when the price becomes abnormal, such as an un-
usual rise in prices, In this case, the government
regulates the prices by asking the producers to deliver
the produce at a fixed rate because the intention is to
cut high vrices., But if the produce is too much, the
government supports the prices by telling the producers
vh 1t 1w is willing to buy products at rates higher than
the market prices. . The government also sells the
products at lower prices.

(10) In 1960, Mr, Mendoza said, when the ACA was created, there
were efforts made by Don ﬁicente Araneta to coordinate the

activities of the government and the FaCoMas in this as~
pect. In fact, RCA officials were exploiting the possibility
of letting the FaCoMas participate in the stabilization

of the prices of commodities. The ACA then submitted a
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detailed implementation of this objective and the FaColMas
made recommendations through which to stabilize th> vrice
of rice; Unfortunately, some of the members of the Council
which sat down thought that the FaCoMy system was not in

a position to assume such a role especially because the
FaCoMas were disorganized. Mr, Mendoza then expressed the -
view that a central cooperative exchange can be the rally-
ing point in the system 'so that our voices can be heard in
Congress but what we can do now is to start gradually."
Efforts, he said, must be exerted towards a common object—
ive of helping the farmers and to coordinate with the
government in this regard.

" Dr, Mabbun then said the sugar bloc in the Philippines-
is strong enough to get itself heard by the government.

(11) Mr, Joglekar cited an instance in India where a strong
cooperative marketing structure resisted a low-priced rate
fixed by the government for cotton, The farmers were
advised not to sell their cotton and the marketing socie-
ties were financed temporarily by the banks in order that
the farmers could hold on to their stocks. There was some
legal fight regarding the vrice of cotton =nd on-the 46th
day, the government gave a higher price for the commodity.

Mr, Hana before closing the session summirized the proceedings so far
by saying that first, the question regarding vooline was discucsed and the
conclusion was reached that only selected waristies should he pooled and
in the case of rice, only three or four varieties should be pooled, Grading
and farmer education are also essential to pooling. ‘

The question of advance prices versus commodity loans was also discuss—
ed, and the conclusion was reached that the first includes interest..in the
operating fees and the second charges interest,. Finally, the question was
raised about selling rice at a low price to the consumers, prices which
bring down producers prices also.

Mp, Rana also added that actually, there are short~term loan problems
and long-term loan problems, From the short-term point of view, there
must be a strong organization to exert pressure on the government. But on
the long term point of view, .a good marketing system must be developed.-



CREDIT FOR COOPERATIVE MARKETING

by

Mx, V., M, Joglekax
General Manager .-
Mahaxashtra State Cooperative Bank
India:

1. In oxdex to improve the economy of the farmers, building up of suit-
able credit agencies within the cooperative structure hecomes necessary.
This, by itself, does not, however, bring about the desired improvement
unless activities connected with the disposal of harvest are also under—v
taken simultaneously As a matter of that, eredit without marketing is
not effective.. It is, therefoxre, no wonder that cooperatlve marketlng is

being urged now ever than before.:

2. A marketing system has to perform a variety of functions beginning
has to pexform a variety of functions beginning with collection of farm
produce; grading and cleaning, transpoxting. to marketing centres, secux-
ing xreasonable yield for the producer, by undertaking if need be; some
processing operation, finding and developing new markets and lastly,
xealizing cxedit dues from a farmer on behalf of a cregdit chvety.‘

3. All of the cooperative marketing SOCIBtleS. however. do not heces-
. sarily undertake all these functions and it is possible to distinguish
one from the other and grouped in three broad categories as undexr: :

(a) Marketing socletles not undertaklna any respons1b1lit1es
of realization of c¢xedit dues:

(b) Marketing societies linkéd with credit Societies;

(c) Marketing societibs which undertake poollng; grading
and processing and are also linked with cxedit societies.

4. A marketing soclety falling undex the first group consists of far-
erms who are not necessarily members of credit societies but who come
togethex to .improve by joint endeavours one their marketing costs as
well as prices. These societies, therefore, function as if they are
the marketing departments of the member farmers, -

5. A maxketing society falling undexr second group can hardly be said
to be undertaking any cooperative ma:ketlng if it merely acts as a
commission agent for the sale of membex's produce. If higher prices
are realized, the benefit goes to that particular member. Similarly,
if lower prices are obtained, it is the loss of that particular member,
Thexe is no joint effort of sharing the risk of gain, profit or loss,
If & membex does not want to sell the produce at a particular time,

he can wait on his own for better prices and all that the society does
is to act on_ his 1nstruct10ns. A pledge flnance is made ava1lab1e to



him, if necessary. - The sale proceeds, when collected, are remitted to
the cxedit societies towards recovery of production dues.

6. A maxketing society in the third group takes charge of the membex's
prxoduce soon it is harvested. After transport to a point, the prxoduce
is pooled and graded and stoxed xeady fox the market. Processing by
itself is more ox less complicated and specialized. No farmer can pro-
cess his product on his own and it is the marketing society which should
undextake it on behalf of the body of its members. Through the medium
of processing, a producex farmer goes nearer ‘the consumexr thereby secur~
ing for himself a major poxtion of the price spread between him and the
consumex., The sale proceeds are posoled after deducting the various
costs. such as transporting, grading and processing, etc., The balance
xepresents the aggregate price fetched. On the basis of which price to
be paid pexr unit to a member farmer is worked out. This final settle-
ment takes some time, but, in the meanwhile, the smail farmer may need
money for his domestic needs. The marketing society, thereforxe, pays
him some amount as advance price, pending determination of final price.

7. In undexr developed countries where majority of farmers are small
producers, an assurance of xrealization of production credit goes a
long way in creating a situation under which larger production credit
can be dispensed; if necessary, fox increasing faxm pxoduction even
through thexe may be no tangible security except the farmer's capacity
to get higher yield by intensive and extensive cultivation.

8. The society in the first group needs financial accemmodation much
in the same way as a trader or a businessman and thexe should be no
cifficulty for a cooperative bank in allowing a pledge finance. A
murketing society in the second group also needs finance. This
fincnce, is no doubt, puxposive in the sense that thexe is a linking
with credit societies. The finance issued by a marketing society

to its members is in no way different from the finance provided by
any banking institution against the security of produce. This
finance, therefore, does not xeally mean finance for cooperative
marketing. The finance required by a marketing society falling undex
the thixd group is really a marketing finance where the members agree
to receive a pooled price.

9. The finance required may be distinguished under three categories ~-
(a) block capital -- for transport, godowns, processing machinery and
other equipments; (b) working capital -- fox incurring expenses of
transport, rumning the processing plant, labour, etc.; {c) margin

money -- for block capital and working capital,

10. The maxgin money should really come from the shaxe capital of the
society. Finance against block capital is usually available to the
extent of 60% of the total costs and the remaining 40% has to be pro-
vided as margin money by the society. Similarly, the working capital



is usually avallable ta the extent of 5% of the pxlce of produce. The
margin -of 25% has to be ‘made available by the society. In a cooperative
marketing, the members- :supply share capital primarily to obtain and gain
from the sexvices and they have no. eye on the return on the capital.
Their. contxibut1on.‘therefore. is very much less with the result that
adequate share-capital is not always available with cooperative market~
ing<societies. In India, the State Governmenis are contributing to the
share capital of cooperat1ve marketing societies out ¢of long~term loans
made available to them by the Centrael Govermment. The woxrking capital
should be made available by cooperative banks. Block capital, however,
being of a long-texm natuxe, should come from the long~texm financing
agencies like Industrial Corporatlons ox the Government.



POSSIBILITIES OF COOPERATIVE CREDIT
ORGANIZATIONS SUPFLEMENTING AND.
EVENTUALLY REPLACING GOVERNMENT AGENCIES 1/

/

By

Dx. Fablo N Mabbun
Economist and Cooxdinatox, Livelihood Depaxtment
Philippine Ruxal Reconstruction Movement (PRRM)

INTRODUCTION

One of the main obstacles to increasing acviculiural production
is the lack of facilities for the prOVISion of credit to farmexs, par-
ticulaxly to small faxmers. Activities in the field of Agricultuxal
Cxedit should therefoxre have an important place in our programme of
agricultural development.

The main purpose of agricultuxal cxedit is to supply the fawmex
with the working capital (short-texm cxedit) and the investment capital
(medium-texm and long~term credit) he needs in oxder te improve and ‘
increase tis productive capacity, to impxove and expand his opexations,

Agricultural credit, besides being a source of funds at reasonable
cost and adequate terms, can also be a valuable instxument foxy imple-
menting agricultuxal policies.p It is in this respect, I believe, that
we axe very interested in discussing the various aspects ef . agyicultural
credit and in exploxing the possibilities of cooperative organizations
to provide such credit, This is because it is balisved that agricultu-
ral credit is important in the implementation of the new agyicultural
policy of our Government as expxessed in Republic Act’ 3844, otheywise

known as the Land Refoym Code,

Fublic inntitu;ionp aye usually essential if aqricultura1 oyedit
is to be effeptive, But wheve private facilities ave providing eyedit
at reasonable tevmg, it 1 usually better to use puhlxc facilities to
supplement oy oomgloment them, and assist them to improve theiy seyviges v
xather than put them aut of exis;ence through competition, Whexe they
8xe unaatistuwto;y g8 is geperally the case with privato moneyvlanders,
regulatorxy meagg;ag may be necessary to direct them to cive satisfactory
sexvice, But yegulation alone, as shown by onr own experienge with
usurers, is 8e$dnm/efteet1ve, Oux failuye te vegulate the usuyious
puagtices of pgsvate money-lenders hag led to the promotion of the
nyganization and development of cooperative cvedit societies, whigh
aye intended tq even;qg ly ;ep;ace the usurers,
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tuxaficoogeuation apon;mqad alntly by Int gyt#cga} Coopeyative Alliance
and the Centrxal GoopetQtjve xchange, Inc.. hnld at Baguio Dity, Decembex
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The limitation of funds for agricultural credit is anothex majox
problem, The low output of most of the farmers limits the accumulation
of savings which eould be used for financing agriculture, and public
saving tends to be used in undexrtakings other than agriculture. Thus,
where epportunities for investment in agricultuxe are preat and demand
fox agricultural credit far exceeds the availability of funds, private
financing institutions have been moze inclined tc tend to morc liquid,
secuxe and lucrative types of entexprise. and have showa & lack of in-
. tewest in agriculture, This phenomenon is teking piace in our midst.
While our agxicultural development requires a great deal of funds, we
see many new books, with laxge amounts of capital, being established.
These lend practicelly all their funds to commercial and industxial
entexprises, For this xeason, the capital of most of our agricultural
eredit institutions is provided, or at least guaranteed, by the govexn-

ment. :

A natural consequence of the limited funds is that private money-
lendexs are still the most important sources of agricultural credit
(about €2% of the small farmer's credit need as indicated in a study
conducted by the College of Agriculture, University of the Philippines)
in this countxy. As long as this situation continues, indebtedness will
be the groatesthandicap of the small farmers, their cxops will continue
to be pledged before they axe grown or harvested, the prices veceived
by them will be well below maxket levels and their small income will
continue to go directly to their cxeditors.

With the foregoing introductory xemark, I shall now discuss the
souxces of agricultural credit with the view to pointing out the pos-
sibilities of cooperative credit oxganizations supplementing and
eventually replacing govexrnment credit agencies.

Souxces (Supply) of Agricultural Credit

It has been paid that agricultural credit has not usually led to
cumulative increase in productive power. In other words, credit has
remained static, by which is meant that, after paying interest and
repaying debt, the assets of the farmer and his capacity to produce
and maint®in levels of consumption for himself and family remained -
unchanged. This noxrmally implies that the debt cycle be repeated to
maintain the faxmer's position.

It should be the primary objective to use credit to promote a
cumulative increase in output: convert static to dymamic credit, But
we should not expect too much to be achieved by credit towaxrd this goal,
The bulk of the credit for woxrking expenses will noxmally be xequired
%o raintain levels of production, even if the ovex-all result is to
rrompie growth, Although the aim is at a pypogressive incxease in out-
put, ihe process may be discontinuous. Improvements occux leading to
an expansion of output, which is held foxr some time until a fuxther
advance is not possible. Meanwhile adequate static credit is necessary

to sustain the position.
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In oxdex that credit will promote growth, the requirements are:
(1) To increase the amount of funds available, which leads to a dis-
cussion of the sources of funds. (2) To reduce the cost of credit and
impxove the conditions wndexr which it is given, A veduction in cost
not only improves the shaxe going to the farmex, but also makes it
possible to undertake investments which othexwise would not be economic,
The latter xesult will also require that the texms of repayment and the
length of loans axe adjusted to the convenience and capacity of the
farmer as affected by additional income fxrom the use of the loan. (3)
To integrate credit with assistance in applying new techniques and pro-
moting bettex farm management,

Cxedit will only be dynamic when confined to theose farmers who
have actual ox potential capacity to produce heyond the amount needed
to sustain the minimal levels of consumption rxequired for health and
efficiency, meet charges and repay the loans. This is because the
resources of the credit system should be xegarded as a revolving fund,
not something to be used up,

This does not mean that submarginal farmers should not be helped;
or that credit should not be given for consumption, The submaxginal
farmers may be taken caxe of by other agencies of the government. They
should not be the responsibility of the credit system,

As to souxces of agricultural cxedit, the All-India Rural Credit
Suxvey, ¢ives this significant finding. About of the credit needs
of farmexrs is supplied by money-lenders, landloxds, mexchants and similar
individual lenders. The xest is supplied by government, coopexastives
and other sources. The following tabulation shows the souxces of agri-
cultural credit in India, Japan and Thailand,

Pexcenta otal borrowin
Souxces of Czedit India Japan - Thailand

Govexrnment 3.3 5,8 0.2
Co~opexatives 3.1 36.9 14,0

" Relatives 14,2 46.1 55.4
Landloxds 24.8 ) 57)
Professional Money-lenders 44.8) - ) 27.3
Tradexrs & Commission Mexchants 5.5 - -
Othext souroes 2.5 5.5 1,1

Credit for farmers, especially smell farmers, may be supplied by
any of the following souxces:

1. Mexchants ox Tradexrs. There are two types of merxchants who
supply credit to the faxmers. The first is the storekeeper in the
baxrio, The practice of this type of mexchants is to allow credit on
day-to-day sales repayable in farmex's produce after harvest. The
storekeeper is said to xeap profits on these credit transactions at
the xates of 100% to 250% per annum. The barxio storekeepexr may also
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lend money on the security of land, animals, jewelxy, c... - e Sk e
interest similax to those chaxged by othexr small money-lenders. His
advantage ovex the other small money-lenders is that his local residence
and knowledge, as well as his power to withhold credit at his shop, give
him a bettex position in xegaxd to repayment. The second type of mex-
chant is the tradex ox broker dealing in agricultural produce. He makes
advances on standing cxops at high rates of discount., The advances are
sometimes conditional on the whole cxop being sold to the txader making
the advance. This system of advanced sale may be truly oppressive to
the faxmex, This system is common in the case of our fruit crops.

2. Landloxds. "Advances" ox loans made by landloxrds constitutes
an impoxtant source of credit for our tenant faxmers., These loans should
aot be cenfused with the "contxibutions™ made by landloxds to the expen-
ses ~f share-croppers and other “partnexship" tenants, which arxe not
ordinarily repayzble. The loans made by landlords to theix tenants axe
repayabie (usually in kind) at haxvest, This practice is encouraged by
the weak position of the tenant in a lending maxket, which requires land
or other forms of assets as securxity for loans, If the landloxd himself
boxrxow from banks ox money-lenders to lend to his tenants, the interest
charged is necessarily higher than those chaxged by the sources of the
money for making the loans to the tenants.

3. Prxivate Money-lenders. The term "money-lendex” here refers to that
type of money-lender with whom the small faxrmer has tec deal. Even in this
restricted class we must draw 2 distinction between cleosely sxzganized
laxge fixms and the small local money-lender whosc toial available capital
may be less than the cazh halance gvdinaxily kent in 2 3mall branch of a
commexcial bank,

Money-lending as a profession ranks low in populax esteem., One
reason for this is the human trait of disliking those to whom one owes
money. But it must be admitted that the small farmex, who becomes
deeply indebted to prvofessional money-lendexs, has little chance of
opexating his fawxm efficiently and profitably. It should be noted that
the degree of havshness and greed displayed by a money-lender in his
transactions tends o vary invexsely with the volume of this business,
The smail moncy-lender genexally demands usuxrious interest and conducts
his busincss with velentless sevexity,

There is, however, anothexr side to the operations of agricultural
money-lenders, Their risks are high, and the staff each must employ forx
the efficisnt conduct of his business must be trustwoxthy and well paid,
Thexe is also the 1mpo:tant fact that the cost pex mopetary unit lent
in extending credit rises rapidly in inverse ratio to the amount of the
individual loans, It is also impoxtant to note that xates charged by
money~lendexs vary with the known character and reliebility of the bor-
rower,
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Since money-lenders and merchants axe still the most important
sources of short-term credit for our small farmexs, coopexative credit
societies are being developed with the hope that eventually the coope~
rative credit societies will replace these sources.

. 4. Pxivate Moxtgage.The type of private moxtgage common in oux
xuxal areas is the usufructuary mortgage. Undexr this the moxtgagox
surxendexs possession of the moxrtgaged land until the debt is paid.

In some form of this private mortgage liquidation is effected aftex
the expiry of a definite period without repayment of the original loan
-ox- payment of intexest. In others, the mortgage is for an indefinite
pexiod and is liquidated on repayment of the original loan, This latter
ttansaction is clearly by natuxe of conditional sale., Another extreme
foxm of this kind of mortgage is one which, if the loan is net xepaid
at the end of a prescribed pexiod, the land passes automatically to the
moxtgagee, This source of agricultural credit, however, is not very
impoxtant at present in our countxy.

5. Private agritultuxal banks. - These sources are represented hy
the xrural banks and the pxivate development banks, The xuxal banks are
growing in importance as sources of credit for oux small farmers who
have the assets to offer as security for loans, The private development
banks axe still very new and theix xole in the provision of agricultural

credit is still vexy insignificant,

6. Govexnment. There axe two foxms of governmental souxces of
agricultural cxedit. One is the government Department or instxument,
which is given an allocation from the regular annual budget for lending
to faxmers, such as settlers of newly opened settlement; and the othex:
constitutes government hanks or financing agencies, These govexrnment
sources of agricultural credit extend short-term, medium-texm and long-

texm loans to our farmers.

I would like to discuss here the role of the former Agricultuxal
Credit and Cooperative Financing Administration (ACCFA) in providing
cxedit to our small farmers and in assisting the development of agri-
cultuxal cooperative credit, Since time does not permit a detailed
account of the operations of the formex ACCFA (now the Agricultural
Credit Administration (ACA), I shall mention only in general what it
could have done to develop the Farmexs' Cooperstive MarReting Associations
(FaCoMas) as effective cooperative credit institutions for providing
short-texm and intermediate-~term loans to our small farmers, The
ACCFA granted short-term credit in the form of crop production
loans and commodity loans to the faxmers, through the FaCoMas,

It also extended long-texrm cxedit (for 10-year period) to the FaCoMas

in the foxm of facility loans to construct ox acquire warehouses and
processing facilities. If moxe emphasis wexe given to increasing the
share capital of the FaCoMas in oxder to enable them to accumulate funds
of theixr own te gradually make cxop loans to their membexs, they could
have developed to supplement ox complement the lending service of the
ACCFA, If this idea were implemented, the FaCoMas could have developed



-6 -

to be ‘incependent of the ACCFA, first, ©s a source of crop prcduction loans
.and later, as theix capital increased, as a source of commodity loans.

This would have left the provision of only the long-term facility loans

by the ACCFA to the FaCoMas fox financing the GCQUISlt]Oﬂ and constxuc-
tion of processing facilities and waxehouses, It i hoped thet with the
reoxrganization of the ACCFA, bxoucght ebout by the l"rﬁ Refo’ ' Code, the
Agricultural Credit Admlnlstratlon will have ample opportunity te develop
the rem2ining FaCoMas and other cooperative credit societies that will

be oxrganized as effective sources of short-term and medium-term credit

for our small farmers,

The government banks, such as the Development Bank of the Fhilip-
pines and the Philippine National Bank, should provide the long~term
credit, or mortgage loans, needed by our farmers. These government
banks, particularly the Philippine National Bank, should continue to
supply the short-term cxop production loans and loans for marketing
purposes needed by our big farmers,

7. Coopexatives. In theory, cooperative credit oxganizations are
the best possible form of cxedit institutions fox the small farmers,
Close local knowledge, which is the main essential to the success of .
banklnq and the lack of which is the most frequent cause of failure
in agritultural banking, is inherent in the usual cooperative structuxe
of primary societies, district or provincial federations and central
association, each higher unit of which is normally built up from the
local society below. In practice, however, there have been many fail-
ures in cooperative agricultural credit. The basic cause of this is
often the attempt to develop a cooperative credit organization among
farmers who do not understand the basic principles of the cooverative,.
In these cases careful education in these principles is essentinal,

Too often the farmer has been encouraged to run before he hns learnt
to wlk, and it must be admitted that the farmer is ususlly verv slow

in learnine to walk securely.

We have had valuable experience in the provision of agricultural
credit through cooperative associations as cited in the case of the
FaCoMas, It is hoped that this experience will guide us in developing
cooperative credit institutions to provide the short-term credit at
first, and then later, when the cooperative credit institutions have
increased their capital, gained experience and competence, the medium~
term credit, needed by the small farmers, It is interesting to note
that there are now being developed cooperative credit societies in many
of our barrios (v111ages) to provide credit for their farmer members
out of funds raised solely from the savings of the farmers.

Péssjhj]jtjgs of Coopeza;;vg Credit

Experience in other countries indicates that cooperative credit
societies have been successful in providing short-term and medium-term
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credit needed by farmers, - Long-term agricultural credit, however, has
not been successfully provided by cooperative credit organizations,
except in very few countries, gue largely to the lack of adequate funds
at their command. Agencies which provide long-term or mortgase credit’
must have access to large amounts of .capital. This mosns that much of
this capital must come from outside the community, =Zxrort manigement
is'also. necessary in order that the suppliers of funds may bz assured
of the safety of their investments. Furthermore, success in coopera-
tion credit requires continuity of active interest, need and supervi-
sion., .When a small farmer in a primary cooperative credit society has
obtained a long-term loan, his interest may decline because he has no
further need for the group. It is because of this fact that in most
underdeveloped countries the government has become to be regarded as
the most logical source of long-term loans., v :

Looking at our own experience, agricultural cooperative credit
has been used to supplement the services extended to farmers by gov-
ernment agencies, Cooperative credit associations, e.g, the FaColas,
have provided loans to small farmers who could not avail of the faci-
lities offered by government banks, because they do not possess the
assets required by the banks as security for loans, This supplementary
service, 1 believe, will continue to be provided in increasing volume
as more and more cooperative credit associations are organized and de-.
veloped, But even if cooperative credit organizations will be devéloped
extensively and efficiently, as they have been developed in Japan, there
will always be a need for government agencies to provide the funds ne-
cessary to enable the cooperative credit organizations to expand their
services to farmers and to provide long-term loans for agricultural

development .,

CONCLUSION

The foregoing paragraphs have indicated that the bulk of the credit
needs of small farmers is still supplied by private money lenders: mer-
chants, traders, landlords and professional money-lenders. These sources.
charge usurious rates of interest on loans (usually short—term loans).

To free the small farmers from the oppressive effects of usury, agricul-
tural cooperative credit organizations have been developed and are being
developed to provide the short-term loans usually supplied by the private
money-lenders. Experience here and in other countries indicates that there
are great possibilities for agricultural cooperative credit organizations
to eventually replace the private money-lenders. This means that the
small farmers, who can not make use of the facilities of banks and other
financing institutions, because they have little or no assets to use as
security for loans and who are generally the victims of usurers, will be
provided the credit they need by their own cooperative organizations.
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However, farmers who have property to'offer as security for loans, parti-
cularly the large landowners, will continue to use the facilities .of -
government and/or private banks and financing agencies, These big farmers.
generally do not need the serfices of cooperative credit institutions, .

The need for long~term loans, experience has also shown, has been v vy
successfully provided by government and/or private banks and financing
institutions, because cooperative credit organizations have not been
able to accumulate the large amounts of capital needed for such type
of loans, It may therefore be concluded that, while agricultural co~
operative credit organizations have great possibilities of supplementing
- the credit provided te agriculture by government agencies, and event—
ually replacing private non~institutional sources of credit such as
private money lenders, landowners and merchants, it will be hardly
possible for agricultural cooperative credit institutions to replace
government credit agencies. Government credit agencies will always
be necessary taq provide the gapital for the expansion of the operations
of agricultural cooperative credit organizations and to meet the demand
of farmers for mortgige loans. C
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2.

QUESTIONS FOR, DISCUSSION

Section I:  December 18, 1963

What are the sourées ffom and :ﬁrﬁoécs for which Frcomns
receive losns for marketing operntioray V1.0,

Please discuss the adequacy of amounts recaived and
specify additional purposes for which lo2ns are required
by Facomas for marketing operations.

What are the possibilities of developing cooperative
credit unions for purposes of mobilizing savings and
giving loans for productive purposes to farmers?

Please outline various methods by which.FaCOmas could

be strengthened so that they could perform efficient
services.,

What type of an informational and educational programme
shouid be developed by Facomas and other related agencies.

to create enlightened members and to develop leadership?



. NATIONAL SEMINAR ON AGRICULTURAL COOPERATION
' Baguio City, Philippines

December 16~ 22, 1963
DISCUSSION REPORT
GROUP I
oA Kinds of lonas

1. Commodity loan - deals with commedities.”

| 2. Facility loans - not all arc Dr the puwwrpose of mm rketing.
3. Mercﬁandising loans.
B, Sources
1. ACA (ACCFA)
2. Rural Banks
3, Private Persons

C, PUrposes:

1, Commodity loan - amount given to depositcrs; usually 6C% of the
value given to the farmers to give them cpportunity for better prices.

2. Merchandising loan - type of loan given by ACA (ACCFA) to the
FAComas for purchases to individual members.

3. Facility loan - type of loan given by ACCFA tc Facoma to construct

facilities for storing, prccessing, and transporting such as trucks,
warchcuses and driers.

Z. Adequacys
1. Facility - adequate
2. Commodity loan )
) - inadequate & outside sources were sought

3. Merchandising loan )

E. Additional Purposes:
| Me’xj_c:_hahdising loans - stopped since 196}, they shculd Le resumszd fo
help the Facoma adequately.

- Only Facomas engaged in merchandising cperations have survived.
Unfortunately, this operation was later on held te bz illegal.



II. Possibilities

11T,

1.

24

1.

3.

A oY
Yembers of FaColas should become members of the credit
union in order to encourage savin~s and educnte them on

the same. Unless less you save, vou don't create something;

-Money borrowed by members may be used for production

purnoses;

You can't be a member of more than one credit union

because you can only belone to one community;

While there are possibilities of graft because of dishonest

officials, these may actually be reduced since the treasurer
holds at least very little money and are bonded. This bond

is increased from time to tine,

Re-screening of members and officials of the FaCoMa;

More systematic educational and informati onal campaign for

effective member support with the aid of other zovernmental

agencies identical with those involved in the land reform

program;

3. More government financial -support but with less government

intervention esmecially on management, except in the matter

of

audits which the government has to perform to protect

its funds; -

Stop zovernment importation of rice which could hinder the

growth of FaCoMas;



IV, .

5

7

11.
1.
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Discourage political intervention especially in loan appli- .

cations;

60

Members of the Board of Directors should set an example of

good loan paying habits;

Eptablish cooperative stores as trading centers for members;

A more realistic and practical tie-up between the CCE and the

trading activities of FaGolas;

Determining ways and means by which FaCoMa capital can be

increased; ;

Reguest that fertilizer distribution be given to the FaColas
who know the farmers better, through the CCE agency;
Intensive training of management offiCiéls..,

Prover information be nlaced on bulletin boards about daily

accomplishments;

~Publication of deserving FaCoMas through movies; -

Distributing patronage dividends no mattsr how small during

annual meetings;

Leaflets to be given to members.



Group Discussion, December 12, 1963
Undertaken by Delegates in National Seminar
on Agricultural Cooperation

GROUP_II

(1) What are thé sourcés from and purposes for which FaCollas receive
loans for marketing operations? P.T.0. Please discuss the adequacy
of amounts received and specify additional purposes for which loans
are required by FaCoMas for marketing operations..

Sourcesé 1. ACA
2, CCE.
3. PNB
4. DBP
5. Rural Banks
6. Private merchants
Adequacy:‘
1, Construc£ion of rice mill and availability of trans~
portation facilities for commodity deliveries;
2. In case FaCoMas have no. facilities, these should be
provided by the ACA;
3. Loan for sacks are necessary.

{2) *"malb are the péssibilities of developing cooperative credit unions
for purnoses of mobilizing savings and giving loans for productive
purposes to farmers? |

1. Existing eredit unions should be expanded so'és to include
FaCoMa farmer-members; in cage there are none, credit unions

should be organized and established;
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2. Information can be secured from CAO and the Central Co-
operative Educational Board, Isabel Building, Corner
Espafia-Isabel streets; |

| 3. Contact the Commercial Cooperative Officer.

(3) Outline V&rioué methods by which FaloMas could be strengthened so
that they could perform efficient sefvices. ‘

1. Realization of FaCoMa—owned capital for his own use;

2. Proper screening of members and officers of FaColMa;

3. Extensive educational information; |

4, Maintain good public relations with both government and
nbn~government agencies;

5, Putting up FaCoMa stores;

6. Good management is needed;

7; FaCoMa should engage in the certified seeds production
project;

8. Construction of soil laboratory within the FaColMa.

(L) What type of-an‘informational and educational programme should be
developed by Falollas and other related agencies to create enlightened
members and to develop leadership?

1. Intensify campaigns on barrio and sitio levelj

2. Reguest the CCE and BAE to buy motion pictures and also

' companies for advertisements;
'3, Translation of available credit cuides to the respective

d*alects of the barrios;



L. Radio inﬁerviews;

5. Provide the members' barrio centers with cooverative
reading nmteriéls;

6, Use of sign boards and posters in strategic>places;

7. If the'cooperative is in a position to have newsletters

printed and circulated.
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AGENDA

for

THURSDAY, December 19, 1963

Coffee Break

Plenary on Section I

Flenary on Section I (Cont'd.)

SECTION II

Oxganization of Cooperative Complex Functions

Introduced by:

2:00- 3:00 P .M, Discussion

3:00-

4:00-

4:15-

4:00

4:15

5:00

Mrx. Solomon G, Cabrexa ,

Head, Coopexatives Department
Agricultural Credit Administration
Manila

System ovaafket Intelliqencé and Information

Introduced by:

Coffee Break

Discussion

Me, J. M. Rana

Deputy Dixector v ;
International Cooperative Alliance
India



ORGANIZATION OF THE COOPERATIVE COMPLEX
FUNCTIONS TO BE PERFORMED AT DIFFERENT [_LEVELD

By

Mr, Solomon G. Cahrers
Head, Cooperatives Department
Agrieultural . Credi‘t. Administration (aca)

A.- General Cons:Ldergtzons

FaCoMss have originally been intended to operate on a municipal
basis because they were the agencies threugh which ACCFA would extend
loans to small farmers.. Inevitably, on account of this policy, a
"milti-purpose” organization emerged with credit as the main motivation
for membership,. Farmers, regardless of the crops they raised, were
allowed to organize only one FaColia in any given locality. Later, howe,
ever,-as interest shifted to cooperative marketing, which is supposed to
be the prineipal business of FaCodas, farmer groups found it desirable
to organize on a commedity basis,. .ACCFA policies had to be correspond-
ingly modified te allow the formation of single-commodity FaColias side
by side with the general purpose FaCoMas...

It is believed that a combination or mixed pattern of organizatien
rather than a rigid,. one~-pattern set-up is more in keeping with the
voluntary nature of cooperatives. It will also permit specialization
which should result in efficiency and enable farmers to adopt the type
of orgamzatn.on that is best suited to their circumstances and the
peculiarities of their crops. In this connection, it would perhaps
be worthwhile to point out that even in the United States, England
and the Scandinavian countries, where cooperatives are most advanced,
the single-purpose cooperative is generally the rule, and no definite
or schematic nattern of organization is visible..

It might also be helpful to observe that in countries were co-
operatives get a minimum of government intervention and support, they

have always attained a high level of prospverity and stability. On the
other hand, where cooveratives are promoted and supervised under patere

nalistic government policies, they are rather slow in development.
This is the case in the Philippines and in many oriental countries,

B: Two Main Types of Organizstion Needed

Consistent with the broad objectives of ACA which are to make
éredit available to small farmers under liberal terms and conditions
and to promote the cooperative marketing of agricultural produects, twe
types of cooperatives appear to be nece-ssary- one concentrating on
Rroduction credit and other farming services, and another specializing
in marketing. The two types of organization have to be linked together,
homver, in order to produce an integrated system and thereby maximize

benefits to farmers.,



By the nature of-its activities, a cooperative engaged primarily
in production credit and other services has to be small local organ-
ization because it has to deal directly with individual farmers, One
that will engage in purely marketing activities will have to be a big
organization in order to achievs the economies of large scale operation.
The first type, because it will have individual farmers as members, as
much as possible will have to limit its operations to one municipality.
The second type, the marketing type, may be organized on a province-
wide, regional or national scale depending on the volume needed for
economical operations and other practical considerations. It mey be
~ a federation of local units, 2 centralized organization of individual
producers, or a combination-type organization of local units and big
producers,

Local units handling production credit will have to affiliate
with an overhead marketing organization as individually they cannot
insure large enough volumes to warrant economical marketing operationsi
They ‘will, however, have to undertake some marketing functions as under
Public Act 3425, as amended, farmers have to form a marketing coopera-
tive although the same cooperative is not prevented from branching out
into cther activities in the service of 1ts members. Congentration
of small scattered productions is perhaps the ideal marketing function
for a local unit. The local unit should always be in a position to
render at least this service because marketing contracts which form
the basis of ACA loans to farmers call for the delivery of their
pledges (crops) to their FaCoMas. This calls for the operation of
at least a storage facility by each local unit whenever economically
feasible,

.C. Miltiple Commodity Vs. Sinzle Commodity Associations

Several advantages areé given for the handling of a variety of
commodities in one organization. Among these are: 1) it avoids the
need and expense of organizing several associations; 2) it increases
volume of business and consequently lowers per unit cost of operation;
and 3) it makes contimuous operation possible especially if the market-
ing seasons of the different crops handled are consecutive,

The above-mentioned advantages, however, do not seem to have

" influenced the formation of successful coopzratives both here and
abread., Our better cooperatives are single-commodity associations.
As a matter of fact, we have yet to organize a successful mul ti~
commodity cooperative. Experiments in combining fish and rice,
poultry and rice, etc., in one organization have failed. Many co—
operatives organized as multiple-crop FaCoMas have ended as single
~crop FaCoMas,
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. In foreign countries, notably Denmark and the United States, where
farmer cooperatives may be said to have ntiained the highest level of
devel opment, there is a marked preference for organizatien on a com-
modity basis rather than on a geographical basis. Cooperatives in
these countries handle only one function —~ either marketing, pur-
chasing, or service. It is not uncommon to find a farmer who is a
member of several coopcratlve associations. Experience must have
taught these people that in cooperative business there must be simi-
larity in members products and interests. For in joining a cooperative,
a farmar acsks sarvice’ for himself and his farming business and not an
- investment opportupitv.

. Bakken and Schaars in their book "The Economics of Cooperatlve
Marketlng", very conv1nclng1y discussed the advantages of organizing
cooperatives on a commodity basis as followst

. Common interests of the medhership are recognlzed.
Problems of productlon, marketing, legislation; pricing and
other economic considerations differ fof producers of unrslated
products. Honce, it is more difficult to obtain a unity of
interest if heterogeneous products are handled. G. Harold Powell
wrote in 1913, 'The members must be well acquainted with each
other, their aims must be similar, and they must group products
of similar quality and character if they are to succeed when as-
sociated with one another'. BEven though producers of unlike
compodities live in the same community and have certain problems

. in common, they may not be the best cooperators in a marketing

- association if there is a great variance in the technique of
handllng, in costs, in market outlets, in sales promotion poli-
cies, and in numerous other matters relating to the different
osmmodities. Divergence of interest in the marketing of the
separate commodities tends to split the membership into factions.
‘A house divided against itself cannot stand.'

"2. Handling unrelated commodities requires additional
facilities, additional specialized labor, and greater: capital
investments than does the marketing of commodities using the
same equipment and kind of labor. Whether or not an additional
commodity shall be handled deperds upon the extent to which the
labor, capital, land, and management. of one article may be used
to economical advjntage by the other. If the fullest use of these
factors of production can be made by handling several commodities,
then the unit cost of operation for each is lowered, Lf they do
not supplement each other, then from the standpoint of internal
operations of the company it would be unwise to combine them
under one association.

"3. There are 1limits to the capacity and efficiency of the
management. The intricate marketing problems that arise for
each commodity in a large-~scale association reguire well-trained
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specialists, However, if the merketing vverations and vroblems
are not greatly dissimilar for a variety of rroducts, then hand-
ling several commodities may enable a manager and his devartment
heads to utilize their abilities to a fuller capacity and effi-
ciency than if only one commodity were marketed. The issue
centers about the economics of specialization and diversification,

"4, The problem of equitably allocating the cost of handling
geveral dissimilar commodities is not encountered in the single
commodity association, If, for example, honey and apples were
marketed by one association, the sheer difficulty of apportioning
the costs of operations between the two commodities would be
sufficient, no doubt, to create dissension between the members
marketing the different products. The fact that a number of
mul tiple commodity associations handling dissimilar commodities
had to be re-orianized on a sincle-commodity basis due to internal
dissensions indicates the serinusness of the complications when
they do arise,"

In view of the fact that, on the whole, organization on a specialized
conmodity basis anpears to be preferable to orzanization on a geographical
or multiple commodity basis, local units and large-scale marketing coope-
ratives should be organized cn a single commodity basis, For purposes of
acquiring and operating cpecial facilities, however, like a cold storage,
a processing or a cannine plant, even unrelated commodities may be handled
in one association provided the different ~ommodities require the same
equipment and technical skills.

D. Qrgapization and Operation of Local FaCoMas

Loc=l FaCcMas should be formed primarily to enable small farmers to
seccure ACCFA financing for procuction purposes and procure farm supvlies,
enuipment and services at cost. Their farm credit activities must, howe
ever, continue to be tied up with marketing, for which purpose 2 1oeal
FaCoMa must affiliate with an overhead specialized marketing organization,
especially if it (the FaCoMa) does not have adequate volume. The minimum
marketing service that a FaCoMa has to render to its members is receipt
and storage of their products., If its volume warrants, it may take fur-
ther steps in the marketing channel such as processing, but in all ins-
tances a local FaloMa has to join an overhead specialized marketing or-
ganization for the distributive functions.

In view of the difficulty of recruiting competent managers for small
local FaCoMas, the operation of cooperatives at this level should be as
simple as posszible. The more complicated operations should be performed
by an overhead organization, which by virtue of the volume it would handle
could afford to hire exvert management, Unless otherwise warranted by
economic factors, operation at local levels should be limited to the
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following activities! a) Loaning to members; b) Warehousing; c) Retail
store operation (farm ‘sup’plies). A FaloMa whose operations are limited
to the abave activities can efficientl: ‘run with 3: employees: .a Manager-
Warehougemar,, a Secretary-Treasurer and a Clerk-Bookkeeper. '

Regardless of the initial membership,- capitalization and pledges a
FaloMa should verform only +*he above basic. operations during its formative
years. Only after demonstrating proficiency in the above activities and
gaining members' ecupport and confidence should'a FaCoMa undertake other
services,

E. Orranizasi. tior Large~Scale Sn.
. 3 :

n_and Operat
larketing Associations

-

In the meantime that separate specialized marketing organizations
have not been established on a commodity basis, the Central Cooperative
. Exchange should continue to be the central overhead organization of loeal
FaCoMag, As soon as feasible, however, the organization of large—scale
marketing associations for each major crop should be encouraged. These
‘large~scale assoziations ray be organized on a provincial, regional or
national scale, or as a c2ntralized, federated or combination type or-
ganization, depending on the peculiarities of the crop or crops to be
handled by each and the preferences of farmers desiring to organize.

It would be impractical to lay down minimum reocuirements for large—
scale marketing associations, but definitely groups desiring to form such
associations should be atle to present for ACA's evaluation a plan of
business operation whict should show-that:

‘a. MAdequate volume can be secured and maintained;

b. Sufficiens financing can be ‘furnished by members; and

v c., Efficient management is available and the association
can pay its price.

With the above conditions satisfied, approval of,a proposed associa-
tion would be in order. The only other precaution to take would be to
see S0 it that there is no overlapping of territorial coverage of asso-

ciations handling the same products,

Small local FaCoMas may form a federation which shall perform for
the member FaCeMas the marketing functions which are not economically
feasible at local levels, or they may, together with big producers who
have no need for ACCFA produstion credit, form a combination type or-
ganization, Big producers may, by themselves, organize a centralized
type organization. '



A special':ize‘d marketing association may perform all the marketing
functions, or ;’cf may ohog"se, only such services as may be demanded by
members and efficiently handled by it., If it chooses not to undertake

- full marketing functions, it may join and integrate its marketing ope-

‘rations with a similar or overhead organ*zation for greater economic
advantage. It may ramify into such other busines~ ag procurement of
farm supplies and equipment provided its members need and will suwport
the undertaking. '

An overhead marketing association may extend management services
" to its member local FaCoMas,., Such services may be in the form of ac-
counting; auditing or management guidance and assistance, It may even
own stocks in “Le member FaCoMas or extend loans to these lecal units
for the purpose of expanding or improving marketing operations at the
local le :1s.  Under no circumstances, however, should an overhead
origa;;izaticn perform a function in compe®ition with its affiliated
units.

. Fo Bevitalizati Existing FaCo

The revitalization and development of existing cooperatives should
be programmed based on the results of a FaCoMa classification project
‘which will detérmine which of the existing associations possess the at-—
tributes of successful operations. - Gradual expansion of this program
should be effected within the financial resources of the ACA and its
eapacity to develop reliable and competent supervisory persomnel and
cooperative officials and employees.,

- FaCoMas that will be found beyond rehabilitation should be liqui-
dateds Their assets should be foreclosed as fast as possible and disposed
in such manner as will best afford protection to ACA interests and the
cooperative movement., Liguidation of hopelessly weak or inactive FaCoMas
would be necessary because their continued existence would mean not only
further financial losses to its members and the government, but what is
worse, it would tend to undermine public faith and confidence in.co-
overatives,

The revitalization program should be started in the major rice-
producing provinces and progress outwards from there until all rice
associations worth saving have been attended to and extended needed
technical and financial -assistance, At the same time, all other tyves
of cooperatives actively operating without ACA financial assistance
should be supervised as required by law. New associations should be
organized only in highly meritorious cases.

A FaCoMa selected for revitalization and eventusl financing should
have a board and management that is acceptable to ACi, It should amend
jts by-laws to conform with the revized ACA model. The activities that
it will -engage in should have prior approval of ACA.
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Membership should be- resereened and those found not eligible should
be expelled. Qualified memborzs should be required +o.pny balances of
‘thelr stock subscriptions and/or subscribe to additional shares, in order
to provide the association with fresh operating funds. Ne member who

v gefu;.efs; to pay stock subseriptions should be extended new loans esmd ether
“benefits.

New marketing agreements should be signed by the association with
each member only after realistically re~examining each member's pro-
ductive capacity and marketable surplus. Marketing pledges signed-up

" before ACA extends financing to the association should be verified by
AChL personnel and equal at least the full capacity of the FaCoMa's
warehouse, - :

Management officials and -employees should undergo training for
their resvective positions, if new, before they actually discharge
 their functions, & retraining program should be. conducted for old
. officials and employees.

‘The operation of revitalized local FaCoMas should be restricted
1o the basic operations recommended for new FaCoMas unless volume and
“facilities already available justify other activities. The idea is
" to simplify operations at local levels as much as possible so that the
managerial skills needed at these levels need not be so difficult to
“find and develop, - Considering the dearth of qualified management ma-
terial and the inability of local units to pay the price of good managers
esnecially at the beginning, the simplification of operations at local
levels becomes necessary, s they develop stability, however, through
competent management and members' loyalty and support, FaCoMas may embark
on other services consistent with members' neseds and capacity to finance
_and use, In the field of marketing, while:it is not possible to pres-
cribe uniform operations at local levels on account of differences in
business volumes, managerial and financial capabilities, and facilities
already acguired or installed, as a general policy, local FaCoMas should
affiliate with-an overhead marketing association for greater efficiency,
particularly in the distributive functions.

G.- B nd. Function of the CCE

The CCE as it has already been mentioned shall continue te be the
central marketing and procurement agency for all FaColMas. As and when
it becomes necessary, however, separate large-scale organizations should
be ecreated to handle the major crops on a specialized basis. Each large-
scale single commodity cooperative may be affiliated with: the CCE.. In

- time the CCE may be developed as the Terminal Market where both coope-

. rative and non—cooperative organizations dealing in agricultural com-
modities may meet and do business, with CCE providing the facilities for
wholesale transactions, The CCE .could also be developed as the coope-
rative wholesale society for farm supplies and equipment.
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L H, Sunervgion 'of,-Co_omrgtives

Government supervision of cooperatives is necessary not only

because government funds and public interest are involved in their
operations, but also because their members and officers have yet to

be trained and guided in the prover msnagement of their affairs. Very
few people are fully qualified to manage cooperatives, and when avail-
able, the price is usually beyond the capacity of FaCoMas to pay. The
goverrment, therefore, has to extend not:only finaneial but also tech-
nical assistance and suvervision in . order to insure successful operations.

The '‘objective of supervision should be to provide just enough
guidance and external control so that the FaCoMas may operate without
in any way being curtailed in their basic right to decide and act-in
thelr bhest interest, Too much interference with the management of
cooneratives might lead, as it hns already led many FaColMasy te:total
dependence ¢n govenmﬂnt diréection and assistance. Supervision to be
-most eifective and of permanent value to.the movement stiould give mem-
bers and ¢fficials of cooperatives all the opportunity to discover ‘
-their own needs 2nd shortcomings and formulate solutions by themselves.
Government supérvisicn should be restricted to necessary restraints
and guidance only, Régnlations should be designed to prevent dishonesty,
miemanagement or -expansion beyond the limitations of law, the coorera-

" tive principles, and the ‘ability of members to support and use.
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STANDARDIZATION AND GRADING

vy

) Dr, Nathaniel B. Tablante
Agricultural Oredit and Cooperatives Institute
University of the Philippines

Introduction

Variation is an almost universal feature of agricultural production.
Products coming from the same farm or even from the same plant or tree are
a conglomeration of different sizes, shapes, degree of maturity, color,
texture, content of moisture or foreign matter, taste, physical damage
or marked defects and other quality factors. On the other hand consumers
and industrial users of raw materials demand products that are more or
less uniform in characteristics such as size, shape and condition, This

maladjustment between the characteristics with which nature endows farm
products and those desired by cénsumers who buy them or use them gives
rise to the twin functions of standardization and grading.

Standardization refers to the process of setting up and describing
basic limits in the form of specification to which products must conform

and classes into which they may be sorted.

Grading is the sorting of products into different lots, each of
which has substantially homogeneous quality characteristics or grade
specifications, Some of the quality factors commonly used as a basis
for grading agricultural products include size, shape, varievy, weight,
color, taste, odor, length, diameter, tensile strength, content of
various elements such as moisture and foreign matter, degree of ripeness
or maturity, physical damage or marked defects, age and tenderness.
Quality characteristics for different products cover different selections
and combination of these various factors, depending upon the kind of the
commodity and its particular uses. The various grade factors may be
measured by using sensory, physical, chemical and/or microbiological tech—
niques. As a rule, the more objective the grading method used, the more
generally accepted are the standards,

Beneficial Economic Results of Grading and Standardization

1, Facilitates trading and decreases cost of marketing by making pos—
sible the buying and selling of goods by sample or by description rather
than by personal inspection,

2. Eliminates much waste in the marketing system by dlscouraging the
shipment of goods of inferior quality which may not be sold at a price that
would be sufficient to cover the costs of handling and transporting them.
lower quality products can be utilized more qu;Lckly or sold nearer the

point of production,



3+ Enables buyers to obtain the particular qualities of a commodity
they need. (Buyers do not huve uniform tastes or purchasing power and
use products for different purposes).

4o Permits sellers to tuke maximum advantage of market preferences
for different qualities, thereby making it possible to have a more ef=-
fective distribution and to increase returns by tapping more segments of
potential markets,

5+ Minimizes spoilage, permits appropriate use of products which
otherwise could not be sold through regular channels, and encourages
storage to meet seasonal requirements, since products of poor quality
are separated from those of high quality and good keeping condition.

6. Encouruges the production and marketing of better quality pro-
ducts, thus tending to increase retums.

7. Results in greater uniformity and less misrepresentation of a
given product, thus protecting the buyers.

8, Facilitates the financing of the marketing of farm products.
Loans would be easier to obtain if the products is graded, since it is
possible to secure a more accurate estimate of the value of the collateral

offered,

9. Facilitates the settlement of claims for damage since the value
of the products can be more nearly determined, and prevents frauds.

10, Provides a common language for buyers, sellers, and market re-
porters, thus facilitating the exchange of mirket information and re-
sulting in more meaningful price quatations,

11. Makes possible the pooling of products by cooperutive marketing
associations,

12, Acts as an educational medium to obtain a better understar}ding
of the factors constituting quality of products and those responsible for
variations in quality.

Criteria for Determining Adequacy of Sta.rriards-]-'/

1. Standards should be built on characteristics which.the users con-
sider important as indicated by their willingness to pay different prices,
and these characteristics should be easily recognizabls.

These criteria were suggested in the book, Markei?ing of Agricul-
tural Products, by Richard L. Kohls, (New York: The Macmillan Company,

1955, pp. 43-144).
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’ 2, They should be built on those factors which can be accurately and

uniformly measured and interpreted. If the mijor part of the standard
consists of subjective measurements, uniform application by different
grades or at different points will be very difficult.

3. They should use those factors and terminology which will make
the grade meaningful to as many users of the product as possible. The
ideal situation would be that in which the grade terminology is used
gt all levels of the marketing channel from the consumer to the pro-
ucer, -

4. They should be such that each grade classification includes
enough of the average production so as to be a meaningful category on
the markets It is of little purpose to have a standard for the top
quality set up in such as fashion that very little of the actual pro-
duction can meet the standards, The real facts of production cannot be
ignored.

Probably the best practical test of the adequacy of standards,
according to Professor Kohls, is their acceptance and use by the var-
ious marketing agencies, If the grading standard is widely used, it is
probable tiat the standards are fairly adequate and economically meaning-
ful. Otherwise, it may usually be assumed that some of the criteria are
not adequately met,

Problems of Agricultural Standardization

1. ‘fhe very nature of standards suggests that they cannot be expected
to meet 411 requirements of producers, consumers and dealers,

2, Some standards are stated in too general terms that they do not
provide an adequate basis for measuring variations in quality. Agricul-
tural products cannot hope for the precise standardization that is pos-
sible with many industrial commodities,

3, There are at present no known methods or techniques by which
some of the important quality factors, such as flavor and odor, are
measured quantitatively or objectively.

Le The margin between the upper and lower limits of some grades is
too wide and the grades thus do not reflect qualities peculiar to the
products of various regions, The purpose of national grades is to serve
the entire industry and this makes it impracticahle to narrow the grade
limits to the point where they cover all possible gradations in quality,

' 5, In many commodities there seems to be little or no relationship
between grade specifications and the quality factors which actually re~
sult in market-price differentials for quality. Grade specifications
in some cases are purely descriptive of the physical characteristics of
the commodity, without any reference to the market!s evaluation of those

characteristics.
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6. The quality of production of farm products changes from year to
year, This makes it extremely difficult to maintain consistent standards,
especially when the grade factors depend upon subjective measurement.,

7. Many agricultural products are perishable, and, therefore, the
quality of a commodity at one point in the marketing channel may not
necessarily be the same as when it reaches the final consumers. The
problem of quality deterioration during marketing suggests that grading
should be done as often as needed throughout the marketing process t
assure accurate grade when it reaches the ultimate user, '

The two major problems in improving grade standards for agricultural
products revolve around the questions of developing improved methods for
measuring quality factors as objectively as possible, and developing
objective weights bused on murket-price differentials.

Role of Governmment in Standardization

The principal role of government in standardization is to see to it
that the quality specifications of grades should be uniform among buyers
and sellers and from place to place and time to time.

It is possible that products might be graded according to quality
specifications set up by different sellers, buyers, markets or organ—
izations, acting individually. Grade specifications of no two of them
would be alike, The top grade of one skipper, or as used in one market,
may overlap the second grade of another skipper or market. Similarly,
some sellers might change their grade specifications from time to time,
as the constituent qualities of the products to be graded changed, or
as changes occurred in the market demand for and prices of the differemt

grades,

To avoid such vuriable grade specifications, it is necessary to have
grade standards which are recognized and followed by the trudg in all
markets at all times, though not necessarily permanent but which would
permit changes from time to time depending upon trends in consumer p?eferences
or requirememts, as well as changing technological and econqnlc.condltlons.
The Government should set up official standard grade specifications to
meet this need, Official standards may be classified into three broad
categories, namely: mandatory (those whose use is compulsory under certaln
conditionss; permissive (those which are officially recommended but whose
use is not compulsory); and tentutive (those which are offered for use but
aresbill subject to further study before becoming permissive or mandatory).

Without an adequate system of grades and standardg in any compZ.Lex
marketing machinery, the possibilities of waste confusion and downright
deceit are great,and the rule caveat emptor ("let the buyer beware") .
would prevail, along with the attendant confusion and unfairness. But it
should be pointed out that in some instances the costs of renderl{ag the
service of standardization and grading may far outweigh the tfenef:n..'bs that
may be derived, so thut in all cases, the cost-returns relationships should

always be borme in mind,.

3 ¥ *
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ALLOCATION OF COSTS AND BENEFITS
TO VARIOUS UNITS OF THE MARKETING COMPLEX
by

Dr. Nathaniel B. Tablante
Agricultural Credit and Cooperatives Institute
University of the Philippines

Basic Concept of Marketing Costs

Total marketing costs, or marketing margin, represent the
difference between the price paid by the consumers and the price
received by the producer for a given product. This margin, or
marketing spread as it is sometimes referred to, includes all the
cost items involved in moving the commodity from the point of pro-
duction to the ultimate consumer, of any processing that may be
undertaken, and of handling at all levels in the marketing system.
In this contexty, marketing costs may be regarded as the translation
in value terms of the performance of the various marketing functions
and services in moving the product from the producer to the consumer,
including the costs of operating the various agenciesg engaged in
marketing activities.

Several different bases for grouping and allocating direct and
indirect expenses of distribution are being used in the analysis and
presentation of marketing costs. The most common method is the functional
approach, in which the breakdown of costs is made in terms of various
marketing functions or component elements, such as retailing, whole-
saling, processing, transporting, storing, etc. A second grouping is
by institutions. Under this institutional allocation, the costs may
be measured and analyzed in terms of marketing agencies and institutions,
either for all of a particular agency, for different types of a middle-
man, or for each institution or establishment in given geographical
areas. The breakdown of the marketing costs may also be by purposes
for which such expenses were incurred or by "cost items", such as
salaries and wages, materials and supplies, rent, equipment, etc.

Other methods of cost analysis are by departments of a given marketing
institution, by particular commodities or groups of products, by geo-
graphical territories, by chronological groupings, and by size of
market or business vclume, as well as combinations of these methods.

Relationship between Farmer's Share and Marketing Margin

The farmer's share of the consumer's peso is the residual
amount received by the farmer for his product after the various
costs of marketing have been deducted from what the consumer pays.
The farmer's share of the peso spent for agricultural products is
a function of the absolute retail value of the product and the absolute
aggregate margin or marketing charges. With any given absolute margin
there is a direct relationship between the farmer's share and the



retail value. With any given retail value, there is an inverse rela-
tionship between the farmer's share and the marketing charges.

Marketing charges are determined by the supply of and demand
for marketing services rather than by the supply of and demand for
commodities, and they usually do not change with changes in consumer
demand for products, unless such shifts in consumer demand are accom-
panied by changes in wage rates and other costs affecting the supply
of marketing services, Changes in the farmers share of the consumer's
peso, therefore, generally reflect changes in the retail value of his
products, which varies with changes in consumer income and consumer
demand. Being relatively stable, marketing charges generally do not
initiate changes in the farmer's share of the consumer's peeo.

There is a wide variation among different commodities in the
size of the farmer's share and the marketing margin or middlemen's
share. The reason for these variations is that the merketing job
for some products is more complex than for others. Differences in
the size of what the farmer gets from what the ultimate consumer
pays reflect largely the effect of the product characteristics on the
complexity of the marketing functions which must be performed. These
characteristics include processing required, perishability, bulkiness
in relation to value, and extreme seasonality of production. Other
factors not attributable to the product itself may also increase
the farmer's share; these include high degrece of verticzl and horizontal
integration in marketing, a highly orgenized system of accurate
market information, and demand by consumers of a large amount of
special services in some commodity arease.

Components of the Marketing Spread

By function, the breakdown of the marketing costs for different
farm food products in the United States is as follows:

Transportation - = - - - = 6.5% of the consumer's dollar

Local asgembly = = = = = = 2,9 noon " "

Wholesale concentration- - 0.8 T m 1

Processing - = = = « = = 21,3 oo " 1

Wholesaling - = = = - - - 6.8 v n n "

Retailing = - =« - - = 23,9 noon 1" "
Total - - - 62.2%

Parmer's share - 37.8%
Consumer's dollar  100.0%

By principal cost items, the breakdown is as follows:

Transportation - - - = - 6.5%
Salaries & Wages - - - - 25.9
Packages & containers = 4.1
Other expenses - = = = = 20.3
Profit = = = = = = = = 5+4
Total = - - 62.2% of the consumer's dollar



Even with a perfectly functioning and highly efficient marketing
machinery, the total costs would still be great. The physical arrange-
ment of the production and consumption patterns accounts for much of
the higher costs of marketing. We find the regions of farm production
and the major consumption centers concentrated within a relatively
small area, With the two areas located at some distance from each
other, losses from deterioration in quality and spoilage tend to be
great,

The principle of consumer supremacy also contributes to high
marketing costs. Consumers! wants will be satisfied as long as they
will pay for them, Consumers demand a large amount of services. And
to match production to such a situation will always entail large costs.

Many of the costs of performing a particular marketing function
are related to the physical volume handled rather than to the money
value of that volume. As a result, marketing mergins become inflexible
and the charges taken by each level of the marketing system are rela-
tively stable., Thus, marketing costs generally do not change pro-
portionately with the change in the peso value of the products handled.

Increasing Marketing Efficiency and Reducing Marketing Costs

Substantial reductions in marketing costs and increased efficilency
of the marketing system redound to the ultimate benefit of both pro-
ducers and consumers, as well as the marketing agencies.

Reduction in costs is assumed to be passed on to buyers and so on
through the marketing system until the ultimate consumer reaps the
benefit of the cost reduction in terms of a lower retail price of the
product. If there is no change in coneumer demgnd, the lower retail
price will result in an attempt on the part of the consumer to take
more of the product off the market. The effort of consumers to buy
more would result in dealers all along the line attempting to increase
their purchases, bringing an increase in demand at all levels of mar-
keting clear back to the farmers. With no corresponding increase in
the quantity of the product moving through the marketing channel, an
increase in price from producers to consumers would result, thereby
balancing supply and demand at all levels. So long as the supply of
the product remained fixed, the tendency would be for producers rather
than consumers to benefit from the reduction in marketing costs.

Eventually, of course, producers may increase production in
response to the increase in price, the amount of output depending
upon the elasticity of supply of the particular product under con-
sideration. These increased quantities, passed on through the mar-
keting system to eonsumers, eventually would result in lower retail
prices, with consumers obtaining & larger gquantity of food for about
the same total expenditure and farmers receiving a larger gross return
for a somewhat larger production.
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In outline form, the possible ways of achieving increased ef-
ficiency and reduced costs are given belows

1. Reducing profits in marketing

8+ Reducing risks in marketing
(1; Market news and outlook services
2) Official grading and standardization
3; Inspection and regulatory activities
4) Financing of cooperative marketing associations
and price-support activities
ng Improving the pricing mechanism
6) Vertical integration of marketing agencies

b, Modifying conditions of imperfect competition
2, Increasing efficiency of individual marketing agencies

a. Discovering and adopting technological improvements in
physical handling of commodities in all phases of market-
ing, including but by no means limited to agricultural
processing

be Organizing the individual marketing business units on the
most efficient basis from the standpoint of location, size,
plant, equipment, layout, financing and lines of administra-
tion

Ce. Discovering and sdopting more efficient management techniques
and day-to-day operating practices.

d. Increasing labor efficiency
3. Reorganizing the marketing system -
a. Changing the form in which the product is marketed

be. Setting up radically new types of marketing agencies to
handle commodities in their present form

ce Vertical or horizontal combination of existing functions
oY agencies

The marketing complex, unlike the field of technology, does not
lend itself so readily to measurement of efficiency solely in terms of
cost factors or measures of effectiveness in ratios of input to output.
However, the important thing to remember is that our effort to increase
efficiency by whatever means is not so much a matter of increasing the
size of the farmers share in the consumer's food peso but rather the
total returns received by agricultural producers from the sale of their
produce. Nor is it a2 matter of low peso costs alone but rather of get-
ting the marketing job done with the best combination of resources, with
the end in view of maximizing consumer satisfactions. Higher marketing
costs and a more prosperous rural life are not necessarily incompatible,

~000~
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Conference Report on Group Discussions Under Section I

I. . Subjeets Covered Under Section I

Section I of the GENERAL PROGRAMME covers the following subject
matters introduced by and/or discussed by the persons whose names
are indicated opposite the topics listed down, as follows:

Structural Organization of Local Cooperatives and Overhead

Units for Production Credit Purposes with Tie-Up to Cooperative

Slarketing - -Mus Eugenio V, Mendoza, with Mr. Ycshio Nakahara
as resourcc person. ‘

Agrarian Structure and Credit Cooperatives (Impact of Land Reform
On Credit Cooperatives - - - Mr, Amado A. Lansceng, with Iir.
‘ K. Madhava Das as rescurce person

System of Supervised Farm Credit to be Employed - Roles of
Governme nt Agencies and Cooperatives -~ - - Mr. Solomon
‘ G. Cabrera

Credit for Cooperative Marketing - = - Mr. V. M. Joglekar

Possibilities of Cooperative Credit Organizations Supplementing
4nd Eventually Replacing Gover nment Agencies - - = Dr, Pablo
N. Mabbun, with Mr. J. M. Rana a8 resource

person

I1. Quegtions For Discusgion

On December 17, 1963, the following questions were submitted
for diecussion to the groups:

1. Please outline various methods for building up cwned capital
in FaCoMas.

2. Please outline the main featur:s of supe rviscd credit
suggest ways and means of improving the cystem -csc
by Mr. Cabrera,
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3. Please outline the advantagces and difficultics involved in for-
mulation of farm plans and farm budgets by formers with
the help of farm technicians.

4. In your opinion, what constitutes a revitalized FaCoMa,
so that it ma y qualify for participation in 2 supervised
credit programme?

On December 18, 1963, the following questions were submitted
for discussion to the groups: ‘

1. What are the sources of and purposes for which FaCoMas receive
loans for me rketing operations? P.T.O. Please discuss the
adequacy of amounts received and specify additional purposes
for which loans are required by FaCoMas for marketing opera-
tions?

2. What are the possibilities of devel oping cooperative credit
unions for purposes of mobilizing savings and giving loans for
productive purposes to farmers?

3. Outline various methods by which FaCoMas could be strengthencd
so that they could perform cificicnt services.

4. What type of an informational and educational programme wheuld

be developed by FaCoMas and other related agencics to croate
enlightened ne mbers and to develop le adership?

III. Discussion Group Divisions

The following pe rsons composed the two group divisions:

rou ' rou
Mr. Ricardo S. Castro Mr. Justino Galano
Mr. Remedio Mangaser Mr. Lucio A. Guzman, Jr.
Mr. Igmidio Villarama Mr. Pedro Mendoza
Mr. Bartolome C. Chico Mzr. Jesus F. Villanueva
Mr. Rodrigo Felix Miss Julita Esguerra
“Mrs. Lecnie Chavez Mr. Edilberto Avendaiio
Mr. Magno C.. Reyes Mr. Emilio V. Chavez
Mr.. Paulino C. Segui Mr. Blas A. Ladrera
Mr. Tonmm s R. Severo Mr.. Jose L. Casiple
Mr. Romeo M. Panique Mr. Avelino A. Palomero

Mr. Alfredo Respicio
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Greup £nswers to Duestions of December 17, 1963

Q. No, 1

Group I answered question nc.” 1, December 17, 1963, as
follows:
1. Solicitation of increased subslcriptions to stocks and in the paid-

3.

2.

up apital of the rambers of the FaCoMa.

Request for the return of accurnulated 5% insurancc fee with-
held by the ACCFA from the FaCoMas.

To collect an amount corresponding tc 0. 1o per cavan from
members who deposit palay with the FaCoMa and vwh ich amount
is to be credited individually to members as their additionak
paid-up capital.

Retaining amounts which are intended for distribution as
patronage diwidends so they could augment FaCoMa capital.

Securing cf outside financing by mortgaging FaCoMa-owned
facilities.

Realizing additional capital from service fees thru extensive
collection campaigns.,

. Withholding for capitalization purpcses one cavan or amount

corresponding to it from every 50 cavan deposit or in such
proportion.

~ Expansion of voliimes of business in prefitable undertaking s,

Increasing the retained 45% of savinge intended for additional

working capital of the FaCoMa to a higher percentog.

i b2}

Group II on the other hand answered the some guostion as follows:

Linking of amount of loans given to a member tc his shareholding
in the FaCoMa..

Collection of unpaid balance of subscribed capital stock from
members.
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4.

5-

Retaining an amount out of their patronage refunds and stock
from members to increase their sharcholdings.

Requesting payment of 5% insurance withheld by the ACCFA, now
the ACA, to the FaCoMa.

- Collection of 1. 00 per bag of fertilizer and ?0. 10 per cavan of
palay or corn among members,

Conducting educational campaigns to develop a strong coocperative
organization among small farmers especially the non~members
and acquainting them with the basic principles to understand
the value of cooperatives and inorder for them to increase their
subscriptions to capital stock and paid-up @pital.

Q. No, 2

To the second question of December 17, 1963, Group I answered

the same asg follows:

1.

By ipcreasing in proportion the amount of credit assistance in
kind rather than in cash so as to avoid misuse or diversion of

funds,

Continuance of extension of commodity loans, farm improvement
loans and facility loans even after the land reform program is

implemented.:

To exert more efforts to direct supervised credit to 2 more
specific goal in increasing production.

To assure ways and ra ans by which palay pledged by farmers
who receive financing are actually deposited on designated
warehouses to avcid past failures and seeing to it that personnel
utilize d in the program have virtues, hconesty, integrity, com-
petence and dedication.

‘B; *#lzing deserving organized cooperatives in the implemen-
tation of the program is there arc such, so as to avoid waste of
much tine and money, hiring of many additional employees, and
the impracticability of the ACA dealigg direct with thouws ands of
farmers individually if it could be done collectively.
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6. There would be more sense of responsibility in farmers who will
receive assistance thru cooperatives rather than direct from the
ACA due to the fact that money received difect from the govern-
ment will like ly be considered as a hand-out.

7. Securing of co-makers of farmers obtaining loans.

- Group II on the other hand answered the same question in the follow~
ing manner:

. 1. In an area where there is a2 FaCoMa which is working well,
preference should be given to that FaCoMa in providing agri-
cultural credit.

- 2. In an area vhere there are weak or non-revitalized FaCoMas,
there should be a definite program for revitalizing them within
a specific period inorder that they tan receive loans as early
as possible,

. 3. Each revitalized FaCoMa should have a loan supervisor. The
salary of the supervisor should be subsidized by the government
for three years on a graduated scale, thatis, 100% of the salary,
or full, for the first year, 2/3 for the second year, 1/3 for the
third year and thereafter, beg9nning the fourth year, the full
cost of the salary to ®® borne or financed by the FaCoMa.

‘1-20 NOD 3

To the third question of December 17, 1963, Group I gave the;
following answers:

1. Advantages aret

a. Proposed farm technicians are qualified nen wi'th
scientific knowledge and better tained to supervise

actual farm work.
b. .Greater farm productivity can be achieved,

c. It is but natural that presence of planning and budgeting
would produce better results than nonc.

d. Farm technicia s are supposcd tc stay in the barrios
and could guide farmers effectively.
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e. Diversification of crops may be practised intensively to
give more returns to farmers.
2. Difficulties pointed out were:

a. Difficulties may be involved due to different existing
conditions in different localities.

b. Farmers are generally reluctant to follow modern prac-
tices and attend ne etings.

c. Difficulties may arise in cases when farm technicien s and
farmers may not see eye to eyc with czch other.

d. There may be possibility of corruptions later if one man
formulates plans, budget, and recommends loans for

approval .

e. There may be long delays in all mechanics involved so that
farmers may not receive attendance on time.

Group II on the other hand answered the same question as
follows:

1. Advantages

a. The farmers can practically find out the cost of his farm
budget.

b. Farmers can be apprised of the cost of his modern farming.
c. It will place the farmer's an d his family's resources within
the government's technical and material assistance program.
By self-help, he can raise his standard of living as a result
of increased production and better incora .
2. Difficulties pointed out were:
a. Filipino farme rs in general are indifferent to change.

b. He seems toc lack self-confidence,

c. His understanding is limited.
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d. Extra family obligations disturb him.

e. Slightest failure in his guided farming & stemn is likely to
shake his faith in the system.

Q. No. 4

Group I answered question no. 1 of December 17, 1963, in the

following manner:

1.

2.

3.

5.

/. FeCoMa with dedicated and efficient management.

A FzCoMa with adequate facilities such as warchouses and rice
mills.

FaCoMas which have been active in continous operation for
several consecutive years and which can be clearly identified
from defunct FaCoMas

FaCoMas whose management official s were or are not
connected with any irregularities and anomalis.

FaCoMas with sound business operations for a nunber of years
sufficient enough to determine competence in management, aside

from a satisfactory record of loan repaymert s,

Group II on the other hand answered the same question in the

following manner:

3.

4.

5.

The books are all in order and ready for credit.

TBhe officers of the FaCoMa should 2ll be efficient in their jobs
throughout the FaCoMa operation.

The FaCoMa should be able to present a good financial position.

Officers should 2ll be active in patronizing the operations of the
FaCoMa for several years.

At least 90% compliance with the marketing agreement should be
made.

In case of different loans, the FaCoMa should pay the ACA at
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certain percentages #sid the fa¥mers to the FaCoMa such ast

commodity loans TP SR 100%
production loans not less than  75%

7. Pa.yme-nt of facility loans should immediately begin and continue
until this type of loan is fully paid.

8. Start capital formation as soon as they can.
V. Group Answeds to Questions of December 18, 1963.
No.

Group II answered guestion no. 1 of December 18, 1963, in the
following manner: As to sources -

1. ACA
2. CCE
3. PNB
4. DBP

5. Rural banks
6. Private merd ants

As to adequacy

1. Construction of rice mills and availability of transportation
facilities for commodity deliveries.

A

2. In case Fa oMas have no facilities, there should be pfovided
by the ACAY

3. Loans for sacks are necessary.

vg, No. 2

The ame group answered the second quds tion of December 18,
1963, as follows:

P

1. Existing credit unions should be expanded tc os to include
FaCoMa farmer-members; in case there are none, credib
unions should be organized and established.

2. Information can be secured from CAO md the Central Coopera~-
tive Edugational Board, Isabel Building, Espaiia, Manila.
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