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USAMDK? THE PAST. 
jglLD IM G  FCm THE FUTUI^

FelJLow-Gooperators and Fri ends:

Last week, in this veiy hall, a conference of experts on the 
various phases of agricultural cooperative ccedit ii<as held. That 
conference brought together distinguisdied cooperative leaders, a ll 
men of high purposes and rich experience, from seven of our neighbor- 
countries in Southeast Asia, includiiig top offic ia ls of the Asian 
regional Office of the International Cooperative Alliance, v^ich, 
with our own Central Cooperative Bicehan^e, spoft^di‘ed and organized 
the donference. For seven earnest and enli^tening days, several 
o f our own cooperative workers sat and shared ideas, thoughts, and 
experience with experts on the sub.iedt from Ceylon, India, Japan, 
Bast Pakistan, New Caledonia* arxi Thailand. Top o ffic ia ls  of ICA 
in  Southeast Asia and the EX3AFE a!}.so lent their expertisse as well 
as inspijring presence to the conference.

To evaluate the results of the Experts' Conference would be ex
ceedingly vrorthwhiie and useful, but neither the time nor the purpose 
o f this occasion ptsrmits me to do so. There should be time and 
tiffieliness, however, for a few general comments and observations on 
the significance and value particularly to us in this assembly of 
the Intematiofli^ Conference which closed onl̂ ?' last Saturday.

For the experts.. -  and I  use the term in its  truest and fu llest  
, meaning -  from cooperative movements and institutions in the six  

countries I  have already mentioned and twD international bodies to 
have come here to discuss with us the problems as well as the prog
ress of agricultural cooperation and coQperative credit in their 
respective countries, has brought honori» our country and our 
people. More than that, we have been vastly enriched by their 
knowledge and experience. Everyone of the experts, in the papers 
they submitted and in the coranents they made during the panel dis
cussions, gave forthright, incisive and thoroughly objective reports 
and presentation of relevant facts and conditi'jns about the coop
erative movonent in their respective'>«iintries, VJhat they conveyed 
to us is  the d istilla te  and essense, of essperience and efforts of at 
least six nations witii a contoined population of over 600,000,000 
across many years of studies and experimentation in agricultural 
cooperative credit. Such experience is  of incalculable value for  
u^. It  is as i f  600,000,000 people in six kindred nations at 
each treaendous ceftt havd gathered ajid shifted orer 
many patient years information and data, facts and figures, know
ledge and wisdcan and have made a ll these available to us in an or
ganized, consolidated and readily assimilable form. The gesture 
and the event are of course the expressive manifestation of the 
emerging oneness of hunanity as well as of the internationalism 
of the cooperative movement.
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It  is  now le ft  to us to use the great pool of knowled'je and ex
perience that the Experts’ Conference has assembled and b«<|tt«WLfehed

■ This National Sendnar that opens today has been purpbsely or
ganized and scheduled to be held immediatd.y follovdng the Inter
nation Experts' Conference precisely so that the ideas and insights 
acquired during that Conference may be brought to the participants 
of this Seminar >4iile they are s t i l l  fresh and warm frcan the minds 
and deliberations of the experts., ,,In fact, six of the foreign dele
gates to that conference have very generously donsented to stay 
b^ind  to assist us in  this sendnar^ To them we and the ^diole coop
erative movanent in the Philippines shall of* course be forever 
grateful.

In the course of this seminar, We ^hali tl^  to take stock 
anew of the cooperative ttiovemerit In agriculture in our country. We 
shall look at the ttjovanent in in its structural framework and 
against the backgrditnd oi agrarian conditions that we are under 
compulsiCh of social and economic necessity to improve. How the 
cooperative form cft organization can be employed to advantage in 
the various phases of production through distribution, and how the 
movement should operate as an integrated whole, m il 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 developed and attained i f  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 'occupationsil or economic groups in the social This
sub.iect, therefore, should deserve the most serious consideration 
of the partipants in this seminar.

shall cilso review the ma^or fie lds 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, fo r us a l l  who are in the FaCoMas to realize 
that cooperatives must be organized and operated as business enter
prises according to the strict discit)line 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 a ll this one week,
I should think that we can gain perspective and perception in 
appreciating the merit and value of our deliberations by, ocons- 
tantlv keeping in the very front of "jur mjnds the failures we 
have seen and experienced in our FaCoMas. We can and should use 
those failures as touchstones in testing the soundness and



validity o f the ideas, thought, procedures, and techniques that may 
or w ill OTerge during our discussions. Th^could and should also 
be 'ttsied as markers on p it fa lls  along the road to cooperative growth 
that we shall not f a l l  into them again. Let the lessons of the past 
ligh t  and guide our course to the future.

From our experience in the Philippines and that of others in 
other lands, we can derive couragw and confidence that cooperatives 
under proper management' can and will succeed# as mar̂ r did succeed 
ind are succeeding. One of the delegates to last week’s Expejrbs* 
Conference gave the interesting report that some of the most suc
cessful cooperatives in his country today had formerly been clas
sified  as failures. We can be ce-^tain that those cooperatives came 
out of a state of fa ilure by the simple wisdon and decision  of 
self-analysis 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 tl^eir lesson well.

Where the FaCoMas stand today, after ten years of accumulated 
eXpeidenee in failures fir many as well as success in not a few 
associations, with the rich storehouse of experience in both success 
and failure of cooperatives in a ll  Southeast Asia i f  not of the 
vhole world available to ug, they should have enough to go by to 
strike and strive for revitalization and recovery, For us who 
share in the responsibility of promoting .nnd fostering cooperntives 
and vtfio believe in the unlimited possib ilities and potentialities  
of the oeople for achievement and progress through organized 
action in cooperative unity^ this is a sustaining source of hight- 
ened hopes and'enlarged expectations. For ths o ff ic ia ls  and members 
of the FaCoMas and other cooperatives that may be formed in the 
months and years ahead, this should provide some basis for courage 
and confidence.

That courage and confidence, however, should be sustained and 
strengthened by *Dntinuous acquisition of additional knowledge and 
sk ill in the organization and management of cooperatives which 
must keep on expanding in their Operation^ and services or use- \/
fulness to their memberships. With growth and expansiai, the busi
ness of the cooperatives becomes more ccsnplex ands complicated 
necessitating correspondingly higher level of sk ill and competence 
on the part of those vtfio manage 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
s ib ilit ie s  that must come with success.

In the context o f our restless and revolatlonaiy times and in 
the perspective of the mounting challenge to our system of democracy 
and freedom, there is in fact .nothing e lse  le ft  for us except to



make cooperation work and succeed. For only through cooperation can 
the vast masses of our unredeemed pdor find fulfillment for their ' 
iegitiraate aspirations to participate 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
l i t ie s .  The fulfillment of these aspirations can not be delayed or 
denied much longer without at the same time depriving the nation of 
the vast constructive and creative forces and powers for economic 
developaent and social pro'^ess that today l ie  untapped and sub
merged in the poverty and prostration of three-fourths oTour popu
lation  . . . .  and without, I am bound to say, placing in precipitate 
peril the. very Security of our democratic institutions.
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for South>^a^t A$is 
6 Canning BaM, New Delhi**l 
(India>

CENTRAL COOPERATIVE EXCHANGE. INC, 
Purea, Sta, Mesa 
Post Office Box Number 1968 
Manila
(Philippines)



SUBSCT: structural Organization of Local Cooperatives And Overhead
Uiiits for Production Cr_edit Purposes with Tie-up to Cooperative 
Marketing

Introduced by; Mr. Eugenio V. Mendoza
General Manager, Central Cooperative Ejschangc, Inc.

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

Sum-la 
A. M.

^roliiainr’̂ rios 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. Katigbak, 
Officer-in-Charge, Agricultural Credit Administration, 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 participants 
a brief run-down of the purposes ICA, as well as its scope in the extent of 
the work it has done so far.

Before the actual conference started, Mr. J. M, Rana, Deputy Director of 
the InternatiCKial Cooperative Alliance, briftfedthe 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 mechaniques of carrying out the con
ference:

1. It is  not the intention of the coiiference tc adopt resolutions sincc it is 
aot one composite body and, therefore, v/hatever 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 purposei 
according to him, is to educate themselves;

2. The main task confronting the delegates is to bring forth the problems 
facing them and to analyze these problems carefully and discuss possible 
solutions;

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

4. The participants should not completely rely on the words of the lecturers 
and/or e>^erts acting as resource persons, since the essence of
coz^erentes like this is self-criticism  and self-examihation. In other 
words., one must keep an.open mind of t|i  ̂ subjects under discussion and 
not be unduly influenced by the views of the speakers;



5. Specialized subjects will be presented ly various speakers, after which 
suggestions and/or discussions may be made and questions asked by the 

participants. Participants are welcome to make whatever suggestions 
they may have regarding 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 conversational 
manner, would prove very heljpi|^ in ventilating the various, phases of 
the problem under <K<^cussioni in order that group ^TCussions
be guided weH, the groups should elect a group chair man whose 
prim ary function s would ibe to conduct and guide discussions, raise 
questions in appropriate stages and, afterwards, to summariise 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 t>ro*s and con’s involved 
in arriving such a conclusion} and

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

Lectures And Discussions

On the subject "Structural Organization 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 
leam  how these are being effected in Japan were cooperative marketing and 
credit activities are known to have achieved some high degree of success.
Mr, Nakahara provided the participants with a written outline containing the 
bread sub-divisions of the subject matter which he am pl^ed by explaining 
certain points where explanation was necessary, such asr.

1. As fai* as ^^Development of Cooperative Marketing*' which is Item 1 
in his outline is concerned, it has to do With the developmsnt of 
cooperative marketing, he observes that in legislation 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 Philippines was enacted, existing cooperatives, 
particularly those which he had seen, like the Eosales and Malasiqui 
Facdmas, they have already achieved is one appreciable advances.



The progress of cooperative legislation in Japan froxzi purely credit 
so^ietieg to i^iilti-^purpQse societies at primary level, and later on 
^ fw in g  tjhe formation q£ secondary federations, and still later on 
#|Jie apex'federa:tion8 is contained in tiie broad outline he distributed.

2. A a  to Itein 2 in his outline which has to do with "Multi-purpose Societies", 
while initially, it is  the bacic function cf cocporativea,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 associations which he placed under the category of "Others" 
in his outline, such ais cooperative insurance system, farm ers' home 
buiM ng programs and life insurance.

He observed^ in this coimection, that multi-purpose societies are 
wo rking well in Japan because they cover almost all aispects in the 
life  of the farm er and are not limited merely to the matter of credit 
and/or marketing.

In the course of his discussion of the matter of marketing, he informed 
the body that as far as rice is concerned, the matter of purchasing and 
marketing 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 seeds 
and potatoes, while as to livestock products, the government has estab- / 
lished some sort of purchasing agency, although this agency has very | 
limited funds and cannot actually go out in controlling 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 "S*.1q of Rice to Government In Japan".

He also pointed out in connection with the multi-purpoGe societies 
that there is actually now a competition between the special product 
marketing societies which are single-purpose and those multi-purpose 
societies which actually cover a much larger area of operation, includ
ing those already being handled by the single- purpose special product
marketing so0eties»

3. As to Item 3 in Ms outiLlne entitled "Facilities to Pro mote Marketing", 
he dealt wif^ the first item which is "Warehouse" bv saying that if there 
is no available storage space, a cooperative \nill not be in a position 
to store goods and await better prices in the market. A s to the second 
item which is " Collection p o ^ ts " . this has particular reference more 
to perishable products such as vegetables and fruits which cannot be



stored very long* Farm ers are told where to deliver these products 
aiwJ there they will be collected by the societies. As to the third item 
which is “Grading", he said that grading is necessary inorder to stand
ardize productdi more particularly because vinder the pooling system, 
there should be etaodardization 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 seco ndary levels, these have not proved to be 
paying societies inasmuch as farm ers prefer to buy known br ands or 
finished products. A s  to the item " Others**, which is last in the list 
in his outline of facilities, he classifies them in the following categories: 
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 popxilar in Japan.

4. About It  «m  4 of his outline which is captioned "Respective Functions", 
the first point which is **P rim arv*'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 territorial 
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 J^an: 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 M r. Nakahara gave the conference group sn insight into the complex 
operations of the subject of cooperative marketing and credit in Japan and, in 
connection therewith, dealt with the following points:

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

2. On the secondary level, there are separate organizations with each of 
these 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 peifformance of marketing activi4es by
societies, stressing on the flow of goods and funds as well as the 

functions of the national orgsmization in relation thereto and the 
warehouse arrangements with processing plants in order to avoid 
gluts in the market.



4. He also dealt, Mr. Rana said, on the role of cooperative banks in 
providing cred t.

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

6. The need for grading smd processing, especially in view of the pooling 
system of »»arketing.

7. The next number outlined the distribution cf functions arnona the three
(3) types of cooperative structure in connection with \yhich Mr. Raha

observed that Certain functions which the national org^^aation undertakes 
should be mapped out carefully in order to avoid conflicts with lower 
organization s.

8. Lastly, Mr. Rana said he dealt on the different problems facing coopera
tives now in Japan.

Discussion ensued afterwards and the following points came upj

1. Upon request of Mr. Mendoza, v(ho made the observation that it is 
a complex thing to manage a multi-purpose organization and it is 
difficult to get a cooperative manager viio knows both credit and nmrket- 
ing, fo r which reaao 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 imder a general manager, the association is divided into 
different departments, such as those fo r credit, insurance, warehousing, 
etc.

Mr. Nakahara called attention to the fact that since these different 
departments were separately on different societies, there is an effort 
now being made to sort of integrate their activities in order to have 
one coordinated movement. For example, he says that for bookkeeping 
purposes, the^ are now centralyzed accounting records for all these 
departments;

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 geneir^ meinager and for a certain amount, no 
collaterals are required; 6ver a ceiling, the collaterals are required.
It appears that the amount of the loan as well as conditions on which 
they are granted is fixed by the members Haring their regular meeting.



2. Employees in the cooperative societies are now paid well; hsnce, the 
pi^oblem o£ lack of competent personnel is being met with by societies.
A  high percentage of income of the society is being used foi* salaries.

3. Asked by Mr. Mendoza how societies are audited in Japan, Mr. Nakahara 
said that at least once a year, theye is a loctf. agency in charge cf coop
eratives which copmes over to inspect the books of accounts of the so
cieties. The fvinction of this government agency, however, is not 
guidance but purely inspection inasmuch as gmdance work is being 
provided by the central union.



by

Mr, Yoshio Nakahaia 
Chief, Administxatipn Section 

Central Cooperative Bank for Agriculture Snd Forestry
J A P A N

To give a broad picture of cooperative marketing and the lihk-up 
with cooperative credit in Japan, some of the characteristics shall be 
explained in the following lines:

1. DEVELOPMENT OF COOPERATIVE MARKETING

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

a. Credit and other functions separted
b. Multi-purpose societies
c. Secondary federation
d. Apex federation
e. Reorganization after the war

2. MDLTI-PDRPOSE SOCIETIES

1) Ciredit
2) Purchasing
3) Marketing 
4} Processing
5) Guidance
6) Others

3. FACILITIES TO PROMOTE MARKETING

1) Warehouse (farmer
(primary 
(secondary 
( apex

2) Collection points (secondary ahd apex
3) Grading shall be public market)
4) Market
5) Froceissing

a; Ricemiil, flourmill 
h. Canning

6) Others
3. Slaughterhouse with cold storage facilities  
b. Hatchery, etc.

4. RESPECTIVE FUNCTIONS

1) Primary
2) Secondary
3) Apex

5. PRESENT PROBLEMS

1) Loyalty of members due to competition from private sector
2) Enlargement of consumption by recovery of production cost
3) Competition from imports



Apex
Central Cooperative 
Bank for Acjricul- 
ture and Forestry

Nat ional  Market-  
ino Federat ion

National : National 
Furchasinc :lrisuxance 
Federation .'Federation

Secondary Credit federations Economic fede 
ra t ions

Economic :Insurance  
f ede ra t ion s  : fede re t ions

Primary Multi-purpose cooperative societies:

NOTES; 1. A l l  farmers a re  members of s o c i e t i e s .
2, In addition to the given 4 apex federations, there are apex for 

transportation (include traveling), welfare (mostly hospitals), 
newspaper (weekly), etc.

3. Central Union (Apex) and prefectural central unions (secondary) 
are orc;anized separately for education, auditing and promotion 
of agricultural interests.

4, Single purpose societies with secondary and apex organizations 
are organized separately for marketing of specialized farm 
products (refer diagram 2).

5. Irrigation, drainage and other basic improvements of agricul
tural land are usually carried out by land improvement dis
tricts organized sepa ra te ly .



APEX
NATIONAL MARKETING 

FEDERATION
NATIONAL SPECL\L PRODUCT 

FEDERATION

SECONDABY ECONOMIC FEDERATIONS SPECIAL PRODUCT MARKETING

PRIMARY MULTI-PURPOSE SPECIAL PRODUCT
SOCIETIES MARKETING SOCIETIES

(SINGLE PURPOSE)

NOTES:
1. Agxicultuial ptoducts marketed by multi-purpose societies are 

mainly rice, wheat and barley.

2. Products marketed by single purpose societies are vegetables, 
fruitSi milk and livestock. These products are also marketed 
by multi-'purpose societies, This raises competition not only 
with ptivate enterprises but within the cooperative movement. 
Efforts are taken to integrate  the 8 cooperative marketing*



1. Farmer (1) Delivery of rice to societies Warehouse
(2) Issuance of purchase certificate by 

Food Agency’ s inspector (decision of 
grade and price to be paid)

2. Primary (I )  Presentation of purchase certificate,
payment of requested price. (Written 
into farmer’ s account immediately)

(2) Send duplicate of purchase certificate 
to economic federations and credit 
federations.

3. Secondary (1) Economic fe(Jerations inform National
Ffedetation the total amouht of de- 
iiveiy oi <ice with duplicate of pur
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 de livery  and receive hendliBCl 
charfje* farom government ( f o r  the three 
tiers)

(2) Central Cooperative Bank -  payment to 
federations and settling of advanced 
governmental payments.

5. Government 
(Food Agency)

(1) Entrust collection and purchase of 
rice to cooperatives.

(2) Advance payment of fund to Central 
Cooperative Bank for purchase of rice.
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Sum-lb 
P. M.

SUBJECT: :rc,rian Ctructuro r,nd G rclit c-.jeratives
(Impact of Land Reform on Credit Cooperatives)

Introduced by: Mr. Amado A. jLansang
Executive Director
Land Reform Council Secretariat
Philippine s

Resource Person; Mr. K. Madhava Das
Zonal Deputy C%ief Officer 
Agricultural Credit Department 
Reserve Bank of India

Mr. Amado A. Lansang, Executive Director, Land Reform Council Secret
ariat, distributed to th e  participants frn introduction to ‘'Agrarian Structure 
And Credit Cooperatives (Impact of Land Reform on Credit Cooperatives)" 
which, he taid, is some sett 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 country. As a general observation, he stated that the agrarian structure 
structure of the country is weak, undependable and fragile, dominated by 
share tenancy a.n l a onG-crop farming agriculture. Farm ers do not own the 
land but thoy v/ork 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 
changG existing agrarian structure but also to 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 abolition of tenancy and expropriation of big estates and 
thereby unlock the potentialities of these lands and divert them to more recep* 
ti've sectors of the economy. The Land Reform Code, he said, establishes 
the ctmditions 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 tĥ î  country, referring particularly to 
the conflict in ideologies 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 imrnediacy.



-  2 -

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 A^ich has been the cause of enslavement of the population. , Therefore, he 
said, that all resources should be utilized and mobilized in stifficient scale 
to make credit available. Citing figures, he said that out of 1, 700, OOO 
farm ers, about 85% stands in dire need o£ 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 

fiOO,  OOO, OOO 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 i?400, OOO, OOO 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 jarovide as much as it can in this field, it is not desirable 
that all fundc should come from the government. He said that as much as 
possible, 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 amoiant 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 farm ers who are spread out in 27 ,000  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 jJay 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 flie Land Reform 
Code provides that as soon as the farm ers 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 thereof. If farm ers are affi
liated with cooperatives, it is easier to reach them through the associations; 
then the associations can assune 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 need for 
funds with which to provide credit may not be satisfied.

Ho ended hie introduction of his paper by posing a question: are the facomas 
prop':red to h:.riiecu all their elements and resources for leadership such that 
cocporativo ?. souciations may be revitalized and made instruments of land 
refoi'rn in a deujocratic basis?



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  Codeias the prim ary 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, OOO 
farm ers and just to extend credit to the farm ers as may be necessary 
to provide for their barest essential needs, some f ‘400, OOO, OOO 
w ill be necessary. He dealt with problems involved in the whole 
process of land reform - how to implement its objectives, how to make 
credit available, and how to effect collection.

6i Laat;^, 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 Resource Person, then observed that in India, which 
is composed of several states, each state has its own land reform program  
through separate legislations, the primary objectives of which are to remove 
impediments of producticn arising from  the agrarian structure as well as to 
elim inate sccial inequalities. He said there are 3 aspects of the land reform  
involved in India which are;

1. /ibcliticn of in term ediaries;
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 farm er-borrower, 
not on his landholdings. 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 maximise the effects of the program as far as extension of credit is 
concerned.



Afterwards, he suggested the following topics fo r  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 fie ld  and how 

should they be run in order to be effective and strong tools

Mr. Liansang then stated, at this juncture, that the Agricultural Credit 
. Administration (A C A ) actually provides short-term credit. In this connec
tion, he pa4 to a fear expected in some circles that the Lsind Reform
P.riOgrami may c&ase* dp withdrawal of p;riva|: ,̂..cr.edit. He said, however,
that experts sayHliii^^ay npl ndcigsWarily come iiitb being because of the long 
attachment developed between landowner and tenant which cajonot immediately 
be destroyed. At any rate, should private'Credit withdraw asj feared, the 
Agricultural Credit Administration (ACA) w ill fill the vacuum.

Other points which came out during the discussions are as foUows:

1) A reas 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.

2) Actually, the Land Reform Code does not merely ««ek  to subdivide 
large landed estates} it also encourages the development of uncultivated 
portions of the public lands of the country by intensifying settlements and 
alt »acting 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 refot-m 
program both in its basic structure, composition and capital structure^

4) The Agricultural Credit Administration will be actually involved in 
the reform program by the operation of law; other agencies such as the 
EICOB, 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 newj many laws have already been passed 
seeking the establishment of some agrarian reform s but since existing 
agencies are discoordinated and have conflicting purposes, the present 
Land Reform seeks to integrate all these functions. Under the letter of
the law, the Commission on Agricultural Productivity (CAP) is the oneen- 
trtistei 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, sv̂ ch 
as: ACA, CAP, Office of the Agricultural Council (OAC), PACD and others,



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 x:.aised, he 
did state that the ccnstitution is not intended to embalm or straight- 
jacket social and economic progress.

8. Sugar and coconut lands have been exempted from the Land Reform 
Program merely because in the case of these two products, international 
commitments having to do with exports have been made and disturbing 
the existing set-up might ctffect 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, farm ers who cannot repay their 
loans are still entitled to new loans providedi

1) The farm ers can show that he can imxDrove 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 farm ers may fail to pay back their loans either 
because they have no sense of responsibility or they have stiffered 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.



AGRASIiiN STBUCTUfiE CREDIT COOPERjillVES 
(Impact of Land Reform on Credit Cooperatives)

by

MADO A. LiNSiiNG 
iisst. Administrator, jiCii. 

on fu l l -t im e  deta il as Ad-Interim  
Executive Director  

Secretariat , Ad-Interim National Land 
Reform Council

(Prepared for the National Seminar on Agricu ltu ra l Cooperation
sponsored jo in t ly  by International Cooperative A lliance and the
Central Cooperative Exchange, Inc. held at Baguio City, December

16- 2 2 , 1 9 6 3 )

I .  FQCUiS

Our subject th is  afternoon -  "Agrarian Structure and Credit Coop- 
■iratives" sub -t it led  "Icpact of Land Reform on Credit Cooperativas*' -  is  
extremely interesting  and timely fo r  us in the Ph ilipp ines. I t  i s ,  
however, highly involved and complex for f u l l  or even adequate 
examination within the time ava ilab le .  Within th is  lim itation  and 
that o f an introductory, there i s  opportunity for only a broad and 
panoramic survey of i t s  substantive elements.

The lim itation  o f this in troauctory  w i l l , I  am sure , bo made 
up fo r  by the contribution that we sh a l l  have from oar diotinguiche-d 
resource person -  Mr, K. Madhava Das o f  tiifc Reserve Bs,nk o f  Ind ia .
Mr. Das stayed behind from la s t  week's In te rn a t ion a l  Experts '  Con
ference of which th is Seminar i s  a direct echo, to share with us 
his profound knowledge and rich  experience on the sub jec t .

For purposes o f  th is discussion, the subject matter as given 
might be re -stated  in  the form of a question, thus -

What i s  the ro le  or place o f credit cooperatives in  
our laJid reform program? Or, what is- possib ly  a 
more r e a l i s t i c  question in the l ig h t  of Philippine  
conditions -  itfhat can credit do to help achieve the 
objectives o f  land reform?

A consideration o f the question -  whichever of the two we 
p re fe r  -  might p ro f itab ly  be directed to or along the fo llow ing  
points:

1 . The structure of our agricu lture  in  i t s  socio-economic 
e f fe c ts  on the farming population in  pa rt icu la r  and the 
national society in general.
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2. The land reform in  i t s  philosophy, i t s  objectives,  
i t s  requirements fo r  implementation with part icu la r  
reference to credit.

3* The need fo r  and relevance of credit cooperatives in 
connection with land reform -  -  -  why credit coop
eratives?

On each and a l l  these points, numerous questions can and 
normally w i l l  a r ise  in  the course o f a seminar l ik e  th is . On the 
land reform program alone, which i s  re la t iv e ly  new in  the P h ilip 
p ines, the whole one hour a llo tted  to us may not be enough. On 
cred it  cooperatives, part icu lar ly  fo r  agriculture and in the con
text of land reform, the mechanics of their organization and op
eration  should prove of specia l value to us in this seminar.

On a l l  these points, however, we would have to exercise ut
most economy-in our discussion. Time won’ t permit more than the
niost essentia l d e ta i ls .

I I *  SELECTED FuCTS AMD FACTORS; COHTEXT

ii b r i e f  summary of selected fa c ts  and factors should be help
fu l  as frame of reference fo r  the context o f our discussion.

A. Agrarian Structure

A recognizable p icture of our agrarian structure may be drawn 
or viewed from the fo llow ing  fa c t s ; -

Out o f the to ta l cultivated area of 7,529,100 htctares in 
1961, 5,9^8,200 hectares were planted to food crops, over 8 ^  o f  
which were taken up by r ice  and corn. Commercieil crops took 
1 ,380,900 hectares, over 82% of which were su^ar and coconut -  the 
major export crops of the country.

Approximately 70% of a l l  farms have an area below 3 hectares 
and only about 15% are over 5 hectares in s ize . The national ave
rage size of farm i s  le s s  than 3 hectares.

There are about 1,700,000 indiv idual F ilip ino  feirmerB, about 
800,000 of whom work as tenants. Tenancy i s  heaviest in  the r ice  
areas. Agriculture takes over 6o% o f the to ta l labor force which 
is  estimated at about 9,»000, 000. \

In  the majority of farm areas, p a r t icu la r ly  in the staple crope 
of r ic e  and corn, only one crop is  ra ised  a year. More tj^an one- 
ha lf o f the year these farms are id le  and the faraers without 
raguiar eaployQent. The average y ie ld  on r ic e  (pa lay ) i s  27.4 cavane 
aad on corn 15 cavans per hectare.
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In re la t ion  to the whole economy, agriculture contributed in 
i 960, 33*5% (the b iggest single source) of the tota l national in
come and accounted fo r  63% of the tota l export trade. I t  i s  of 
course the main source of the food, shelter, and clothing for our 
people and of raw materials for our lo ca l industries.

On the whole, the structure has meant for 70% of the popula
tion  dependent on i t  poor income and poverty, unemployment and 
underemployment, low le v e l  of l i t e ra cy ,  and in general substandard 
l e v e l  of l iv in g .  For tie nation as a whole, shortages in even sta -  
j , l e s ,  low national iaooaVt slow industr ia l  growth, and in general 
c reep ing  in s t a b i l i t y .

B . Land Reform

The existing agrarian  structure with a l l  i t s  implications to 
the soc ia l economy, as indicated in  the facts  cited, has provided 
the basis  and ju s t i f ic a t io n  or the imperative for land reform.

iis envisioned in  the law (Republic Act 38^^), the land re
form program i s  designed in  the main to achieve the fo llowing spe
c i f i c  and general ob jectives:

1. To abolish tenancy and estab lish  a system of ownership -  
cultivatorsh ip  on fam ily -size farms. In other words, 
giv ing land to the t i l l e r .

2» To unlock the capita l tied up in  land and induce i t e  
sh i f t  to industry and other ecctnomic a c t i v i t i e s  inc lud
ing development of la rg e -sc a le ,  commercial type farming.

3. To increase per unit and aggregate production through 
more e f f ic ie n t  use of land and the application of 
modern methods of culture.

In general, to estab lish  an agrarian structure that shall  
provide increasing productivity and income to the farm
ers as a strateg ic  step towards accelerated and balanced 
economic growth and development.

I t  should perhaps be emphasized here that the foregoing objec- 
tivei:'hai7e strong bearing on the h isto r ic  issue of preserving and 
promoting democracy against the §hallenge of communism and other 
forms o f  subversive ideo log ies .

C. C redit Cooperatives and Land Reform

The reconstruction of the agrarian structure along the l in es  
of the land reform program enta ils  the employment of tremendous 
amount of resources in  financing and m ateria ls, teckntlogy, and



man-power. I t  involves a vast machinery of organ iza t ion  paid ad
m inistration to carry out the complex program.

Credit, which i s  a basic requ is ite  in  a g r icu l tu re ,  i s  p a r t i 
cu la r ly  important in  land reform. In  f a c t ,  the complete 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
d i t ,  which used to be supplied by the landowners and other private  
sources, should be made ava ilab le  from an in st itu t iona l source.
In  the early  years o f land reform, the government -  mainly through 
the Agricultureil Credit Administration -  w i l l  have to provide the 
cred it  needed by the farmers affected by the program.

Three major problem areas, separate but in terre lated  and in
teracting, however, pose themselves. These are:

1. The enormous physical magnitude or volume o f funds that 
w i l l  be required.

2. The mechanics and machinery of bringing the credit to 
the farmers and of recovering the loans. This i s  in 
separably linked to e ffic iency  in the release and co l
lec t ion  of the loans and to cost erf servicing them.

J. Long-run national po licy . This has to do with the pre
servation o f the integrity  of the system of private  
and free  enterprise , as against complete and direct  
state control of the economy which, i s  of course unten
ab le .

The above three problems can be reduced to one all-embracing  
central question: How can the credit requirements of land reform
be met and administered within the capacity o f the government and 
at a cost that w i l l  be to lerab le  without unduly ra is in g  interest  
rate eind at the same time developing among the farmers independence 
or s e l f - r e l ia n c e  and self-government which are fundamental to our 
system of democracy?

In the context of the agrarian structure and the objectives of 
Ifuid reform as well as the la rg e r  aims of national po licy , the 
answer to the central question i s  development of credit and re 
lated  ag r icu ltu ra l cooperatives. This, in fa c t ,  i s  the answer pro
vided in  the Land Reform Code.

Why cred it cooperatives? For the fo llow ing reasons:

1. Credit cooperatives are convenient and e ffec t ive  media and 
means o f bu ild ing up from systematic savings of the members a pool 
of funds which can stead ily  grow in s iz e .  These funds wilL, of
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course be ava ilab le  to the members fo r  loans. In proportion to the 
s ize  of the cooperative pool, the amount that must be provided by 
the government w i l l  be reduced and/or augmented.

2. The farmer-members of these cooperativeiS can be served or 
serviced with credit i f  the loans supplied by the government are 
coursed through these associations which also can be the same chan
nels for co llec t ion . In th is  way the cost o f administering the loans 
can be substantia lly  reduced and i t s  e ffic iency  increased. To the 
extent of the assets  of the associations and the influence of the 
associations over the ir  members, the co l la te ra l  or security -factor  
on the loans can be tremendously improved. The cost of the credit 
to the ft\riaers w i l l  likew ise  be reduced correspondingly. The 
cheapest kind of cap ita l,  i t  must be noted, in a cooperative is  
that which i s  prbvided by the members themselves,

3- As a natural and extremely des irab le  consequence of the 
whole process of farmers accumulating their owapool of funds in a 
credit cooperative and using their association as ajnedium in  secur
ing and paying back loans, the sp ir it  and attitude of se lf -re l ian ce  
and self-government are bound to take firm root and steadily  grow 
in the farmer-members. As the process continues, cred it cooperatives 
w i l l  develop into f u l l  maturity as cooperative banks owned and 
controlled by the farmer-members who w i l l  a lso  use them as their 
princ ipa l i f  not sole source of c red it .

But to that extent, private enterprise w i l l  be enriched, in
v igorated, and made more endurinj because i t  i s  bu ilt  aad works on 
the so lid  base of posit ive  partic ipation  of large  segtients of tlie 
population. Economic democracy w il l  have expanded and reonforced 
p o l i t i c a l  demiocracy the structure of a much more balanced, stable, 
and just society established.

I I I .  CONCLUSION

Land reform, bas ica lly  and ultimately, i s  a program of socio
economic development based on more equitable d istr ibution  of re -  
eources and opportunities and their maximum u t i l iz a t io n  with the 
la rgest  possib le  partic ipation  of the c itizenry  in both production 
of wealth and d istr ibution  of economic w e ll-be ing . Both in i t s  
proper and e ffec t ive  implementation and in the attainment of i t s  
imjiiediate and ultinate objectives, the land reform program can 
generate great capab ility , e ffectiveness and propulsive power by 
u t i l i z in g  the social and economic dynamics o f cooperation.

Credit cooperatives and other re la ted  types of cooperative as
sociations should receive imiaense impetus from land reform which w i l l  
crysta lize  and deepen the need and -the necessity for cooperation 
equally on the part o f the farmers and on that of the government.



To us in th is seminar the la s t  question must be addressed: 
HOW well and how fast can we reorganize the FaCoMas and develop 
their management and capital capabilities to plaoe them in position 
to competently assuiae their proper shaje of the respgnsibility  of ' 
bringing abou* land reform?
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Subject: System of Supervi sed Farm Credit SmpJoved
Boles of Government Agencies and Coopegjativ^

Introduced byJ Mr. Solomon G. Cabrera
Head* Cooperatives Department 
Agricultural Credit Administration 
M a n i l a

Preliminaries to Conference

Mri Rana opened the session at 6:30 in the morninc? with the ob-: 
servation that next time, everybody should come on schedule. Then he 
requested Mr. Solomon G. Cabrera to introduce the subject entitled 
System of Supervised iFarm Credit to be Employed -  Roles of Government 
Agencies and Coopetatives. He did not find it necessary, he said, to 
introduce Mr. Cabrera as he was familiar to all participants*

Lectures and Discussioiis

Mr; Cabrera started his lecture by sayinc that he w ill limit his 
discussion to the practical aspects of supervised credit as it relates 
to the cbiintry’ s Land Reform Proqram. Heretofore, he said* credit and 
extension were conducted by the Government separately throu?fh two 
separate agencies providinc these services to the farmers, namely: 
the Apxiculiural Credit Administration (ACA), formerly the Agricultural 
Credit and Cooperative Financing Administration (ACCFA) for credit, and 
the Consnission on Agricultural Productivity (CAP)* formerly the Bureau 
of Agricultural Extension, for extension worki He expressed the view 
that it  would perhaps be easier to understand and appreciate the Land 
Reform Program i f  it is thought of as not merely supervised credit but 
supervised credit farming.

He then proceeded to explain that in supervised credit, the two 
services of credit and extension are supposed to be brought to the 
farmets in integrated form to produce maximum beneficial effects to 
the farmers as well as consuroersi As to supervised farming, that 
aspect of the work has to do With superviising and assisting the farm
ing operations of the farmers and guiding them in their farming acti
vities in order to maximize their production and income.

He then proceeded to explain the organization set up of the pro
gram of land reform with the aid of a diagram which he drew on the 
blackboard and whichis substantially in the form as appears in the 
diagram attached to these minutesi Essentially, there have been 
inte<rcated five separate agencies in the Land Authority.
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They ate the -

1. Land Bank (LB)
2i Commission on Acticultutal Ftoductivity (CAP)
3. Aaricultural Credit Administtation (ACA)
4. Office of the Agrarian Counsel (OAC)
5. Another aoency

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

The Land Authority is the old National Resettlement and Rehabilita
tion Administration (NARBA) and the Land Tenure Administration put to
gether in one office; the Land Bank has yet to be created.; the Commis
sion on Acricultutal Productivity is the farmer Bureau of Agricultural 
Extension.; the Afjricultural Credit Administration used to he the Agri
cultural Credit and Cooperative Financing Administration (ACCFA); and 
the Office of the Agrarian Counsel used to be the Tenancy Medl&tion 
Commission-. All the heads of these various reform agencies Constitute 
the National Lartd Reform Council., and by {jrovision of latvi the head 
of the Land Authotiiy is also the Chairman of the National Land Reform 
Council.

Under the National Land Reform Council are two specialized bodies 
which assist in the formulation of policies and proorams for the imple
mentation of the Land Reform Code. The firs t  is the Secretariat headed 
by Mr., Amado Lansano, the functions of which are achninistrative in 
nature, such as those which have to do with personnel., locfistics,, 
accountino,, transportation,, and others. The Secretariat is also in 
charoe of preparinr the agenda and minutes of meetings of the Council.. 
The second is the Flans ĵ nd Prc'^rams Group Which is a technical group 
charged with the naVinc ci sL?i; j the formulation of policies of 
the Land Reform Arjthority.

There are three levels or orgari.-’ir^io*' under the land reforfli 
machinery: 1) the National Land Reform Coun;il et the top; 2) the 
regional committees at intermediate level; and 3) the local project 
team, Mr. Cabrera informed the body, however, that in the deliberations 
of the Council,, the view was expressed that there was actually no need 
for any intermediary body because the regional committee would actualIjr 
be too far from the local project teams. Under the existing program,
Mr.. Cabrera said that there are provincial offices of the 3 agencies
at present. The team whioh is to be in direct contact with the farm
ers for the local project team is  co"!posed of representatives of the 
Land Bank, CAR, and OAC., and a representative of the Land Authority 
is the over-all head of such project teams. A local project team 
covers 750 families of a ll types of tenants or leaseholders.

Central to the organizational network is the extension man who 
is actually charged with and who bears the brunt of the work with 
respect to improving the production and income of the farmers. There 
will be one extension officer for every n^unicipality and each extension
man w ill be in charge of 75 farmers.



Unde* the extension man arfe 10 technicians; and working closely 
with the farm technicians are hom*a technicians who will actually be work
ing with the wives in the homes because the objective is not only to in
crease production and income of the farmers but also to impioye their 
living conditions, condition in the farms, etc. Home technicians, op
erate in each municipality or .one for every two municipalities depend- 
inti on productivity and w ill be working at barifio level so that* in
variably, a home technician has some 1 ^  families or homes under him.

The next agency concerned with land reforn; is the Agricultural Credit 
Administration with the primary purpose of providing credit to the farm
ers, Under the supervised credit program, there will be three loan sup
ervisors vvho w ill be in diiect touch with the farmers and «*o w ill be 
working in coordination with the three farm technicians.

Summarizing so far his discussions at this point, Mr. Cabrera said 
that the agencies, the^^eforet now active in the field are the Commission 
on Agricultural Productivity, the Agricultural Credit AdmiAi4t*ation and 
to sqj^e ejftent the Office cf the Agrarian Gotiasel, whifrft office provides
legal service to the farmers in the shift of status frdln share-tenant to
leaseti^o^der.. Plenty of legal problems are expected to «r ise  as a result 
of this .^hift of status from tenancy to a lease*h<ilt3: system; hence the 
necessity for providing for sucii counseling servdceisi Should there be 
any legal disputes formally raised later, the Court of Agrarian Relations 
decides the issues.

Responding to a question asked as to the role of FaCoMas under the 
Land Reform Program, Mr, Cabrera stated thatj in itia lly , FaCoMas are 
out of the picture, saying that the program was started and drawn up on 
the assumption thrt there are no FaCoMas.

He then infc>r?;';d the body that there is now what is known as the
lower Angat Prcjcct scmncssd of about 7 municipalities being served by 
the Angat River Ixirigacion Systeni. The CAP has made a survey of the 
farms and on the brsis of this farm survey, plans are being worked out 
for the area. He said that although there are several cooperatives 
existing in the area;, foj? the time being these are not being taken into 
consideration in the plans being drawn up.

Emphasizing the need for coordination between different agencies 
involved, he said that the operations w ill be Integrated. No agency 
w ill be working iridep^ndently of the other. Although by law, these are 
separate agencies and are maintained independently of one another, they 
actually operate as cne coordinated institution under the land reform 
project teams. He observed that heretofore, when these agencies were 
working independently of each other, the impact of their services was 
never really  fe lt . Very often, when there was extension work being 
done* there was no credit, and when there was credit, there was no 
extension work to go along ivith it .



Respondinc; again to anotbeT question as to the proper man to ap
proach in case farmers have problems, Mr. Cabrera said that farmers 
axe not really in direct touch with the CAP men but with the farm tech
nicians. As planned, the farm technician w ill be required to reside 
in the barrios and i f  a farmer has a problem, he should bring it to the 
attention of the farm technician who. in turn, w ill bring it to the 
person handling that phase of the problem in the project team. He also 
said, at this stage, in response to another question, that loans w ill be 
extended diiect to the farmers.

By way of clarifying the functions of the CAP in connection with 
cooperative development, he said that whereas before the responsibility 
fox cooperative development rested solely on the ACCFA, this function 
is now performed both by the CAP and the ACA: the matter of promotion 
and organization of cooperatives to be discharged by the CAP as well as 
informational and educational activities, and the ACA to exercise re
gulatory powers. Regulatory powers are those which have to do with 
determining whether a certain association is actually a cooperative 
and/or whether a cooperative is actually operating as a cooperative.

Responding again to several questions at this stage, he said that 
loan supervisors look into the matter of disbursement of loans to farm
ers. There are only 3 of them in the local committee. They are assisted 
by farm 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 are yet being made because the activities are s t i l l  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 &rmer can purchase land 
until he has passed the shift from tenancy to leasehold. I f  he makes 
good as a leasehold possessor, then the next stage is ownership.

To a question asked at this stage as to the distinction between 
leasehold and tenancy, Mr. 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 farmers make proper use of the loan. 
Dnder the present organization, loans w ill be extended on the basis of 
a farm planning budget framed and developed jointly by the farmer «nd'thfl 
^J(tensi/?p nan in chs?ce of ?' • r-'r-rlo faro'trs resides** Thu . -
ftfminp'up G#i tr  ■ budrot i3 r r t - l i r lu od  to " cpst of.production of rice 

it  ofs f ’ on’euacefe S' ĉh fnatfflrs r.s to impvovb.productivijr
of the farm by means of the farm management approach.



The faym management appxaech was explained by Mt. Cabrera by saying 
that under the cpidance of the farm technician who is actually a highly 
trained person, the most profitable combination of enterprises for the 
farm is determined. I f  a combination of enterprises is not possible 
because of the condition of the land, the farm technician tries 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. For instance, 
i f  the farm 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 other high income- 
producing crops like onions, garlic, etc.

On the basis of a ll these, the loans w ill be extended to the farmer. 
The farm plan, Mr. Cabrera said, consists of two principal columns: one 
for "Last Year and one for ’’Proposed" which means proposals for the com
ing agricultural year or years. For example, the column "Last Year" 
may reveal the information that there are no improved farm practices; 
the column "Proposed..." may contain such recommendations as the use of 
certified seeds, fertilizers or 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 credit 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 for 
rice and other products. Through this repayment plan,farmers w ill know 
what to expect from their business enterprise and when to make repayment 
of the loan.

After a ll these, the farm technicians assist the farmer in the pro
cessing of his loan application. Items such as "Month." "Operation."  
"Credit Needed" and Purpose may appear in the farm plan which may show 
that at a certain month, for a pasrticular operation such as preparation 
of land or for seeds or for transplanting purposes, the farmer may need 
so much money. Hence, the farm technician is required to be familiar 
with the locality wherein he works.

Commenting on an observation made by one of the group that the 
entire shceme is a lit t le  idealistic and may actually suffer a draw
back because the men assigned to see to its  implementation may not 
actually be competent, Mr. Cabrera said that precisely emphasis on 
training is being laid by the Land Reform Council which has adopted 
the policy that there must be fresh orientation for a ll personnel on 
the different aspects of the job they are supposed to perform. There
fore, the Council sees to it that they are given 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 fe rtilizer  
distribution in the past years and up the present time, and the apparent 
lukewarmness of the authorities to investigate complaints about these



anomalies. Mr. Cabrera said in this connection that the Land Reform 
Council is tryinc Its best to solve this problem and stated that under 
the administration of the new officer-in-charge of the ACA, Dr. Jose 
R, Katipbak, complaints are certain to be entertained and looked into 
promptly.

On the matter of government subsidies, Mr, Cabrera stated that the 
Chairman of the National Economic Council (NEC), Mr. Sixto K. Roxas, 
is of the view that a ll kinds of subsidies should eventually be done away with 
al«^Oudi at tĵ is perint, a participant observed that it is d ifficu lt to 
do away completely with such subsidies because in the case of fe r t i l i 
zers, for example, the farmers find it hard to purchase at prevailing 
comraercial rates because the price is high. Which prompted Mr. Rana 
to observe that the problem indeed is very complex, saying that i f  
fe rtilizers are subsidized, there may be graft and corruption as one 
of the delegates said, adding that another difficulty in this connection 
may be that the fe rtilize r may not be suited to the soil where it is to 
be applied.

At this point, Mr. Cabrera hastened to say that he might have been 
misunderstood because, he said, only the legislature could withdraw a 
subsidy program.

Going back to the matter of loan processing and approval of re
leases, Mr. Cabrera said that on the basis of a farm planning program
drawn up through the assistance of the farm technician, a farm loan 
application is sent to the loan supervisor of the ACA. The loan sup
ervisor then decides whether to approve or 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 author
ized to release funds. Assuming that a ll of these preliminary steps 
have been properly done, the farmer then goes to the loan supervisor 
for releases to him in the form of a non-negotiable draft which is some 
sort of check which can be only be cashed at the office of the disbursing 
officer. The farmer now can buy his needs althcugh as to the purchase 
of seeds and farm supplies, the loan supervisor informs him where such 
could be bought, whether through a cooperative, through the CCE or any 
duly authorized private agency. Activities of farmers are so supervised 
that to assure the proper use of loans, these are released only in ins- 
tablments and the rest cannot be released until the supervisor issues a 
certification to the effect that crops are successfully producing results 
and that nothing adverse has happened.

As to the storage of farm products, the farmer deposits his products 
with a warehouse designated by the ACA; the warehouse issues a warehouse 
receipt which, in turn, is endorsed to the ACA and then given to the loan 
supervisor. Dnder existing policies, i f  prices are low, the ACA extends



coramodity loans to the farme*. When he wants to sell his products, he 
should advise the loan supervisor to sell his products and the loan 
supervisor arrancjes with other 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 sunmarized 
what had taken place by sayinci that Mr, Cabrera brought out the 
followinp points:

1) That the land reform program is an integrated program of 
agricultural development, with various government agencies 
which were previously functioning independently of each 
other now being joined together under one body called the 
Land Reform Council and the various services in the field  
of agriculture integrated. Mr. Rana observed in this con
nection that this is a very interesting development which 
bears watching as in the Experts* Conference, the question 
of coordination 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 undertaken in Bulacan may be of great interest not 
only for those in the Philippines hut also for those in 
other parts of the world.

2) How the land reform structure can reach the farmer level, 
through the farm technicians who are assigned certain func
tions to perform; one farm technician to be provided for each 
farm; intensive agricultural extension services 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 before a loan could be released to a farm
er. in connection with which Mr. Rana said that Mr. Cabrera 
outlined how farm planning would develop a system of enter
prise by improving land use and bringing about increased agri
cultural production as well as improvements in the home front.

4) The program of operations of the ACA in the non-land reform 
program areas, such as the plan to liquidate agricultural 
cooperative societies which cannot stand on their own and
to rehabilitate those which deserve help, with ACA providing 
the loans to members.

This, Mr. Rana said, is a very broad summary of the very complex 
outline which Mr. Cabrera made of his subject matter. 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 personnel in Bulacan appears to be 
very heavy and the manner in which the project is developed should be 
interesting to watch. The question of personnel to implement this 
progaram was also brought out during the discussion and as one of the



participants pointed out, it would very much depend on the type and 
attitude of people entrusted with the implementation of the procjram. 
Certain questions were also raised, Mr. Rana said, recjardinq the use 
of farm fertilizers and he said that the point raised by Mr. Galano 
reciardincj the use of farm fertilizers beinc dependent on the soil 
analysis is an observation the validity of which cannot be questioned.
Mr. Rana further observed that a very important point about cooperatives 
was raised,which 25,that the participation of farmers in the program should 
be developed throucjh organized channels, the FaCoMa being, in this respect, 
best situated, although unfortunately, many FaCoMas have failed to perform 
and cannot perform 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 c&»eful study of the 
a»ea has been made. At tf;is point, he threw open the subject matter for 
discussion.

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

Mr. Chavez then called the attention of Mr. Cabrera on the matter of 
timivc in the financing of loans by the ACA. He said that i f  they apply
for a loan on May and June for purposes of harvest, almost immediately
after harvest, they have to prepare the land again during the month of 
July for transplanting, August for use of fertilizers , and later on 
comes the harvest a(jain. 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 earlier commodity loans. The problem thus raised has 
to do with the fact that it is quite impractical to require that before 
a new loan is granted, the old loan or loans should have been settled
firs t . He also added that ACA does not give 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 w ill be 
made against a farm planning budget which covers not merely a limited 
number of months in a year 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 converting the commodity loan system 
into an operating capital loan which can be used for the purchase of palay 
or commodities is being considered. Hand in hand with this system of 
financing is the merchandising loan that the CCE is supposed to handle 
under which system of operations, farmers can accumulate enough stock 
which can be passed on to the CCE for marketing. He informed the group 
that during the last CCE board meeting, the ACA officet-in-charge agreed 
substantially with this proposition and Mrr. Cabrera’ s work along this 
line w ill be resumed after the seminar. He,^;»«sq3r:Bd::4^discussion group 
that the problem can be solved. nUC*



My. Joglekat, at this point, observed that one of the possibilities 
to consider in the matter of timing the extension and collection of loans 
is that since there are two different loans, one for crops and another 
for 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 there is no reason 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 different 
loans are also extended to the farmers and whero the practice he just 
cited is being followed.

Commenting on a ll these, Mr. Cabrera stated that a ll these d i f f i 
culties arise because the ACCFA lending program was geared to the 
one-crop system. Under the farm planning budget, however, the problem 
is expected to be solved because the plan as drawn covers one fu ll 
agricultural year. This means, he said, that loans can be extended 
for the firs t  crop, second crop, ct., because anyway, the ability to 
pay at different stages of the agricultural year can be determined;
Also, since under the supervised credit scheme the farmers’ enterprises 
can be incieased. a timely repayment plan can be more or less evolved.
It W ill a ll be actually a matter of programming.

Mr, Galano then observed that the problem really becomes compli
cated because there are different regions in the country and different 
seasons.

Mr. Bana then said that what can be best done under the circums
tances is to deposit these crops with warehouses and against the«e 
deposits, commodity loans can be given when the craps 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 
difficu lt, he said, i f  marketing is already developed.

Mr. Respicio then added that a possible additional source of cre
dit is the funds which can be accnmulated from the private sector.
He said that in his organization, they have succeeded to accumulate 
a revolving fund of some F20.000 from the private sector. He attri
buted the success of his association in this ref.^rd to the fact that 
the members have been sufficiently impressed with the importance 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 again to be of much help to them. Elaborating further on 
this forced savings system, he said that a retention of the rate of 
FO.IO per sack of fe rtilizer sold was made. It was understood by the 
farmers that this retention would not earn any interest but that it 
would merely become 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 tob'jcco FaCoMas in 
Batac. Ilocos Norte, particularly the Batac Virginia Tobacco FaCoMa



with 400 farmer'-membe*:s. He recounted that in the first  year of its 
operations, in 1954-55, P20,000 was borrowed from the ACCFA. This* 
in addition to the paid-up shares of the members at the rate of F5.00 
per member, constituted its starting capital. He said that for the 
f ir s t  two years, the manacer and the secretary-treasurer were not 
paid any salaries just to accumulate enough operatino funds. Through 
these measures of economy, they were able to effect much savings SQoh 
that in the firs t  year of tobacco operations, his association tealized 
P49,000 out of which they were able to pay off theiif ACCFA loan!» After the 
loans were repaid* the o ffic ia ls  who did not receive any salaries tot 
two years were paid their back wages« Aisoi pattonage dividends were 
not distributed during the fits t  thiree years of opevations in otder to 
accumulate mote operating' capital*

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

Mr. Rana, in closing the discussions for the morning, observed that 
what just transpired were interesting and provocative discussions, and 
stimulating too. Then he announced that the afternoon w ill 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 their own secretary.

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

###



NATIONAL SEMINAR ON AGRICULTURAL .COOPSEnTlOM 

Baguio City December 16-22, 1963

QUESTIONS FOR DISCUSSION 
Section I ; •December 17. 1963

(1) Please outline various methods for building up owned 

capital in Facomas.

( 2) Please outline the main features of supervised credit 

and suggest ways and means of improving the system 

described by Mr. Cabrera.

(3) Please outline the advantages and difficulties involved 

in formulation of farm plans and farm budgets by farmers 

with the help of farm technicians,■

(4) In your opinion, what constitutes a revitalized Facoma, 

30 that it may qualify for participation in a supervised 

credit,programme?
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REPORT ON GROUP DISCUgaiONfi UNDERTAKEN BY 
GROUP I  OF DELEGATES IN NATIONAL SEMINAR 

ON AGRICULTUR.1L COOPERilTION 
(December 1 7 , I 963)

At 2 ;00 P.M., December 17> 1963» the group in the presence of 
Mr. J, M. Rana and Mr. V. M. Joglekar of India opened up with the 
I n i t i a l  move o f e lecting a group Chairman and a Secretary before 
going on with the prescribed topics of discussions.

Mr. Rodrigo F e l ix  of the Caiiiling FaCoMa in Tarlac was elect
ed Chairmaja and Mr. Magno G. Reyes of the Santa Ana (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 
p a rt icu la r  topic from members of the group which was noted and sum- 
uarized as fo llows;

I -  Outline Various Methods for Building up FaGoMa-Owned Capital
in  FaCoMas.

1. S o l ic it in g  of increased subscription of stocks and in  
the paid-up cap ita l of the members of the FaCoMa.

2. Request fo r  the return of accumulated /̂o insurance 
fee withheld by the AGCFA to the FaCoMas.

3* To collect an amount corresponding to PO.IO per cavan 
from members who dei jos it  pa lay  with the FaQoMa and 
which amount . i s  to be c red i ted  ind;i .v iau„l ly  to 
members as their add i t iona l  paid -ux; capi t:.J- -

4. Retaining amounts which arc intend..,ii Tor .. l ic ti ' i ’. u- 
tion as patronage dividends so thc-y coulc: t
FaCoMa cap ita l.

3 . Secio*ing o f  outs ide f inanc ing  by mortgagXEti TaCoMa- 
owned f a c i l i t i e s .

6. Realiz ing additional capita l from service fees  thru 
extensive co llection  CaEipaigns.

7.. By withholding for cap ita lizat ion  purposes 1 cavan 
or amount corresponding to i t  from every 30 cavan 
deposit or in  such proportion.

8. Expansion o f volume of business in p ro f itab le  under
takings.
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9» By increaeaing the retained k^/o o f  savings intended 
fo r  additional working capita l of the FaCoMa to a 
higher percentage.

I I  • Qutlinesof Main Features of Supervised Credit  and SuggGstion
o i  Ways and Means of improving the .Systurii Uescribcd by Mr ,
Cabrera*

1. By increasing in proportion the aixiount of credit as 
sistance in kind rather than in Cciah so as to avoid 
misuse ov d iversion of funds.

2. Continuance of extension of coniiiiodity loans, farm im
provement loans and fa c i l i t y  loans even a fter  the 
Land Reform Program i s  implemented.

3. To exert luore e f fo r t s  to d irect supervised credit  
to a more spec if ic  goal in increasing production.

To assure ways and means by which palay pledged by 
farmers who receive financing are actually deposited 
on designated warehouses to avoid past fa i lu re s  and 
seeing to i t  that personnel u t i l iz e d  in the program 
have v irtues, honesty, in teg r ity , competence and 
dedication.

5. By u t i l iz in g  deserving organized cooperatives in  the 
implementation of the program i f  there are such, so 
as to avoid w^ste o f much time and money, h ir ing  of  
many additional employees, and the im practicab ility  of 
the JiCA dealing direct with thousands of farmers 
ind iv idua lly  i f  i t  could be done co l le c t iv e ly .

6 . That there would be more sense of re spon s ib i l ity  in  
farmers who w i l l  receive assistance thru cooperatives 
rather than d irect from.ACA due to the fact that 
money received direct froa the government w i l l  very 
l ik e ly  be considered as a HiiND--OUT.

7. Securing of Co-Makers of farmers obtaining loans.

IV. Advantages and D i f f i c u l t i e s  Involved in Formulation o f  Farm 
Plans and Farm Budgets by Farmers with Eelp of Farm lech-  
nician-s.

1. Proposed Farm Technicians are qua lif ied  men with 
s c ie n t i f ic  knowledge and better trained to super
v ise  actual farm work.



2. Greater Farm Productivity can be achieved.

■J. I t  i s  but natural that presence o f pjjanning and 
budgeting would produce better re su lts  than none.

k . That Farm Technicians are supposed to stay in the 
barrios and could guide farmers e f fec t iv e ly ,

5. D ive rs if ica t ion  of crops may be practised inten
s ive ly  to give more returns to farmers, j

DIF3fICULTI£S IMVOLVJiiD;

1. D i f f i c u l t i e s  may be involved due to d iffe ren t  
existing conditions in d if fe ren t  lo c a l i t i e s .

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

3. D i f f i c u l t i e s  may arise  in  cases when Farm Tech
nicians and Farmers may not see eye to eye with 
each other.

There may be poss ib i l ity  o f corruptions la t e r  i f  
one man formulates plans, formulates budget and 
recommends loans.

5. There may be long delays in  a l l  mechanics entailed  
so that farmers may not receive assistance on 
time.

IV. In Your Opinion, What Constitutes a Bevitalized FaCoMa, so that 
I t  May Qualify fo r  Partic ipation  in  a So-pervised Credit Program?

1. FaCoMa with dedicated and e ff ic ien t  management.

2. ii, FaCoMa with adequate f a c i l i t i e s  such as warehouses 
and jfice E i i l l s .

3* FaCoMas which have been active  in aQntinuous opera
tion for several consecutive ye arc ind .^hich could 
he c learly  iden tified  froiii dori^axi t FaCoMas.

h. FaCoMaswhose nanagoment o f f i c i a l s  were or a r t  not 
connected with any i r r e g u la r i t ie s  and anomalies.

5* FaCoMa with sou8d business operations for quite a 
number of years to determine competence in  manage
ment, aside from satis facto ry  loan repayments

The Group discussion was closed at 5lOO P.M.



Group i>i5cviaslon4^e<t« 17« X̂ bS 
Undertaken by J>e3.egate3 In National Se»  

mlnar on A;;ricUltural Goop* 
eratien

(1 ) Outline various methods o f b u ild in g  up PaCoMa-owned cap
i t a l  in  FaCcMas.

lo  L inking of amount o f loans given  to a merabei* to M s  
shareholding in  the PaCoMa;

2« © o llec tion  o f  unpaid balance of subscribed c a p ita l  
stock  from members;

3 , R etain ing an amount out o f th e ir  patronage refunds
and stock frcm  neiBbers to increase  th e ir  shareho ld ings }

4 ,R equesting payment o f 5% insurance withheld by the 
ACCPA, now the aCA, to t he 'PaCoHaj

5 ,  C o lle c t io n  c f  i l .OO per bag o f  f e r t i l i ^ . c r  and 0,10  
per cavan o f  pa lay  or corn m membersj

6 , Conducting educationa l campaigs tc develop a strong  
cooperative o rgan ization  among sm all farmers e sp ec ia l
ly  the non-raembers and acqualnt:lng teen in  the basic  
p r in c ip le s  to understand the value of cooperatives and 
inorder fo r  them to increase th e ir  su bscrip tion  to 
c a p ita l stock and paid-up c a p it a l ,

(8 ) O utline the main fe a tu re s  o f sape rv ised  c red it  and suggest
ways and means o f improving the system described by fir.
C abrera .

lo  In an area where there is  a PaCoMa which is  vjorking 
w ellp  preference should be g iven  to that PaCoMa In  
prov id in g  a g r iC 'i lt a ra l c r e d it ;

2 .  In  an area  where there are weak or n o n -re v ita liz e d  
PaCoMaa,, there should be a d e f in it e  program fo r  
r e v i t a l iz in g  them w ith in  a s p e c i f ic  period  sc the re 
v i t a l iz e d  PaCoMas can take up loans as soon as p o s s ib le ,

3 , Kach r  e v it a liz e d  PaCoMa should have a loan superv iso r*  
The s a la ry  of the superv iso r should be subsid ized  by 
the government fo r  three years on a graduated sc a le ,  
that i s ,  IQQ^ o f the sa la ry , or f u l l ,  fo r  the f i r s t  
y e a r , 2/5}bat the second year, l/3 /̂j at the th ird  year 
and th e re a fte r , beginn ing the fo u rth  year, the f u l l  
cost o f the s a la r y  to  be borne nr f" nanced by the 
PaCoMa.



(5 ) Outline the advanta(!;es and d lfficu -lfe les  invo lved iil ifdfHUi 
la t ic n  of furra plans and f a m  budgets by w ltii the
help o f  the :;'ar:n technicians! •

A d v a n t a g e s :

1. The fa m ers  can p r a c t ic a l ly - f in d  cUt the M l  .
farm budget;

Paj'mers ean be apprised o f the cbefc o f h^| #

5. It 'W ill p lace  the fariner*^s arid h is i’esotai'ce?
wlth ':n t ie  government's teehh ica l arid tnatferial asslat*- 
arioe prograiij^ By s e lf -h e lp ^  he can ra ise  hi$  
of l i v in g  as a r e s u lt  of increased  prodiictitjft 
b e tte r  ihcome.

Ei^^flouities r

1. F i l ip in o  farm ers in  genera l are in d iffe r© ril Its fh^ngej; 

2» He seems to lack  self«^eortfIdencei

3 , His understanding is  lim ited

4. Extra fan  l;r o b lig a tio n s  d is tu rb  hiirjl

5c Sligh tes t  fa i lu re  in  h is guided farm ing tfi - I Ik t ly  to  
shake his faltth in  the system.*.

(4 ) In  your opinion, what con stitu tes  a r e v it a l iz e d  PaitoM^y ib 
th at i t  nay qufilLlfy fo r  p a r t ic lp a t io n ln  a supe-rvtsed ¥ re d li  
programme ?

1 , The books are a l l  in  order and ready fo r  c=redi%-j

2 , The o ffJcerp  o f tlie PaCoIia should a l l  be e f f i c ie n t  in  
th e ir  jobs throughout the PaCoFa operation ;

3 ,The PaCoila should be ab le  to presen t a good f in a n C li  
p o s it io n ;

4 , O ff ic e rs  should al?. be active  ia  patrcrri„*n 3  tne opera
tion s o f the PaCoMa fo r  sev e ra l yea rs ;

5 , At le a s t  90̂ > compliance w ith  the marketing agreoiaent 
should be made;



6. In  the case o f d i f fe r e n t  loans, the PaCoMa should pay 
the ACA at c e rta in  percentages and the farm ers to the Pa
CoMa such a s :

Comracdity loans -------- ------- ----------- ---  loofo
Productlo i loans not less  than -  -  7b%

7, Payment o f f a c i l i t y  loans should Immediately begin  and 
continue u n t il tiis type o f loan is  f u l l y  pa id ;

8* S ta rt  c a p ita l form ation  as soon as they can.
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Introduced by: Mr, V. M. Joglekar
Ceneral I'fe.nager
Maharashtra State Cooperative Bank 
I n d i a

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 
irtiio 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 #iatever he w ill say would be of considerable interest to a ll 
the participants.

Mr, Joglekar opened his discussion by anphasizing 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 vSiat 
price he is going to purchase. The producer has no right to estimate for 

himself the price of that vdiich 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?

I t  cannot be done i f  each and every producer will go to the market 
and se ll because then there w ill be many sellers and very few buyers as 
a result of vdiich the purchaser dictates the prices. On the other hand, 
i f  there are few sellers and many buyers, i t  is the seller that dictates 
the price and i t  is exactly the desire of the cooperative marketing so

ciety that the individual farmer should not go to the market because i t  
should be the society that should sell in the market, .This, he said, is  ̂
one imDortant aspect of cooperative marketing and as such, its  development 
needs s'oecial attention.

Anoth'.ir aspect is vath respect to price determination. Citing as an 
example the price of potatoes in the local market vdiich is K),60, Mr, . 
Joglekar said he found out that the seller got i t  merely for K),30 a kilo, r 
Thus, the middleman got a 100  ̂ profit. ;.This is the reason, he says, why 
coonerative credit, without narketing, is meaningless. ,



Then̂  he outlined the functions of marketing society as follows:

(1) collection of farm produce;

( 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 i t  is intended to serve all 
the cooperatives in the village. This is knovm, he said, as the primary mar
keting society iflhich is_ affiliated with a d is tr ic t cooperative marketing 
society. At the state level, there is also a state mr-rkoting society vMch 

>in turn is also affiliated with the d istric t marketing society. A. national 
marketing society was recently organized but since this is of recent ori?ln, 
he said there is actually not much to talk nbout y ''t.

Mr. Joglekar then classified marketing soci'-tles 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 1st type of marketing society is confined to 
profitable marketing of the members' produce. This system are usually 
suoported by big farmers.

The second type of narketing society does business this wayJ 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 i t  in the market as commission agents. 
Proceeds are remitted to the credit society which retains the amount of 
the loans i t  extended to members. He added that since marketing is done



upon instructions of the members,, i f  th-' price roaliziod is b irher , the 
benefit goes to the member as a Dersonnl of tho fnrmnr; i f  th? price
is low, i t  is a personal loss to that member. Ther;; is no common sharins; 
of profits or losses.

The third type is a marketing society -which xindertakes processing 
activities in the matter of disposal of the produce. For example, i f .  
sugar cane is to be sold as sugar cane, the scope of marketing is limited 
to nearby marketsj but i f  sugar cane is to be converted into sugar, the 
range of the market is considered vdder. I f  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,

^̂ inances required may be distinguished under three (3) categories -

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

( 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 kO% has to be provided as margin 
money by the society.

As to the construction of vnrehouses;, Mr, Joc:lekar s-.id this c-’n be 
done in two ways •

(1 ) Under various plans of India, there is a prc/ision for the 
construction of warehouses in a suitable placo and the state 
government gives financing to selected marketin'^ societies 
for construction of warehouses. 25̂  of this is subsidy and 
75% is by way of a loan to the society payable for fifteen 
(15 ) years.

( 2) Working capital is also provided in the form of merchandising 
loans or comjnodity 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 equipmentj and

(3 ) long term loans for processing fac ilities .



Mr,. Rana then asked Mr, Das to make supplementary explanations i f  he 
had any and Mr. Das said that the Central Bank usuall.y e;ives lonns to apex 
banks at the rate of 2--l/2 .̂ I t  is given during a?,ricultural sensom.
The apex banks then give i t  to the district banks and lastly to the bor
rowers. These, he said,, are usually short-term and medium-term loans,

Mr. Rana then at this point summarized the discussion by saying that 
Mr. Joglekar pointed out 5

(1) the importance of cooperative marketing.

( 2) the difference between prices ^ ich  the consumer pays and 
the Prices paid to the producers.

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

(4 ) 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 provinci.al cooDerative, Also, In the 
district, they have the district bank and in the provincial ooonerntivo, 
they have the provincial bank. They arssist the prim-’-ry sociiitj?-. So far 
as credit is concerned, it  is generated by the coop^rTti.ve bank. Finan
cing is  done both for marketing operations and for procossinr. So f';r r>s 
the marketing society is concerned, in India,, th"re is a marketing society 
in the primary marketing level - the irea where the products flow,.

Mr, Rana then added that in India, there are primary marketing so
cieties 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 itse lf. The function 
of this higher structure is to help the producers in the marketing opera
tions so that the farmer receives higher prices for his products when the 
proper time comes for the sale of the product.

After this, Mr. itana said that Mr. Joglekar pointed out the need for 
storage of products ^iiile awaiting better prices.

Next, Mr. Joglekar dealt with processing. I t  actually means to im
prove the quality further, Mien the quality of a commodity is improved  ̂
i t  becomes more attractive to the consumer or the dealer and that helps 
in the increase of prices,



Then, Mr. Joglekar outlined the various Idnds of lon,ns i.vhich ire 
required by the marketing society and the prcccssin" society,- One type 
of loan required is the loan by the farmers when he dnvosits th  ̂ produce 
•with the marketing society. I f  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 75̂  the value 
of the -tyiiole loan applied for. The loans are also necessaiy for construct- 
ing warehouses. This is  provided by the government itse lf,

This, Hr. %na said, forms the complete capital structure of a mar
keting society. However, he said that i f  the society has its  own funds to 
loan out, the position of that society is very strong. So, i t  is important 
for ."in 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 d ifficu lt to undertake in the Philippines 
because of the various kinds of palay deposited by members. 
No member is willing to pool his 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 being 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 nf'this.

(3 ) '̂ '̂ '̂ -rieties may also be reduced in another manner. An example 
\r\s fTi.ven by Mr. Rana by citing the Cotton Act of India isAiich 
provided that in a certain area, a certain variety of cotton 
should be raised, and no other.

(4; The rate of commission charged by the marketing societies 
in India for marketing the produce of their members is one 
( 1^) percent.



(5) The farmers in India do not pa?/" interest Per the nd'/'-'nce 
prices they are given for the products depositad as these 
are not in the concept of loans, said Jo^lskar. Mr. 
Mendoza at this point distinguished between advance price 
for commodities deposited for v\hich the fanner does not 
pay interest, and the commodity loan 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 vfcich 
the farmer-depositor pays interest. Serious thoughts 
therefore have to be given to generate sufficient funds 
within the FaCoMa its e lf so it  can take care of the fund 
requirements of its members.

••
(?) 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 vdien the time requires, that 
is #ien the price is high. The other type has the mar
keting society as his marketing agent and -viriien he needs 
financing, he w ill get the fund from the mariteting society 
as his selling agent. He takes the responsibility of 
losing and gaining for the sale of his products.

( S )  There are so-called food zones in Indi-< . There are some 
states vdiich grow only rice and some grow only -wheat. The 
food zones are created so the different states grow spe
c ific  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 nrices. But i f  the produce is too much, the 
go/ernTient supports the prices by telling the producers 
th' t is willing to buy products at rates higher than 
the market prices. . The government also sells the 
products at lower prices.

(10) In i 960, Mr. Mendoza said, when the ACA was created, there 
were efforts made by Don %cente Araneta to coordinate the 
activities of the government and the FaCoMas in this as
pect, In fact, RCA officia ls were exploiting the possibility 
of letting the FaCoMas participate in the stabilization 
of the prices of commodities. The ACA then submitted a



detailed implementation of this objective and tho FaCoMas 
made i*ecommendations thixjugh #iich to stabilize th? price 
of ri.eei Unforttinately, some of the me'mbers of the Council 
•( îch sat down thought that the FaGoMa 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'feo that our voices can be heard in 
Congress but T̂ .at 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 cooi^Jinate with the 
government in this regard.

Dr, Ifebbun then said the sugar bloc in the Philippines- 
is strong enough to get itse lf heard by the government'

( l l )  Mr. Joglekar cited an instance in India viiere a strong 
cooperative marketing structure resisted a low-priced rate 
fixed by the government for cotton. The farmers were 
advised not to se ll their cotton and the marketing socie
ties were financed temporarily by the banks in order that 
the farmers could hold oh to their stocks. There was some 
legal fight regarding the -price of cotton "md on̂ the 46th 
day, the government gave a higher price for the commodity.

Mr. Rana before closing the session surrumrized the proceedings so far 
by saying that firs t, the question r'gnrdl r>ool3n" \rns discussed and the 
conclusion was reached that only selected v^i.rleties should be pooled -nnd 
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 firs t includes interescL-ln 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,

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.



by

Mr. V. M. Joglekar 
General Manager 

Maharashtra State Cooperative Bank 
I n d i a

1. In order to improve the economy of the farmers, building up of suit
able credit agencies w|thin the cooperative strqcture becomes necessary. 
This, by itself# does not, however, bring about the desired improvement 
unless activities connected with the disposal of harvest are also under
taken simultaneously. As a matter of that, credit without marketing is 
not effective. It  is, therefore, no wonder.that cooperative marketing is 
being urged now ever than before.

2. A marketing system has to perform a variety of functions beginning
has to perform a variety of functions beginning with collection of farm
produce  ̂ grading and cleaning, trariiporting to marketina centres, secur
ing reasonable yield for the producer, by undertaking i f  need be* some 
ptodessihg operation, finding and developing new markets and la s t ly/  
realizJuog.credit dues from a farmer on behalf of a cyedit soc iety/

3. A ll of the cooperative marketing societies, however, do not neces
sarily undertake a ll these functions and i t  is possible to distinguish 
one from the other and grouped in three broad categories as under:

(a) Marketing societies not undertaking any responsibilities 
of realisation of Cl*edit dues;

(b) Marketing societies linked with credit societies;

(c ) Marketing societies Which undertake pooiingt grading
and processing and ate also linked with credit societies.

4. A marketing society falling under the f irs t  group consists of far- 
erms who iaris not necessarily members of credit societies but who come 
togethet to improve by joint endeavours one their marketing costs as 
well as prices. These societies, therefore, function as i f  they are 
the marketing departments of the member farmers,

5. A marketing society falling under second group can hardly be said 
to be undertaking any cooperative marketing i f  it  merely acts as a 
commission agent for the sale of member's produce. I f  higher prices 
are realized^ the benefit goes to that particular member. Similarly, 
i f  lower prices are obtained, it  is the loss of that particular member. 
There is  no joint effort of sharing the risk of qain. profit or loss.
I f  a nianiber does not want to sell the produce at a p a r t i c u l a r  time,
he can wait on his own for better prices and all that the society does 
is to act on. his iostzuctibos.. A pledge finance is made available to



him, i f  necessary. The sale proceeds, when collected, are remitted to 
the credit societies towards recovery of production dues.

6, A marketing society in the third group takes charge of the meRlbeiX̂ s 
produce soon i t  is harvested. After trinsport to a point, the produce 
is pooled and graded and stored ready for the market. Processing by 
itse lf  is more or less complicated and specialized. No farmer can pro
cess his product on his own and i t  is the marketing society which should 
undertake it on i)ehalf of the body of its member is. Through the medium 
of processing, a producer farmer goes nearer the consumer thereby secur
ing for himself a major portion of the price spread between him and the 
consumer. The sale proceeds are pooled after deducting the various 
costs such as transporting, grading and processing, etc. The balance 
represents the aggregate price fetched. On the basis of whi«5h price to 
be paid per unit to a member farmer is worked out. This final settle
ment takes some time, but* in the meanwhile, the small farmer may need 
money for his domestic needs. The marketing society* therefore, pays 
him some amount as advance price, pending determination of final price,

7, In under developed countries where majority of farmers are small 
producers* an assurance of realization of production credit goes a 
long way in creating a situation under which larger production credit 
can be dispensed^ i f  necessary, for increasing farm production even 
through there may be no tangible security except the farmer’ s capacity 
to get higher yield by intensive and extensive cultivation.

8, The society in the f i r s t  group needs financial accommodation much 
in the same way as a trader or a businessman and there should be tio 
difficulty for a cooperative bank in allowing a pledge finance. A
m ijrketing society in the second group also needs finance. This 
t‘inc:nce, is no doubt, purposive in the sense that there 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 really mean finance for coopentive 
marketing. The finance required by a marketing society falling under 
the third 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 — for incurring expenses of 
transport, running the processing plant, labour, etc.; <c) margin 
money — for block capital and working capital,

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



15 usually available tiJ the extent of 75% of the pirice of produce. The 
maxffin--6f 2 ^  has to be Aiade available by the society. In a coojpeiratiye 
ma?:ketingi the membeis supply shaxe capital primarily to Obtain and gain 
from tfte se«yices and they have no eye on the re tu rn  on the cap it ia l .  
Thei* contribution, therefore, is very much l e s s  with the r e s u l t  that  
adflqua.te share capital is not always available with cooperat ive  market
ing 50cieti#S> In India, the State Governments are  contt lbut iRg  to the 
share capital of cooperative marketing s o c i e t i e s  out of long-term loans  
made available to them by the Central Government. The working c a p i t a l  
should be made available by cooperative banks. Block c a p i t a l ,  however,  
beinq of a long-term nature, should come from the long-term financing 
agencies like Industrial Corporations or the Government.



POSSIBILITIES OF COOPERATIVE CREDIT 
ORGANIZATIONS SOPPtEWTIN^ AND 

EVENTUALLY REPLACBVG GOVERNMENT AfiENClES J./
/'

By

Dir., FaMo N. Mabbun 
Economist and Cooxdinatoi, Livelihood Depaictnjent 
Philippine Ruxal ReconstTuetion Movement (PBRM)

INTRODDCTION

One of the main obstacles to Incjteasing acvicultutal production 
is the lack of fac ilit ies  for the provision of credit to farmers, par- 
tlcalarly to small faafraers. Activities in the field  of Agrjcultural 
Credit should therefore have an important place in oiir programme of 
agricultural development.

The main purpose of agricultural ciredit is to supply the fa»me* 
with the working capital (short-term credit) and the investment capital 
(medium-term and long-term credit) he needs in order to improve and 
increase his productive capacity, to improve and expand his operations.

Agricultural credit, besides being a source of funds at reasonable 
cost and adequate terms, can also be a valuable instvument fo« imple<« 
meriting agricultu»«l policies. I t  is in this respeet# I believe, that 
we are very interested in discussing the various aspects • !  agficultutal 
credit and in exploring the possibilities of cpope»a|ive organizations 
to provide such credit. This is because i f  is bfil*Tfd that agricultu
ral credit is important in the implementation of the new agricultural 
policy of our Government as exj^wessed in Republio Act 3844, othenwlse 
known as the Land Reform Code,

Public lnstltu|ifln^ afe usually essential i f  agricultural cfeclit 
is to be effec|;^ve^ But wM f̂e private fac ilit ie s  are providing Cfed|t 

reasonable 1  ̂ l 8 usually be^fer to use public faciJHies iiO
supplement 0* cofjjplnment them, and assfst them to improve their «efviees 
rathe? than j>uf tiiem OHt of existence ih^ough competition, Where ihey 
are «n fa t l8fa^i©iy| It gejiefajly ^he case with private mojieyvlenders, 
regulatoify meaf^|^| way be npceitsary to direct them to pive saHsfactOfy 
service. But legufation alpnef as shown by our own expedience with 
uaH^evSf l i  Sfiejom effe<!(|i¥e| Oui: failufe to isgulate the usurious 
piaeMces of pflvate nroneyrUwders has led to the promotion of fhe 
organization inq dere}op0 | cooperafive credit societies, wIiQh 
afa intended tt eveiif^triy fep|ace the usurers,

J,/Pape» read on December IB  ̂ 1963, at the Nati'^n«|l Seminaf on Ag?icul' 
tufal Cooperation fpn|oir#d M n U y  by lfi|M)|#tio|ia^ IJojipefaiitre AJJliflce 
and the Central Co(»peiiit|ye txchinge, Infi,, held *t Baguio pitjr,
16-22, 1963,



The limitation of funds for̂ agricultutal credit is another major 
problem. The low output of most of the farmers limits the accumulation 
of savings which eould be used for financing acjr iculturej  and pub l ic  
saving tends to be used in undertakings other than a g r i c u l t u r e ,  Thus^ 
wheire fpportunities fo* investment in ag r i cu .H urc  are oseat  and demand 
fer agricultural credit far exceeds the a v a i l a b i l i t j ^  of fiinds. p r iv a te  
financing institutions have been more in c l in ed  to iCKd to tnoro liquids,  
seeuve and lucrative types of enterprise, and liave shnw,i a lack o f  i n -  

, tenest in agriculture. This phenomenon i s  taking  placc in our midst .  
While our agricultural development requires a g rea t  deal o f  funds,  we 
see many new books, with large amounts of capital, being established. 
These lend practically a ll their funds to conmercial and industrial 
enterprises. For this reason, the capital of most of our agricultural 
credit institutions is provided, or at least guaranteed, by the govern
ment.

A natural consbquence of the limited funds is that private money
lenders are s t i l l  the most important sources of agricultural credit 
(about 82% of the small farmer's credit need as indicated in a study 
conducted by the College of Agriculture, University of the Philippines) 
in this country. As long as this situation continues. Indebtedness will 
be the g re a t e s t  handicap of the small farmers, their crops will continue 
to be pledged before they are grown or harvested, the prices received 
by them will be well below market levels and their small income will 
continue to go directly to their creditors.

With the foregoing introductory remark, I shall now discuss the 
sources of agricultural credit with the view to pointing out the pos
s ib ilit ies  of cooperative credit organizations supplementing and 
eventually replacing government credit agencies.

Sources ( Supply) of Agricultural Credit

I t  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 normally implies that the debt cycle be repeated to 
maintain the farmer’ s position.

I t  should be the primary objective to use credit to promote a 
cumulative increase in output: convert static to dynamic credit. But 
we shou ld  not expect too much to be achieved by credit toward this goal. 
The b u lk  o f  the credit for working expenses will normally be required 
VO r a i n t a i n  levels of production, even i f  the over-all result is to 
pjjomote growth. Although the aim is at a progressive increase in Out
put, the process may be discontinuous. Improvements occuar leading to 
an expansion of output* which is held for some time until a further 
advance is not possible. Meanwhile adequate static credit is necessary 
to sustain the position.



In Older 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 
improve the conditions under which it is given. A reduction in cost 
not only improves the share going to the farmer, but also makes i t  
possible to undertake investments which otherwise would not be economic. 
The latter result will also require that the terms of repayment and the 
length of loans are adjusted to the convenience and capacity of the 
farmer as affected by additional income from the use of the loan. (3)
To integrate credit with assistance in applying new techniques and pro
moting better farm management.

Credit will only be dynamic when confined to those farmers who 
have actual or potential capacity to produce beyond the amount needed 
to sustain the minimal levels of consumption requ i red  fo r  hea lth  and 
efficiency, meet charges and repay the loans. This  i s  becausc the  
resources of the credit system should be regarded 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 submarginal 
farmers may be taken care of by other agencies of the government. They 
should not be the responsibility of the credit system.

As to sources of agricultural credit, the All»-India Rural Credit 
Survey, gives this significant finding. About ^  of thie credit needs 
of farmers is supplied by money-lenders, landlords, merchants and similar 
individual lenders. The rest is supplied by government, cooperaatives 
and other sources. The following tabulation shows the sources of agrl-
cultural credit in India, Japan and Thailand.

Percentaae of total borrowina
Sources of Credit India Jaoan Thailand

Government 3.3 5,8 0.2
Co-operatives 3.1 36.9 14.0
Relatives 14.2 46.1 55.4
Landlords 24.e ) 5,7 )
Professional Money-lenders 44.8 ) - ) 27.3
Traders & Commission Merchants 5.5 •»

Othert aotjroes 2.5 5.5 1,1

Credit for farmers* especially small farmers, may be supplied by 
any o f the following sources:

1. Merchants or Traders. There are two types of merchants who 
supply credit to the farmers. The first is the storekeeper in the 
barrio. The practice of this type of merchants is to allow credit on 
day-to-day sales repayable in farmer's produce after harvest. The 
storekeeper is said to reap profits on these credit transactions at 
the rates of 100% to 250% per annum. The barrio storekeeper may also



lend money on the security of land, animals, jewelry, b... _
interest similar to those charged by other small money-lenders. His 
advantage over 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 bett«r position in regard to repayment. The second type of mer
chant is the trader or broker dealing in agricultural produce. He makes 
advances on standing crops at high tates of discount. The advances are 
sometimes conditional on the whole crop being sold to the trader making 
the advance. This system of advanced sale may be truly oppressive to 
the farmer!;. Th is  system is common in the case of our fruit crops.

2« Landlo?rds. "Advances” or loans made by landlords constitutes 
an important source of credit for our tenant farmers. These loans should 
not be confused with the "contributions” made by landlords to the expen
ses nf share-cl 'oppers and other "partnership” tenants, which are not 
o?dina? i iy  repayab le .  The loans made by landlords to their tenants are 
repayab le  (usually in kind) at harvest. This practice is encouraged by 
the weak position of the tenant in a lending market, which requires land 
or other forms of assets as security for loans. I f  the landlord himself 
borrow from banks or money-lenders to lend to his tenants, the interest 
charged is necessarily higher than those charged by the sources of the 
money for making the loans to the tenants.

3. Private Money-lenders. The term "money-lender” here refers to that 
type of money-lender with  whom the small farmer has tc deal. Even in this 
restricted class we must draw a d i s t in c t i o n  between clcseiy o^cganized 
large firms and the small  l o c a l  mf.ney-lendei- i'/hosc total iva i lab le  cap i ta l  
may be less than the cash ba lance  c x d in a r i l y  kept in a smfiil branch of a 
commercial bank.

Money-lending as a profession ranks low in popular 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 farmer, who becomes 
deeply indebted to professional money-lenders, has l i t t le  chance of
operating h is  fas;m efficiently and profitably. It  should be noted that
the degree o f  harshness and greed displayed by a money-lender in his 
transactions tends to va ry  inversely with the volume of this business.
The sraail money-lender g e n e r a l l y  demands usurious interest and conducts 
his  businoss with r e l e n t l e s s  severity.

There i s *  homvexc another side to the operations of  agricultural 
money-lerdeys. Their  risks are high, and the staff each must employ fo» 
the e f f i c i e n t  conduct o f  his business must be trustworthy and well paid. 
There is also the important fact that the cost per monetarv unit lent
in extending credit rises rapidly in inverse ratio to the amount of the
individual loans. It is also important to note that rates charged by 
money-lenders vary with the known character and re liab ility  of the bor
rower .



Since money-lenders and merchants are s t i l l  the roost important 
sources of short-term credit for our small farmers, cooperative credit 
societies are b«incj developed with the hope that eventually the coope
rative credit societies will replace these sources.

Private Mortaaoe.The type of private mortpage common in our 
rural areas is the usufructuary mortflaoe. Under this the mortgagor 
surrenders possession of the mortgaped land until the debt is paid,
Jn some form of this private mortgâ je liquidation is effected after 
the expiry of a definite period without repayment of the original loan 
or payment of interest. In others, the mortgage is for  an indefinite 
period and is liquidated on repayment of the original loan. This latter 
transaction is clearly by nature of  conditional sa l e .  Another extreme 
form of this kind of mortgage is one which, i f  the loan i s  not repa id  
at the end of a prescribed period, the land passes automatically to the 
mortgagee. This source of agricultural credit, however, is not very  
important at present in our country.

Private aorifcultural banks. - These sources are represented by 
the rural banks and the private development banks. The rural banks are 
growing in importance as sources of credit for our small farmers who 
have the assets to offer as security for loans. The private development 
banks are s t i l l  very new and their role in the provision of agricultural 
credit is s t i l l  very insignificant.

6. Government. There are two forms of governmental sources of 
agxicultural credit. One is the government Department or instrument* 
which is given an allocation from the regular annual budget for lending 
to farmers, such as settlers of newly opened settlement; and the other 
constitutes government banks or financing agencies. These government 
sources of agricultural credit extend short-term, medium-term and long
term loans to our farmers.

I would like to discuss here the role of the former Agricultural 
Credit and Cooperative Financing Administration (ACCFA) in providing 
credit to our small farmers and in assisting the development of agri
cultural cooperative credit. Since time does not permit a detailed 
account of the operations of the former ACCFA (now the Agricultural 
Credit Administration (ACA), I shall mention only in general what i t  
could have done to develop the Farmers’ Cooperative Ma»l#ting Associations 
(FaCoMas) as effective cooperative credit institutions for providing 
short-term 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 farmers, through the FaCoMas.
It  also extended long-term credit (for 10-year period) to the FaCoMas 
in the form of fac ility  loans to construct or acquire warehouses and 
processing fac ilit ies . I f  more emphasis were given to increasing the 
share capital of tĥ e FaCoMas in order to enable them to accumulate funds 
of their own to gradually make crop loans to their members, they could 
have developed to supplement or complement the lending service of the 
ACCFA. I f  this idea were implemented, the FaCoMas could have developed



to be  inc!epen(ient of the ACCFA, f i r s t ,  cs o source of crop production loans  
and l a t e r ,  as t h e i r  c a p i t a l  increased ,  as a source o f  commodity loans.
This would have l e f t  the provi-sion o f  only the long-term f a c i l i t y  loans 
by the  ACCFA to  the FaCoMas for financino the acquisition and construc
tion o f  p rocess ino  f a c i l i t i e s  and warehouses. I t  it' hoped thet with the 
reprga^ l izat lon  o f  the ACCFA, brouoht about by the Lpnd Sefo ;; Code, the 
A g r i c u l t u r a l  C re d i t  Adm in is t ra t ion  wil l  have ample opportunity to develop 
the remaininp  FaCoMas and other cooperat ive  credit  societ ies that w i l l  
be oircianlzed as e f f e c t i v e  sources  of short- term and medium-term credit  
for  our small  farmers.

The government banks, such as the Development Bank o f  the F h i l i p -  
pines and the P h i l i p p in e  N a t io n a l  Bank, should provide  the long- term  
c r e d i t ,  or mortgage loans ,  needed by our fa rmers .  These government 
banks, p a r t i c u l a r l y  the P h i l i p p in e  Nat ional  Bank, should continue  to 
supply the short - te rm crop  production loans and loans for  marketing  
purposes needed by our b i g  farmers .

7. C o o p e r a t i v e s . In theo ry ,  cooperat ive  c r e d i t  o rgan izat ions  are  
the b e s t  p o s s i b l e  form o f  c r e d i t  in s t i t u t i o n s  fo r  the small fa rmers .
C lose  l o c a l  knowledge, which i s  the main e s s e n t i a l  to the success o f  
banking and the lack  of which i s  the most f requent  cause o f  f a i l u r e  
in a g r i c u l t u r a l  banking, i s  inherent in the usual cooperat ive  s t ructure  
of primary societies, district or provincial federations and central 
association, each higher unit of >̂ iich is normally built up from the 
local society below. In practice, however, there have been many fa i l
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 cooDerative.
In these cases careful education in these principles is essential.
Too often the farmer has been encouraged to run before he has learnt 
to walk, and it  must be admitted that the farmer is  usually very slow 
in learning to walk securely.

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

Possihilities of Cooperative.Credit 
Organizations to Supplement and Eventually 

Replace GrnvRmmffnt Agencies

Experience in other countries indicates that cooperative credit 
societies have been successful in providing shprt-term and medium-term



credit needed by farmers. Long-term agricultural credit, however, has 
not been successfully provided by cooperative credit organizations, 
except in very few countries, .̂ ue largely to the lack of adequate funds 
at their command. Agencies vrfiich provide long-term o:'’ mortgage credit 
inust have access to large amounts of..capital. This mn-nn that ii;uch of 
this capital must come, from outside the community. %pert m-amgement 
is also, necessary in order that the siippliers of funds may be assured' 
of the safety of their. investments, Fu.rtherm.ore, suc.cess in coopera
tion credit requires continuity of active interest, need and supervi
sion. .T̂ en 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. I t  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.

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 FaCoMas, 
have provided loans to small farmers who could not avail of the faci
lit ie s  offered by government banks, because they do not possess the 
assets required by the banks as security for loans. This supplementary 
service, I believe, w ill continue to be provided in increasing volume 
as more and more cooperative credit associations are organized and de
veloped, But even i f  cooperative credit organizations will be developed 
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 s t il l  supplied by private money lenders^ mer
chants, traders, landlords and professional money-lenders. These sources . 
charge usurious rates of interest on loans (usually short-temi 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 fac ilities  of banks and other 
financing institutions, because they have l i t t le  or no assets to uae as 
security for loans and >rtio are generally the victims of usurers, w ill be 
provided the credit they need by their own cooperative organizations.
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However, farmers viho have property to offer as security for loans, parti
cularly the large landowners, w ill continue to use the fac ilities  .of 
government and/or private tianks and financing agencies. These big farmers 
generally do not need the ser^ces of cooperative credit institutions. .

The need for long-term loans, experience has also shown, has been V/ 
successfully provided by government said/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. I t  may therefore be concluded that, while agricultural co
operative credit organizations have great possibilities of supplementing 
the ciredit provided to agriculture by government agencies, and event
ually replacing private non-institutional sources of credit such as 
private money lenders, landowners and merchants, i t  will be hardly 
possible for agricultural cooperative credit institutions to replace 
government ' credit agencies.  ̂ Government ci^dit agencies m il always , 
be necessary to provide the qapital for the expansion of the operations 
of agricultural cooperative credit organizations .̂ nd to meet the demand 
of farmers for mortgage loans.



NATIONilL SEMINAR ON AGRICULTU&AL COOPERATION 

Baguio City December 16-22j 1963

QUESTIONS FOR. PI SCU SSION 

Section I: December 18, 1963

1. Wiat are the sources from nnd our-rjOi-'/.'S for v/hich f'’ncom'',s 

receive loa.ns for marketing operAtior;:? P.T.O.

Please discuss the adequacy of amounts rece5.ved Tnd 

specify additional purposes for xvhich lô .̂ns are required 

by Facomas for ma,rketing operations.

2* 'What are the possibilities of developing cooperative

credit unions for purposes of mobilizing savings and

giving loans for productive purposes to farmers?

3 . Please outline various methods by #iich Facomas could

be strengthened so that they could perform efficient 

services.

4. lAlhat type of an informational and educational programme 

should be developed by Facomas and other related agencies■ 

to create enlightened members and to develop leadership?



; m T J p N A L  SEMINAa ON AGRiCULTURAL COOPERATION 
Baguio City, Philippines

December 16- 22, 1963

DISCUSSION REPORT

GROUP I

A- Kinds of lonas

1. Comrvjodity loan - deals 4th oossiosc^^tt*.''

2. Facility loans - not all are 6 r the ptrpose of irarketing.

3. M&rchandising loans.

B, Sources

1, AC A  (ACCFA)

2, Rural Banks

3, Private Persons

C, Purposes:

1. Comnjodity loan - amount given to depositor e ; usually 8C% of the 
value given to the farm ers to give them opporturdty for better prices.

2. Merchandising loan - type of loan given by /.CA (ACCFA) to the 
FAContias for purchases to individual members.

3. Facility loan - type of loan given by ACCFA to Facoma to construct 
facilities for storing, processing, and transporting such as trucks, 

warehouses and driers.

D, Adequacy;

1. Facility - adequate

2. Commodity loan )
) - inadequate k outside sources were sought

3. Merchandising loan )

E. Additional Purposes;

1. Merchandising loans - stopped since 1%%, they should be resumed to 
help the Facoma adequately.

Only Facomas engaged in merchandisin£- cpuracions have sur^n.ved< 
Unfortunately, this operation was later on held to be illegal.



II*  Possibilities

1» ■̂̂ m.bers of âCoM̂ g should become m'̂ nibers of the credit 

union in order to encourage savir'-'s înd ediic’'te tliem on 

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

2.-^ney borrowed by members may be used for production 

purposesj

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

because you can only belong to one community;

4. % ile  there are possibilities of graft because of dishonest 

offic ia ls, these may actually be reduced since the treasurer 

holds at least very l i t t le  money and are bonded. This bond ' 

is increased from time to time.

I I I .  1. Re-screening of members and officials of the FaCoMa;

2*-More systematic educational and informational campaign for 

effective member support mth the aid of other s-ovemmental 

agencies identical >ri.th those involved in the land reform 

program;

3. More government financial-support but with less government 

intervention esoecially on management, except in the matter 

of audits Tfl̂ iich the government has to perform to protect 

its funds; '

4. Stop government importation of rice which could hinder the 

growth of FaCoMas;



5» Discourage political intervention especially in loan appli

cations;

6, Members of the Board of Directors should set an example of 

good loan paying habits;

7*^tab lish  cooperative stores as trading centers for members;

8. .A, more realistic and practical tie-up, between the CCE and the 

trading activities of FaGoMas;

9. Determining ways and means by î̂ ^̂ ich FaCoMa capital can be 

increased;

10. Hequest that fertilizer distribution be given to the FaCoMas 

v/ho know the farmers better, .through the CCE agency;

11, Intensive training of management o ffic ia ls . .

IV. , 1 ,  Protif̂ r information be Placed on bulletin boards about daily 

accomplishments;

2,. Publication of deserving FaCoffes through movies; ■

3. .Distributing patronage dividends no matter hovf sm,ill during 

annual meetings;

4. Leaflets to be given to members.-



Group Discussion, December 1^, 1963 
Undertaken by Delegates in National Seminar 

on Agricultural Cooperation

GROUP I I

( l )  What are the sources from and purposes for v̂ iich FaGbMas receive

loans fof* m.arketing operations? P.T.O. Please discuss the adequacy 

of amounts received and specify additional purposes for which loans 

are required by FaCoMas for marketing operations..

Sourc es: 1, ACA

2. CCE

3. PNB

4. DBP

5. Rural Banks

6c Private merchants

Adequacy:

1. Construction of rice mill and availability of trans

portation fac ilities  for commodity deliveries;

2. In case FaCoMas have no, fac ilities , these should be 

provided by the ACA;

3. Loan for sacks are necessary,

\2) ■'n=at are the possibilities of developing cooperative credit unions 

for purnoses of mobilizing savings and givi.ng loans for productive 

purposes to farmers?

1. Existing credit unions should be expanded so as to include 

FaCo% farmer-members; in cage there are none, credit unidns 

should be organized and established;



2. Information can be secured from C.\0 and the Central Co

operative Educational Board, Isabel Building, Comer 

Espafia-Isabel streets;

Contact the Commercial Cooperative Officer^ 

i3) Outline 'various methods by T̂ rfiich FaCoMas could be strengthened so 

thnt they could perform efficient services.

1. -Realization of FaCoMa-owned capital for his ovm use;

Z. Proper screening of members and officers of FaCoMa;

3. Extensive educational information;

4... Maintain good public relations with both government and 

non-government agencies;

5. Putting up FaCoMa. stores;

6. Cood management is needed:

7, FaCoMa should engage in the certified seeds production 

project;

8, Construction of soil laboratory within the FaCoMa,

(4) Wiat type of an informational and educational programme should be

developed by FaCoMas and other related agencies to create enlightened 

members and to develop leadership?

1. Intensify campaigns on barrio and sitio level-;

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

ooiEpanies for advertisements;

'3 . Translation of available credit guides to the respective 

d-’ alects of the barrios;



4. Radio interviews}

5, Provide the members' barrio centers with cooDerative 

reading materials;

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

7. I f  the cooperative is in a position to have newsletters 

printed and circulated.



Baguio City, Philippines 
December 16̂ 22; 1963

A G E N D A

for

THURSDAY. Deoembei: 1963

0:00- 9:45 A;M. Plenary on Sectioft I

9:45-10:00 Coffee Break

10:00-11:00 Plenary on Section I (Cont’ d.)

SECTION I I

11:00-12:00 Organization of Cooperative Complex Functions

Introduced by: Mr. Solomon G. Cabrera
Head, Cooperatives Department 
Agricultural Credit Administration 
M a n i l a

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

3:00- 4:00 System of Market Intelligence and Information

Introduced by: Mr. J. M. Rana
Deputy Director
International Cooperative Alliance 
I n d i a

4:00-4:15 Coffee Break

4:15- 5:00 Discussion



paSAMIZAHON OF TM  CQQPSRATIVE CQMPLM „
FUNCTIONS TO- BE PERFORMED AT DIFFERENT LETELS-

By

Jfr. Solomon G. Cabreita 
H ead, C o o p e r a t iv e s  D epartm ent 

A g r i c u l t u r a l  C r e d i t  A d m in is tr a t io n  (ACA)

A , Gene red  C o n s id e r a t io n s

PaCoH as h a v e  o r ig in - T l ly  b e e n  in te n d e d  t o  o p e r a te  on a  m u n ic ip a l 
b a s is  b e ca U ss  t h e y  were t h e  a g e n c ie s  th n y a # i v iitc h  ACCFA w ould  exten d  
lo a n s  to  s m a ll fa rm e rs v  I n e v i t a b l y , . . on a c c o u n t  o f  t h i s  p o l i c y ,  a 
’’m u lt i- p u r p o s e ” o r g a n iz a t io n  em erged w ith  c r e d i t  a s  th e  main m o tiv a t io n  
f o r  m em b ersh ip ,- F a rm ers , r e g a r d le s s  o f  t h e  c ro p s  th e y  r a i s e d ,  w ere 
a llo w e d  t o  o r g a n iz e  o n ly  one FaCoMq in  a r^  g iv e n  l o c a l i t y . .  L a t e r ,  how^. 
e v e r ,  a s  i n t e r e s t  s h i f t e d  t o  co o p e ra tiv is  m a r k e t in g , which i s  supposed t o  
b e  th e  p r i n c i p a l  b u s in e s s  o f  FaCoM as, f a m e r  g ro u p s foxind i t  d e s i r a b le  
to  o r g a n iz e  on a conm iodity b a s i s , . . ACCFa p o l i c i e s  had to  b e  co rre sp o n d 
in g ly , m o d if ie d  to  a l lo w  t h e  fo rm a tio n  o f  s in g le - c o n m o d ity  FaCoKas s id e  
by  s i d e  w ith  t h e  g e n e r a l p u rp o se  F a C o M a s...

I t  i s  b e l ie v e d  t h a t  a  co m b in a tio n  or m ixed p a t t e r n  o f  oi*gani3 a t io n  
r a t h e r  th a n  a r i g i d , - o n e - p a t t e r n  s e t - u p  i s  more i n  k e e p in g  w ith  th e  
v o lu n t a r y  m t u r e  o f  c o o p e r a t iv e s .  I t  w i l l  a l s o  p erm it s p e c i a l i z a t i o n  
w hich j^ o u ld  r e s u l t  in  e f f i c i e n c y  and e n a b le  fa rm e rs  to  ad o p t th e  ty p e  
o f  o r g a n iz a t io n  t h a t  i s  b e s t  s u i t e d  t o  t h e i r  c ir c u m s ta n c e s  and th e  
p e c u l i a r i t i e s  o f  t h e i r  c r o p s .  I n  t h i s  c o n n e c t io n , i t  w ould p erh a p s 
be w o rth w h ile  t o  p o in t  o u t  t h a t  e v e n  in  t h e  U n ite d  S t a t e s ,  E hgland 
and th e  S c a n d in a v ia n  c o u n t r ie s , ,  w here c o o p e r a t iv e s  a r e  most a d va n ced , 
th e  s in g le - p u r p o s e  c o o p e r a t iv e  i s  g e n e r a l ly  th e  r u le , ,  and no d e f i n i t e  
o r  s c h e m a tic  p a t t e r n  o f  o r g a n iz a t io n  i s  v i . s i b l e . .

I t  m igh t a l s o  b e  h e l p f u l  t o  o b se rv e  t h a t  in  c o u n t r ie s  w ere co
o p e r a t i v e s  g e t  a  minimum o f  governm ent i n t e r v e n t i o n  and s u p p o r t ,  t h e y  
have a lw a y s  a t t a in e d  a h ig h  l e v e l  o f  p r o s p e r i t y  and s t a b i l i t y ,  ' On th e  
o th e r  h a n d , vfoere c o o p e r a t iv e s  a r e  prom oted and s u p e r v is e d  u n d er 
n a l i s t i c  governm ent p o l i c i e s ,  t h e y  a r e  r a t h e r  s lo w  i n  d e v e lo p m e r t.
T h is  i s  th e  c a s e  i n  th e  P h i l i p p i n e s  and i n  many o r i e n t a l  c o u n t r ie s ,

B< Two Main Types of Organization Needed

C o n s is t e n t  w ith  th e  b ro ad  o b j e c t i v e s  o f  ACA vJiich  a r e  t o  ra;3ke 
c r e d i t  a v a i l a b l e  t o  sm a ll fa rm e rs  un der l i b e r a l  te rm s and c o n d it io n s  
and t o  prom ote th e  c o o p e r a t iv e  m a rk e tin g  o f  a g r i c u l t u r a l  p r o d u c t s ,  two 
ty p e s  o f  c o o p e r a t iv e s  a p p e a r  t o  be neo«f!saryJ one c o n c e n t r a t in g  on  ̂
p r o d u c t io n  c r e d i t  and o t h e r  fa rm in g  s e r v i c e s ,  and a n o th e r  s p e c i a l i z i n g  
i n  mark e ta  n g . The two t y p e s  o f  o r g a n iz a t io n  h av e  t o  b e  l in k e d  t o g e t h e r ,  
h o w e v e r , i n  o r d e r  t o  p ro d u ce  an i n t e g r a t e d  s y s te m  and th e r e b y  m axim ize 
b e n e f i t s  t o  f a r m e r s ♦



By th e  n a tu r e  o f ' i t s  a c t i v i t i e s ,  a c o o p e r a t iv e  engaged p r ilh a id ly  
i n  p r o d u c t io n  c r e d i t  and o th e r  s e r v i c e s  h a s  to  b e  sm a ll l o c a l  organ
i z a t i o n  b e c a u s e  i t  has t o  d e a l  d i r e c t l y  w ith  i n d i v i d u a l  fa r m e r s . One 
th a t  w i l l  en g a ge  i n  p u r e ly  m a rk e tin g  a c t i v i t i e s  w i l l  have t o  b e  a  b ig  
o r g a n iz a t io n  i n  o r d e r  t o  a c h ie v e  th e  econom ies o f  la r g e  s c a le  o p e r a t io n . 
The f i r s t  t y p e ,  b e ca u se  i t  w i l l  have in d i v i d u a l  fa rm e rs  a s  members, as 
laudi a s  p o s s i b l e  w i l l  h a v e  t o  l i m i t  i t s  o p e r a t io n s  to  one m u n icip a liig^ * 
The se c o n d  typ e>  t h e  m a rk e tin g  t y p e ,  mciy b e  o r g a n iz e d  on a p r o v in c e -  
w id e , r e g i o n a l  o r  n a t io n a l  s c a l e  d epen d in g on th e  volume needed  f o r  
eco n o m ica l o p e r a t io n s  an d  o t h e r  p r a c t i c a l  c o n s id e r a t io n s .  I t  msy be 
a  f e d e r a t io n  o f  l o c a l  u n i t s ,  a c e n t r a liz e d :  o r g a n iz a t io n  o f  i n d iv id u a l  
p r o d u c e r s , o r  a  c o m b in a tio n -ty p e  o r g a n iz a t io n  o f  l o c a l  u n it s  and b i g  
p r o d u c e r s .

L o c a l  u n i t s  h a n d lin g  p r o d u c tio n  c r e d i t  w i l l  h ave to  a f f i l i a t e  
w ith  an  o v e rh e a d  m a rk e tin g  o r g a n iz a t io n  a s  i n d i v i d u a l l y  th e y  cann ot 
in s u r e  l a r g e  enough volum es t o  w a rra n t e co n o m ica l m a rk etin g  o p e r a t io n s i  
They w i l l ,  h o w e v e r , h ave t o  u n d e rta k e  sanae m a rk e tin g  fu n c t io n s  as under 
P u b lic  A c t  3 4 2 5 , a s  amended, fa rm e rs  have t o  form  a  m a rk e tin g  co o p e ra 
t i v e  a lth o u g h  t h e  same c o o p e r a t iv e  i s  not p ’̂s v e n te d  from  b ra n c h in g  ou t 
in t o  e t h e r  a c t i v i t i e s  i n  t h e  s e r v i c e  o f  i t s  members. G o n d e n tra tio n  
o f  s m a ll  s c a t t e r e d  p r o d u c t io n s  i s  p erh ap s th e  i d e a l  m a rk e tin g  fu n c t io n  
f o r  a l o c a l  u n i t .  The l o c a l  u n i t  sh ould  a lw a y s  b e  i n  a  p o s i t i o n  to  
re n d e r  a t  l e a s t  t h i s  s e r v i c e  b e c a u s e  m a r k e tin g  c o n t r a c t s  w h ich  form  
th e  b a s i s  o f  ACA lo a n s  t o  fa rm e rs  c a l l  f o r  th e  d e l i v e r y  o f  t h e i r  
p le d g e s  ( c r o p s )  t o  t h e i r  FaCoM as. T h is  c a l l s  f o r  th e  o p e r a t io n  o f  
a t  l e a s t  a  s t o r a g e  f a c i l i t y  by each  l o c a l  u n i t  v iie n e v e r  e c o n o m ic a lly  
f e a s i b l e .

• M ii i t ip ie  Cnmmoditv V s , S in stle  C onm od itv A s s o c ia t io n s

S e v e r a l  a d v a n ta g e s  a r e  g iv e n  f o r  th e  h a n c ilin g  o f  a  v a r i e t y  o f  
co n sn o d itie s  i n  one o r g a n i z a t i o n .  Among t h e s e  a r e :  1 )  i t  a v o id s  th e
need an d  e x p e n se  o f  o r g a n iz in g  s e v e r a l  a s s o c i a t i o n s ;  2 ) I t  in c r e a s e s  
volum e o f  b u s in e s s  and c o n s e q u e n t ly  lo w e r s  p e r  u n i t  c o s t  o f  o p e r a t io n ;  
and 3 ) i t  makes c o n tin u o u s  o p e r a t io n  p o s s i b l e  e s p e c i a l l y  i f  th e  m arket
in g  s e a s o n s  o f  th e  d i f f e r e n t  c r o p s  h a n d le d  a r e  c o n s e c u t iv e .

The above-^ nentioned a d v a n ta g e s , h o w e v e r, do n o t  seem t o  have 
in f lu e n c e d  th e  fo r m a tio n  o f  s u c c e s s f u l  c o o p e r a t iv e s  b o th  h e r e  and 
a b ro a d . Our b e t t e r  c o o p e r a t iv e s  a r e  s in g le -c o m m o d ity  a s s o c i a t i o n s .
As a m a t t e r  o f  f a c t ,  we h a v e  y e t  t o  o r g a n iz e  a s u c c e s s f u l  r a i i l t i -  
com m odity c o o p e r a t iv e .  E x p e rim e n ts  i n  co m b in in g  f i s h  and r i c e ,  
p o u l t r y  and r i c e ,  e t c . ,  i n  one o r g a n iz a t io n  h ave  f a i l e d .  Many co
o p e r a t i v e s  o r g a n iz e d  a s  m u lt i  p i  e - c r o p  FaCoMas h av e  ended a s  s i n g le  
cro p  FaCoMfvs,



. I n  f o r e i g n  c o u n tr ie s ^  n o ta b ly  Denmark and th e  U n ited  S t a t e s ,  where 
fa rm e r  c o o p e r a t iv e s , nay b e  s a id  to  h ave a t t a in e d  th e  h ig h e s t  l e v e l  o f  
d e v e lo p m e n t, t h e r e  i s  a  marked p r e fe r e n c e  f o r  o rg a n isa ti^ in  on n c a n -  
m o d lty  b a s i s  r a t h e r  th a n  on a g e o g r a p h ic a l  b a s i s .  C o o p e r a tiv e s  i n  
th e s e  c o im t r ie s  h an d le  o n ly  one fu n c t io n  —  e i t h e r  m a rk e tin g , pur
c h a s in g ,  o r  s e r v i c e .  I t  i s  n o t uncoimaon t o  f in d  a farm er -who i s  a  
member o f  s e v e r a l  c o o p e r a t iv e  a s s o c i a t i o n s .  E x p e r ie n c e  must h ave 
ta u g h t  t h e s e  p e o p le  t h a t  i n  c o o p e r a t iv e  b u s in e s s  t h e r e  must b e  s im i
l a r i t y  i n  members p ro d u c ts  and i n t e r e s t s 4 F o r  i n  jo in in g  a c o o p e r a t iv e ,
a  f3'?eks s':r\''ice* f o r  h im s e lf  knd h i s  farm iii;; b u s in e s s  and n o t  an
in v e s tm e n t o p p o r tu n ity .

B akken  and S ch a a rs  i n  t h e i r  book ''The E conom ics o f  C o o p e r a tiv e  
M a iic e t in g " , v e r y  c o n v in c in g ly  d is c u s s e d  t h e  a d v a n ta g e s  o f  o r g a n iz in g  
c o o p e r a t iv e s  on a com m odity b a s i s  a s  fo llo w s ^

" 1 .  Common i n t e r e s t s  o f  th e  t o r ^ r s h ip ,  ar*e r e c o g n iz e d . 
P rob lem s o f  p r o d u c t io n , m arketing> i « g i s l a t i o h >  p r ic in g  and 
o t h e r  econcanic c o n s id e r a t io n s  d i f f e r  f o r  p ro d u c e rs  o f  u n r e la t e d  
p r o d u c t s ,  H once, i t  i s  more d i f f i c u l t  to  o b ta in  a  u n i t y  o f  
i n t e r e s t  i f  h e te ro g e n e o u s  p ro d u c ts  a r e  h a n d le d . G . H a ro ld  P o w e ll 
wrote i n  1 9 1 3 ,  *The members must be w e l l  a c q u a in te d  v jith  each 
o t h e r ,  t h e i r  aim s m ust be s i m i l a r ,  and th e y  m ust group  p ro d u c ts  
o f  s i m i l a r  q u a l i t y  and c h a r a c t e r  i f  t h e y  a r e  to  su c ce e d  when a s 
s o c i a t e d  w ith  one a n o t h e r ' .  Even th o u g h  p ro d u c e rs  o f  u n lik e  
co m n o d ititiS  l i v e  i n  th e  same community and h av e  c e r t a i n  problem s 
i n  common, t h e y  may n o t  b e  th e  b e s t  <x>operators i n  a m a rk e tin g  
a s s o c i a t i o n  i f  th e i^  i s  a g r e a t  v a r ia n c e  i n  th e  te c h n iq u e  o f  
h a n d lin g ,  i n  c o s t s ,  i n  m arket o u t l e t s ,  i n  s a l e s  p ro m o tion  p o l i 
c i e s ,  and i n  num erous o th e r  m a tte rs  r e l a t i n g  t o  th e  d i f f e r e n t  
c o m m o d itie s . D iv e r g e n c e  o f  i n t e r e s t  i n  th e  m a rk e tin g  o f  th e  
s e p a r a t e  co m m o d ities  te n d s  t o  s p l i t  t h e  m em bership in t o  f a c t i o n s ,  

h ouse d iv id e d  a g a i n s t  i t s e l f  ca n n o t s t a n d . '

" 2 ., H an d lin g  n n r e la t e d  com m odities r e q u ir e s  a d d i t io n a l  
f a c i l i t i e s ,  a d d i t io n a l  s p e c i a l i z e d  l a b o r ,  and g r e a t e r  c a p i t a l  
In v e s tm e n ts  th a n  d o e s  th e  m a rk e tin g  o f  com m od ities u s in g  th e  
sam e equipm ent and k in d  o f  l a b o r .  W h eth er o r  not an a d d i t i o n a l  
com m odity s h a l l  be  h a n d le d  d ep erd s upon th e  e x te n t  to  w h ich  th e  
l a b o r ,  c a p i t a l ,  la n d ,  and management o f  one a r t i c l e  may b e  u sed  
t o  e co n o m ic a l a d v a n ta g e  b y  th e  o th e r ..  I f  th e  f u l l e s t  u s e  o f  th e s e  
f a c t o r s  o f  p r o d u c t io n  can b e  made b y  h a n d lin g  s e v e r a l  co m m o d ities,, 
t h e n  th e  u n it  c o s t  o f  o p e r a t io n  f o r  e a c h  i s  lo w e r e d . I f  t h e y  do 
n o t  su p p lem en t each o th e r ,,  th e n  from  th e  s ta n d p o in t  o f  i n t e r n a l  
o p e r a t io n s  o f  th e  com pany i t  w ould b e  u n w ise  t o  com bine them 
u n d e r  one a s s o c ia t io n , .

"3 .. T h ere  a r e  l i m i t s  t o  th e  c a p a c i t y  and e f f i c i e n c y  o f  th e  
m anagem ent. The i n t r i c a t e  m aricetlng p ro b lem s t h a t  a r i s e  f o r  
e a c h  com m odity In  a  l a r g e - s c a l e  a s s o c ia t io n  r e q u ir e  w e l l - t r a i n e d



s p e c i a l i s t s ,  H ov;ever, i f  th e  n^ rketln .^  u p e m td o n s ?ind prtSKLfiias 
a r e  n ot g r e ^ it ly  d i s s i m i l a r  f o r  a v a i* ie t y  o f  r ’̂ 'oductg, th e n  har>d~ 
l i n g  s e v e r a l  co iiim o d ities  may ena.ble a m anager and h is  dex)artm ent 
h e a d s  t o  u t i l i z e  t h e i r  a b i l i t i e s  to  a f u l l e r  c a p a c i t y  and e f f i 
c i e n c y  th a n  i f  o n ly  one com m odity w ere m a rk e te d . The i s s u e  
c e n t e r s  a b o u t th e  econom ics o f  s p e c i a l i z a t i o n  and d i v e r s i f i c a t i o n * .

" 4 . The p ro b lem  o f  e q u i t a b ly  a l l o c a t i n g  th e  c o s t  o f  h a n d lin g  
s e v e r a l  d i s s i m i l a r  co m m o d ities i s  n o t  e n co u n te red  in  th e  s i n g le  
com m odity a s s o c i a t i o n .  I f ,  f o r  exam p le , h on ey and a p p le s  w ere 
m a rk eted  b y  one a s s o c i a t i o n ,  th e  s h e e r  d i f f i c u l t y  o f  a p p o r t io n in g  
th e  c o s t s  o f  o p e r a t io n s  b etw een  th e  two com m odities w ould  be 
s u f f i c i e n t ,  no d o u b t, to  c r e a t e  d is s e n s io n  b etw een  t h e  members 
m a r k e tin g  th e  d i f f e r e n t  p r o d u c ts . The f a c t  t h a t  a number o f  
m u lt ip le  com m odity a s s o c ia t io n s  h a n d lin g  d i s s i m i la r  com raodities 
had to  b e  re -o r ,^ a n ize d  on a s in g le -co m m o d ity  b a s is  due t o  in t e r n a l  
d is s e n s io n s  i n d i c a t e s  th e  s e r io u s n e s s  o f  th e  c o m p lic a t io n s  # ie n  
t h e y  do a r i s e , "

I n  v ie w  o f  th e  f a c t  t h a t ,  on th e  # i o l e ,  o r g a n iz a t io n  on a s p e c ia l iz e d  
corDmodity b a s i s  a n p ea rs t o  b e  D r e fe r a b le  t o  o r g a n iz a t io n  on a g e o g r a p h ic a l 
o r  m u l t ip le  co n m o d ity  b a s i s ,  l o c a l  u n it s  and l a r g e - s c a l e  m a rk e tin g  coope
r a t i v e s  s h o u ld  b e  o r g a n iz e d  on a s in g le  com m odity b a s i s ,  F o r  p u rp o se s o f  
a c q u ir i n g  and o p e r a t in g  s p e c i a l  f a c i l i t i e s ,  h o w ever, l i k e  a c o ld  s t o r a g e ,  
a  p r o c e s s in g  o r  a  ca n n in g  p l a n t ,  even  u n r e la t e d  com m odities may b e  h an d led  
i n  one a s s o c i a t i o n  p ro v id e d  th e  d i f f e r e n t  '’•om m odities r e q u ir e  th e  same 
equipm ent and t e c h n ic a l  s k i l l s .

D, O rg an i2 atlQn_.and-_Qperatioji o f  L o c a l  FaCpMas

L o c a l  FaCoMas sh o u ld  be form ed p r i m a r i ly  t o  e n a b le  s m a ll  fa rm e rs  to  
s e c u r e  ACCFA f in a n c in g  f o r  p r o c u c t io n  p u r p o s e s  and p ro c u re  farm  s u p p l ie s ,  
eou ip m en t and s e r v i c e s  a t  c o s t .  T h e ir  fa rm  c r e d i t  a c t i v i t i e s  m u st, 
e v e r ,  c o n t in u e  t o  b e  t i e d  up w ith  m a r k e tin g , f o r  w h ich  pujrpose a l o e a l  
FaCriMa m ust a f f i l i a t e  w ith  an o v e rh e a d  s p e c i a l i z e d  m a rk e tin g  o r g a n iz a t io n ,  
e s p e c i a l l y  i f  i t  ( th e  FaCoMa) d o e s  n o t h a v e  a d e q u a te  vo lu m e. The minimum 
m a r k e tin g  s e r v i c e  th a t  a F̂ ĈoMa h as to  r e n d e r  to  i t s  members i s  r e c e i p t  
and s t o r a g e  o f  t h e i r  p r o d u c t s .  I f  i t s  volum e w a r r a n ts ,  i t  may t a k e  f u r 
t h e r  s t e p s  in  th e  m a rk e tin g  ch a n n e l such a s  p r o c e s s in g ,  b u t  i n  a l l  in s 
t a n c e s  a  l o c a l  FaCoMa h a s  to  j o i n  an o v e rh e a d  s p e c i a l i z e d  m a rk e tin g  o r
g a n is a t i o n  f o r  th e  d i s t r i b u t i v e  f u n c t io n s .

I n  v ie w  o f  th e  d i f f i c u l t y  o f  r e c r u i t i n g  com petent m anagers f o r  sm a ll 
l o c a l  FaCoM as, th e  o p e r a t io n  o f  c o o p e r a t iv e s  a t  t h i e  l e v e l  sh o u ld  be as 
s im p le  a s  p o s s i b l e .  The more c o m p lic a te d  o p e r a t io n s  sh o u ld  b e  p e r fo m e d  
b y  a n  o v e rh e a d  o r g a n i z a t i o n ,  w h ich  b y  v i r t u e  o f  th e  volum e i t  w ould  h an d le  
c o u ld  a f f o r d  t o  h i r e  e x o e r t  m anaganent. U n le ss  o th e r w is e  w a rra n te d  by 
econom ic f a c t o r s ,  o p e r a t io n  a t  l o c a l  l e v e l s  sh o u ld  be l i m i t e d  to  th e



f o l lo w i n g  a c t i v i t i e s *  a )  L o a n in g  t o  membersj b) W arehousing; c )  R e t a i l  
s t o r e  o p e r a t io n  (fa rm  s u p p l i e s ) . A FaCoMa v^ ose o p e r a t io n s  a r e  l i m i t e d  
t o  th e  ab q ve a c t i v i t i e s  ca n  e f f i c i e n t ! ’ ru n  m t h  3; em p lo yees! a Jfanageir- 
Warehougeman, a  S e c r e t a r y - T r e a s u r e r  aild n C lerk -B o o W te e p e r.

R e g a fd le s g  o f  th e  i n i t i a l  m em bership, c a p i t a l i z a t i o n  and p le d g e s  a 
FaCof^ i^ o tild  P erform  o n l y  +he ab o ve  b a ^ ic  o p e r a t io n s  d u rin g  i t s  fo r m a tiv e  
y e a r s .  O n ly  a f t e r  d e m o n s tra tin g  p r o f ic ie n c y  i n  th e  above a c t i v i t i e s  ?«id 
g a in in g  men±>ers ’ su p p o rt and c o n fid e n c e  s h o u ld  a FaCoMa u n d erta k e  o th e r  
s e r v i c e s ,

E-. Oti?ani?;ar,i'-n and O p e ra tio n  o f  L a r g e - S c a le  S p e c ia l iz e d  
k̂ r k e t i .n g  A s s o c ia t io n s

I n  t h e  m eantim e t h a t  s e p a r a te  s p e c i a l i z e d  m a rk e tin g  o r g a n iz a t io n s  
have n o t  b een  e s t a b l i s h e d  on a commodity b a s i s ,  t h e  C e n tr a l  C o o p e ra tiv e  
E xch ange s h o u ld  c o n tin u e  t o  be th e  c e n t r a l  o v e rh e a d  o r g a n iz a t io n  o f  l o c a l  
FaCoMsig, As soon  a s  f e a s i b l e ,  h o w ever, t h e  o r g a n iz a t io n  o f  l a r g e - s c a l e  
m a A e t in g  a s s o c ia t io n s  f o r  each  m ajor cro p  sh o u ld  be e n co u ra g e d . These 
l a r g e - s c a l e  a s s o c ia t io n s  nay b e  o r g a n iz e d  on a p r o v i n c i a l ,  r e g io n a l  or 
n a t io n a l  s c a l e ,  o r  a s  a  c e n t r a l i z e d ,  f e d e r a t e d  o r  co n fc in a tio n  ty p e  o r 
g a n iz a t i o n ,  d ep en d in g  on  th e  p e c u l i a r i t i e s  o f  th e  c ro p  or c ro p s  t o  be 
h a n d le d  b y  e a ch  and tiie  p r e fe r e n c e s  o f  fa r m e r s  d e s i r i n g  t o  o r g a n iz e .

I t  vrould b e  im o r a c t i c ^  t o  l a y  down minimum re q u ire m e n ts  f o r  l a r g e -  
s c a le  m a r k e tin g  a s s o c i a t i o n s ,  b u t  d e f i n i t e l y  g ro u p s d e s i r in g  to  form  such 
a s s o c i a t i o n s  sh o u ld  be a W e  t o  p r e s e n t  f o r  A C A 's e v a lu a t io n  a  p la n  o f  
b u s in e s s  o p e r a t io n  vrfiich sh o u ld  show t h a t !

a .  A d equate volum e c a n  be s e c u re d  and m aintained^

b .  S u f f i c i e n t  f in a n c in g  can b e  fu r n is h e d  b y  menfcers; and

c .  E f f i c i e n t  rnanagement i s  a v a i l a b l e  and th e  a s s o c i a t i o n
c a n  pay i t s  p r i c e .

W ith  th e  a b o ve  c o n d it io n s  s a t i s f i e d ,  a p p r o v a l of,, a p ro p o se d  a s s o c ia 
t io n  w o u ld  be i n  o r d e r .  The o n ly  o t h e r  p r e c a u t io n  to take wotdd b e  t o  
se e  t o  i t  t h a t  t h e r e  i s  no o v e r la p p in g  o f  t e r r i t o i r i a l  c o v e r a g e  o f  a s s o 
c i a t i o n s  h a n d lin g  th e  sam e p r o d u c ts .

a n a l l  l o c a l  FaCoJfes may form  a f e d e r a t io n  T ^ ic h  s h a l l  p e rfo rm  f o r  
th e  member FaCoMas th e  m a r k e tin g  f u n c t io n s  w h ich  a r e  nbt e c o n o m ic a lly  
f e a s i b l e  a t  l o c a l  l e v e l s ,  o r  t h e y  may, t o g e t h e r  w ith  b ig  p ro d u c e r s  t̂ ô 
have no n eed  f o r  AGCFA p r o d u c t io n  c r e d i t ,  form  a co m b in a tio n  ty p e  o r 
g a n i z a t i o n .  B ig  p r o d u c e r s  may, b y  t t ie m s e lv e s , d r g a n iz e  a c e n t r a l i z e d  
ty p e  o r g a n i z a t i o n .



— V -

A s p e c ia liz e s d  m a rk e tin g  a s s o c ia t io n  may p erform  a l l  th e  m ark etin g  
f u n c t i o n s ,  o r  i t  may oho#se o n ly  such s e r v i c e s  a s  may b e  demanded b y  
member's and e f f i c i e n t l y  h an d led  b y  i t *  I f  i t  ch o o se s  not t o  u n d erta k e  
f u i l  m a r k e tin g  f u n c t i o n s ,  i t  may J o in  and i n t e g r a t e  i t s  m .arketing ope
r a t io n s  w ith  a  s im i la r  o r  o v erh ea d  organf E a tio n  f o r  g r e a t e r  econom ic 
a d v a n ta g e . I t  may r a m ify  in t o  such  o th e r  busine«~  n s procurem en t o f  
farm  s u p p l ie s  and equijan en t p ro v id e d  i t s  members need and w i l l  s t w p w t  
th e  \ind ert a k i n g .

An o v e rh e a d  m a rk e tin g  a s s o c ia t io n  may e x te n d  management s e r v i c e s  
to  i t s  member l o c a l  F a C o % s . Such s e r v i c e s  may b e  i n  th e  fo rm  o f  a c 
c o u n t in g , a u d i t in g  o r  m anagement g u id a n ce  and a s s i s t a n c e .  I t  may even 
ovrn s t o c k s  i n  -’ ha member FaCoMas o r  ex te n d  lo a n s  t o  th e s e  l o c a l  u n it s  
f o r  t h e  p u rp o se  o f  ex p a n d in g  o r  im p ro vin g  m a rk e tin g  o p e r a t io n s  a t  th e  
l o c a l  l e  a l s .  U nder no c ir c u m s ta n c e s , h o w ever, sh o u ld  an o v e riie ad  
orga:.^ xzatic;i p e rfo rm  a f u n c t io n  i n  c o m p e tit io n  w ith  i t s  a : f f i l ia ; t e d  
u n i t s ,

. F .  ReTi.t a l l g a t i o n  o f  E x i s t i n g  FaCoMaE

The r e v i t a l i z a t i o n  and developm ent o f  e x i s t i n g  c o o p e r a t iv e s  sh o u ld  
b e  program med b a s e d  on t h e  r e s u l t s  o f  a FaCoMa c l a s s i f i c a t i o n  p r o je c t  
•which w i l l  d e te rm in e  w h ich  o f  th e  e x i s t i n g  a s s o c ia t io n s  p o s s e s s  t h e  a t 
t r i b u t e s  o f  s u c c e s s f\ i l  o p e r a t i o n s .  G rad u al e x p a n sio n  o f  t h i s  program  
s h o u ld  b e  e f f e c t e d  w i t h in  t h e  f i n a n c i a l  r e s o u r c e s  o f  th e  ACA arid i t s  
c a p a c i t y  to  d e v e lo p  r e l i a b l e  and com petent s u p e r v is o r y  p e rso n n e l and 
c o o p e r a t iv e  o f f i c i a l s  and e m p lo y e e s .

FaCoMas t h a t  w i l l  b e  fou n d  beyond r e h a b i l i t a t i o n  sh o u ld  b e  l i q u i 
d a te d . T h e ir  a s s e t s  s h o u ld  be f o r e c lo s e d  a s  f a s t  a s  p o s s i b le  and d isp o se d  
i n  su ch  manner a s  w i l l  b e s t  a f f o r d  p r o t e c t io n  t o  ACA i n t e r e s t s  arsl th e  
c o o p e r a t iv e  m ovem ent. L iq u id a t io n  o f  h o p e l e s s ly  weak o r  i n a c t i v e  FaCoMas 
w ould b e  n e c e s s a r y  b e c a u s e  t h e i r  c o n tin u e d  e x is t e n c e  would mean n o t  o n ly  
f u r t h e r  f i n a n c i a l  l o s s e s  t o  i t s  members an d  th e  govern m en t> b u t  w hat i s  
w o rs e , i t  w ould  te n d  t o  underm ine p u b lic  f a i t h  and c o n fid e n c e  i n - c o 
o p e r a t iv e s  .

The r e v i t a l i z a t i o n  program  shoxild b e  s t a r t e d  in  th e  m a jo r  r i c e -  
p ro d u c in g  p r o v in c e s  and p r o g r e s s  o u tw ard s from  t h e r e  u n t i l  a l l  r i c e  
a s s o c i a t i o n s  w o rth  s a v in g  have been  a tte n d e d  t o  and extended needed 
t e c h n i c a l  and f i n a n c i a l  a s s is t a n c e *  At t h e  same t im e , a l l  o th e r  ty p e s  
o f  c o o p e r a t iv e s  a c t i v e l y  o p e r a t in g  w ith o u t  ACA f i n a n c i a l  a s s i s t a n c e  
s h o u ld  b e  a ip e r v is e d  a s  r e q u ir e d  b y  la w . New a s s o c i a t i o n s  s h o u ld  b e  
o r g a n iz e d  o n ly  i n  h ig h ly  m e r ito r io u s  c a s e s .

A FaGoMa s h e e t e d  f o r  r e v i . t a l i z a t i o n  and e v e n t u a l  f in a n c in g  sh o u ld  
h ave a  b o a rd  an d  management t h a t  i s  a c c e p t a b le  t o  ACA, I t  shcsuld amend 
i t s  b y - la w s  t o  conform  w ith  t h e  revi.3ed ACA m odels The a c t i v i t i e s  t h a t  
i t  w li .1  en gage  in  sh o u ld  h ave p r i o r  a p p r o v a l o f  ACA.



M em bership sh ou ld  b e '-r e s e r e e n e d  and th o s e  foun d not e l i g i b l e  sh o u ld  
be e x p e l le d .  Q u a l i f ie t l  momborcs sh o u ld  b« r e q u ir e d  ■bo.p*  ̂ b jQ ^ n ces o f  
t h e i r  s t o c k  s u b s c r ip t io n s  a n d / o r  s u b s c r ib e  t o  a d d it io n a l  s h a r e s ,  I n  o r d e r  
to  p r o v id e  th e  a s s o c 5 .a t io n  v d th  f r e s h  ope r a t i  nĝ  fu n d s . member v^io 
r e f u s e s  to  p a y  s t o c k  s u b s c r i p t io n s  sh o u ld  b e  e x te n d ed  new lo a n s  e th e r  
b e n e f i t s .

New m a rk e tin g  agreem en ts d io u ld  be s ig n e d  b y  th e  a s s o c ia t io n  w ith  
each member o n ly  a f t e r  r e a l i s t i c a l l y  re -e x a m in in g  each  member’ s p ro 
d u c t iv e  c a p a c i t y  and m a r k e ta b le  s u r p lu s .  I fe r ice tln g  p le d g e s  s ig n e d -u p  
b e fo r e  ACA e x te n d s  f in a n c in g  t o  t h e  a s s o c ia t io n  s h o u ld  be v e r i f i e d  b y  
ACA p e r s o n n e l and e q u a l a t  l e a s t  th e  f u l l  c a p a c i t y  o f  th e  FaCoMa’ s 
w a re h o u se ,

Management o f f i c i a l s  and em ployees sh o u ld  undergo t r a i n i n g  f o r  
t h e i r  r e s p e c t i v e  p o s i t i o n s ,  i f  new, b e fo r e  t h e y  a c t u a l l y  d is c h a r g e  

•Uieir f u n c t i o n s .  A r e t r a i n i n g  program  s h o u ld  be con d u cted  f o r  o ld  
o f f i e i a l s  and e m p lo yees.

T he o p e ra :tio n  o f  r e v i t a l i z e d  l o c a l  FaCpMas sh o u ld  b e . r e s t r i c t e d  
to  t h e  b a s i c  o p e r a t io n s  recommended f o r  new  FaCoMas u n le s s  volum e and 
f a c i l i t i e s  a lr e a d y  a v a i l a b l e  j u s t i f y  o th e r  a c t i v i t i e s . ; The id e a  i s  
t o  s i m p l i f y  o p e r a t io n s  a t  l o c a l  l e v e l s  a s  much a s  p o s s ib le  s o  t h a t  th e  
m a n a g e r ia l s k i l l s  needed a t  t h e s e  l e v e l s  n eed  n o t be  so  d i f f i c u l t  t o  
f in d  an d  d e v ^ o p .  C o n s id e r in g  t h e  d e a r th  o f  q u a l i f i e d  management ma
t e r i a l  and th e  i n a b i l i t y  o f  l o c a l  u n it s  t o  p ay  t h e  p r ic e  o f  good managers 
e s p e c i a l l y  a t  t h e  b e g in n in g , t h e  s i m p l i f i c a t i o n  o f  o p e r a t io n s  a t  l o c a l  
l e v e l s  becom es n e c e s s a r y .  As t h e y  d e v e lo p  s t a b i l i t y ,  h ow ever, th ro u gh  
com p eten t m anagsnent and members’ l o y a l t y  and s u p p o r t ,  FaCoMas may embark 
on o t h e r  s e r v i c e s  c o n s i s t e n t  w ith  members' n eed s and c a p a c it y  t o  f in a n c e  
and u s e .  I n  t h e  f i e l d  o f  m a r k e tin g , v/h ile  i t  i s  n o t p o s s i b l e  t o  p r e s 
c r i b e  u n ifo rm  o p e r a t io n s  a t  l o c a l  l e v e l s  on a c c o u n t o f  d i f f e r e n c e s  i n  
b u s in e s s  v o lu m e s , m anageria.1 and f i n a n c i a l  c a p a b i l i t i e s ,  and f a c i l i t i e s  
a lr e a d y  a c q u ir e d  o r  I n s t a l l e d ,  a s  a  g e n e r a l  p o l i c y ,  l o c a l  FaGoMas sh ou ld  
a f f i l i a t e  w it h  an o verh ead  m a rk e tin g  a s s o c i a t i o n  f o r  g r e a t e r  e f f i c i e n c y ,  
p a r t i c u l a r l y  i n  th e  d i s t r i b u t i v e  f u n c t io n s .

G. R o le  an d  F u n ctio n  o f  th e . GGg

T he CGE a s  i t  has a lr e a d y  b een  m entioned s h a l l  c o n t in u e  t o  b e  th e  
c e n t r a l  m a r k e tin g  a rd  p ro cu rem en t a g e n c y  f o r  a l l  FaCoMas. As and viien 
i t  becom es n e c e s s a r y ,  h o w e v e r , sep^ irate l a r g e - s c a l e  o r g a n iz a t io n s  sh o u ld  
b e  c r e a t e d  t o  h a n d le  t h e  m ajo r c r o p s  on a. s p e c i a l i z e d  b a s i s .  Each l a r g e -  
s c a l e  s i n g l e  com m odity c o o p e r a t iv e  may b e  a f f i l i a t e d  w itb  t h e  CCE, In  
tim e t h e  CCE may be d e v e lo p e d  a s  th e  T erm in a l M ark et trfiere b o th  co o p e 
r a t i v e  and n o n - c o o p e r a t iv e  o r g a n iz a t io n s  d e a l in g  i n  a g r i c u l t u r a l  cqm- 
m o d it ie s  may m eet and d o b u s in e s s ,  w ith  CCE p r o v id in g  th e  f a c i l i t i e s  f o r  
w h o le s a le  t r a n s a c t i o n s .  The CCS c o u ld  a l s o  be  d e v e lo p e d  a s  t h e  co op e
r a t i v e  ■ viiolesale s o c i e t y  f o r  fa rm  s u p p l ie s  and eq u ip m en t.



• S u p e r v is io n  o£ C o o p e r a t iv e s

Governm ent s u p e r v is io n  o f  c o o p e r a t iv e s  i s  i iie c e s s a r y  n o t  o n ly  
b e c a u s e  governm ent fu n d s  and p u b l ic  i n t e r e s t  a r e  in v o lv e d  i n  t t i e i r  
o p e r a t io n s ,  b u t  a l s o  b e c a u s e  t h e i r  members and o f f i c e r s  h ave y e t  to  
be t r a i n e d  and gu id ed  i n  th e  p ro tser fflanageraent o f  t h e i r  a f f a i r s ,  V e iy  
few  p e o p le  a r e  f u l l y  q u a l i f i e d  to  manage c o o p e r a t iv e s ,  ar»3 viien a v a i l 
a b l e ,  th e  p r i c e  i s  u s u a l l y  beyond th e  c a p a c i t y  o f  F aC o % s t o  pay* The 
goverfun en t, t h e r e f o r e ,  h a s  to  ex te n d  n o t o n ly  f i n a n c i a l  b u t  a ls o  t e c h 
n i c a l  a s s i s t a n c e  and s u p e r v is io n  i n  o r d e r  t o  in s u r e  s u c c e s s f u l  o p e r a t io n s .

T h e 'o b j e c t i v e  o f s u p e r v is io n  sh o u ld  b e  to  p r o v id e  j u s t  enough 
g u id a n c e  and e x t e r n a l  c o n t r o l  so  t h a t  t h e  FaCoMas may o p e r a te  v d th o u t 
in  a n y  way b e in g  c u r t a i l e d  in  t h e i r  b a s ic  r i g h t  t o  d e c id e  and a c t - i n  
t h e i r  b e s t  i n t e r e s t .  Too much i n t e r f e r e n c e  v d th  th e  management o f  
c o o p e r a t iv e s  m ig h t l e a d ,  a s  i t  h-’.s a lr e a d y  l e d  mar r̂ FaColfesj- t©: t o t a l  
depenf^ence cn  goveri'ju sn t d i r e c t i o n  and a s s i s t a n c e .  S u p e r v is io n  t o  be 
most e f f e c t i v e  and o f  perm anent v a lu e  t o  , t h e  movement sh o u ld  g iv e  mem
b e r s  an d  r f ' f i c i a l s  o f  c o o p e r a t iv e s  a l l  t h e  o p p o r tu n ity  t o  d is c o v e r  
t h e i r  own n e e d s  an d  s h o rtc o m in g s  arid fo r m iila te  s o lu t io n s  b y  th e m s e lv e s . 
Governm ent s u p e r v is io n  sh o u ld  b e  r e s t r i c t e d  t o  n e c e s s a r y  r e s t r a i n t s  
and g u id a n c e  o n ly ,  R e g ii la t io n s  sh ou ld  b e  d e s ig n e d  to  p r e v e n t  d is h o n e s ty , 
misma-nagsnent o r  e x p a n sio n  beyond th e  l i m i t a t i o n s  o f  la w , t h e  co op era
t i v e  o r i n c i p l e s ,  and t h e  a b i l i t y  o f  members to  su p p o rt and u s e .
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STANDARDIZATION AND GRADING 

by

D r , N a th a n ie l B. T a b la n te  
A g r i c u l t u r a l  C r e d it  and C o o p e r a t iv e s  I n s t i t u t e  

U n i v e r s i t y  o f  th e  P h i l ip p in e s

Introducticm

V a r i a t i o n  i s  an a lm o st  u n i v e r s a l  f e a t u r e  o f  a g r i c u l t u r a l  p ro d u c tio n . 
P r o d u c ts  com ing from  t h e  same fa rm  o r  e v e n  fro m  th e  same p la n t  o r  t r e e  a r e  
a c o n g lo n ^ r a t io n  o f  d i f f e r e n t  s i z e s ,  s h a p e s , d e g re e  o f  m a t u r it y ,  c o lo r ,  
t e x t u r e ,  c o n te n t  o f  m o is tu r e  o r  f o r e ig n  m a t te r , t a s t e ,  p h y s ic a l  damage 
o r  m arked d e f e c t s  and o t h e r  q u a l i t y  f a c t o r s .  On th e  o th e r  hand consumers 
and i n d u s t r i a l  u s e r s  o f  raw m a t e r ia ls  demand p ro d u c ts  t h a t  a r e  more o r  
l e s s  u n ifo rm  i n  c h a r a c t e r i s t i c s  su ch  a s  s i z e ,  sh ap e and c o n d it io n .  This 

m a la d ju stm e n t b etw een  t h e  c h a r a c t e r i s t i c s  w ith  w h ich  n a tu r e  endows farm  
p r o d u c ts  and t h o s e  d e s ir e d  b y  consiim ers who b i y  them  o r  u s e  them  g iv e s  
r i s e  t o  th e  t w in  f u n c t io n s  o f  s t a n d a r d iz a t io n  and g r a d in g .

S t a n d a r d iz a t io n  r e f e r s  t o  th e  p r o c e s s  o f  s e t t i n g  up and d e s c r ib in g  
b a s i c  l i m i t s  i n  t h e  fo rm  o f  s p e c i f i c a t i o n  t o  w h ich  p ro d u cts  must conform  
and c l a s s e s  i n t o  w h ich  t h e y  may be s o r t e d .

G ra d in g  i s  t h e  s o r t i n g  o f  p ro d u cts  in t o  d i f f e r e n t  l o t s ,  ea ch  o f  
w h ich  h a s  s u b s t a n t i a l l y  hom ogeneous q u a l i t y  c h a r a c t e r i s t i c s  o r  g rad e  
s p e c i f i c a t i o n s *  Some o f  th e  q u a l i t y  f a c t o r s  commonly u se d  a s  a b a s is  
f o r  g r a d in g  a g r i c u l t u r a l  p ro d u c ts  in c lu d e  s i z e ,  sh a p e , v a r i e t y ,  w e ig h t , 
c o l o r ,  t a s t e ,  o d o r , l e n g t h ,  d ia m e te r , t e n s i l e  s t r e n ^ h ,  co n te n t  o f  
v a r io u s  e le m e n ts  such  a s  m o istxire  and f o r e i g n  n a t t e r ,  d e g re e  o f  r ip e n e s s  
o r  m a t u r i t y ,  p h y s ic a l  damage o r  marked d e f e c t s ,  a ge  and te n d e r n e s s .
Q u a l i t y  c h a r a c t e r i s t i c s  f o r  d i f f e r e n t  p r o d u c ts  c o v e r  d i f fe r e n t  s e le c t io n s  
and c o m b in a tio n  o f  t h e s e  v a r io u s  f a c t o r s ,  d ep en d in g  upon t h e  k in d  o f  th e  
co ran od ity  and i t s  p a r t i c u l a r  u s e s .  The v a r io u s  g ra d e  f a c t o r s  may be 
m easured  b y  u s in g  s e n s o r y ,  p l ^ s i c a l ,  c h e m ic a l a n d /o r m i c r o b io lo g ic a l  te c h 
n iq u e s .  As a  r u l e ,  t h e  more o b je c t iv e  t h e  g r a d in g  method u s e d , th e  more 
g e n e r a l l y  a c c e p te d  a r e  t h e  s ta n d a r d s .

B e n e f i c i a l  Econom ic R e s u l t s  o f  G rading and S t a n d a r d iz a t io n

1 ,  F a c i l i t a t e s  t r a d i n g  and d e c r e a s e s  c o s t  o f  m a rk e tin g  b y  m aking pos
s i b l e ' t h e  bxiying and s e l l i n g  o f  goods b y  sam ple o r  by  d e s c r ip t io n  r a th e r  
th a n  b y  p e r s o n a l  in s p e c t i o n ,

2 .  E lim in a t e s  much w a s te  i n  th e  m a rk e tin g  sy ste m  b y  d i s c o u r a g i ^  th e  
sh ip m en t o f  good s o f i n f e r i o r  q u a l i t y  w h ic h  may n o t b e  s o ld  a t  a  p r i c e  t h a t  
w ould  b e  s u f f i c i e n t  t o  c o v e r  t h e  c o s ts  o f  h a n d lin g  and t r a n s p o r t in g  them . 
Low er q u a l i t y  p r o d u c ts  c a n  be u t i l i z e d  more q u ic k ]^  o r  s o ld  n e a r e r  th e  
p o in t  o f  p r o d u c t io n .



3* E n a b le s  b u y e rs  t o  o b ta in  th e  p a r t i c u l a r  q u a l i t i e s  o f  a conm odity 
t h ^  need# (B u y e r s  do n o t  have u n iform  t a s t e s  o r  p u rch a s in g  power and 
use p r o d u c ts  f o r  d i f f e r e n t  p u r p o s e s ) . ,

4» P e rm its  s e l l e r s  t o  ta k e  maximum a d v a n ta g e  o f  m arket p r e fe r e n c e s  
f o r  d i f f e r e n t  q u a l i t i e s ,  th e r e b y  making i t  p o s s i b le  t o  have a  more e f 
f e c t i v e  d i s t r i b u t i o n  an d  t o  in c r e a s e  r e tu r n s  b y  ta p p in g  more segm ents o f  
p o t e n t i a l  m r k e t s ,

5 .  M in im izes s p o i l a g e ,  p e r m its  approprduite u s e  o f  p ro d u c ts  w h ich  
o t h e r w is e  c o u ld  n o t b e  s o ld  th ro u g h  r e g u la r  c h a n n e ls , and e n co u ra g e s 
s t o r a g e  t o  m eet s e a s o n a l  re q u ire m e n ts , s i n c e  p ro d u c ts  o f  p o o r q u a l i t y  
a re  s e p a r a te d  from  t h o s e  o f  h ig h  q u a l i t y  and good k eep in g  c o n d it io n ,

6 .  E n co u ra g e s  th e  p r o d u c t io n  and m a rk e tin g  o f  b e t t e r  q u a l i t y  p ro 
d u c t s ,  th u s  t e n d in g  t o  i n c r e a s e  r e tu r n s .

7 .  R e s u lt s  i n  g r e a t e r  u n ifo r m it y  and l e s s  m is r e p r e s e n ta t io n  o f  a 
g iv e n  p r o d u c t , th u s  p r o t e c t i n g  th e  b u y e r s .

8 .  F a c i l i t a t e s  t h e  f in a n c in g  o f  th e  m a rk e tin g  o f  farm  p r o d u c ts .
Loans w ould  b e  e a s ie r  t o  o b ta in  i f  th e  p ro d u c ts  i s  g ra d e d , s in c e  i t  i s  
p o s s i b l e  t o  s e c u r e  a more a c c u r a t e  e s t im a te  o f  th e  v a lu e  o f  th e  c o l l a t e r a l  
o f f e r e d ,

9 .  F a c i l i t a t e s  t h e  s e t t le m e n t  o f  c la im s  f o r  damage s in c e  th e  v a lu e  
o f  t h e  p r o d u c ts  ca n  be more n e a r ly  d e te rm in e d , and p r e v e n ts  f r a u d s .

1 0 .  P r o v id e s  a  cormon lang\iage f o r  bijQrers, s e l l e r s ,  and m arket r e 
p o r t e r s ,  th u s  f a c i l i t a t i n g  th e  exch an ge o f  m arket in fo r m a tio n  and r e 
s u l t i n g  in  m ore m e a n in g fu l p r i c e  q u o t a t io n s .

1 1 .  Makes p o s s ib le  t h e  p o o lin g  o f  p r o d u c ts  b y  c o o p e r a t iv e  m a rk e tin g  
a s s o c i a t i o n s .

1 2 .  A c ts  a s  an e d u c a t io n a l  medium t o  o b t a in  a  b e t t e r  u n d e rsta n d in g
o f t h e  f a c t o r s  c o n s t i t u t i n g  q u a l i t y  o f  p r o d u c ts  and th o s e  r e s p o n s ib le  f o r  
v a r i a t i o n s  i n  q u a l i t y .

Criteria for Determining Adequacy of Standards^^

1 ,  S ta n d a rd s  sh o u ld  be b u i l t  on c h a r a c t e r i s t i c s  w h ich  th e  u s e r s  con
s i d e r  in 5 »ortanb a s  in d ic a t e d  b y  t h e i r  w i l l i n g n e s s  t o  pay d i f f e r e n t  p r i c e s ,  
and t h e s e  c h a r a c t e r i s t i c s  sh o u ld  be e a s i l y  r e c o g n iz a b le .

■^These c r i t e r i a  w e r e  s u g g e s te d  i n  t h e  b o o k . M a rk etin g  o f  A g r ic u l
t u r a l  P r o d u c ts ,  b y  R ic h a r d  L . K o h ls , (New Y o rk ; The M acm illan  Conpany, 
1 9 5 5 , p p . 14 3 -li!*4 ).



2 ,  They sh o u ld  b e  b u i l t  on th o s e  f a c t o r s  w h ich  can be a c c u r a t e ly  and 
x in ifo rm ly  m easured  and. i n t e r p r e t e d .  I f  t h e  m ajor p a r t  o f  t h e  stan d a rd  
c o n s i s t s  o f  s u b j e c t i v e  m easurem ents, u n ifo rm  a p p l ic a t io n  b y  d i f f e r e n t  
g r a d e s  o r  a t  d i f f e r e n t  p o in t s  w i l l  be, v e r y  d i f f i c u l t .

3 .  They sh o u ld  u s e  t h o s e  f a c t o r s  and te r m in o lo g y  w h ich  w i l l  make 
th e  g r a d e  m e a n in g fu l t o  a s  many u s e r s  o f  t h e  p ro d u ct as p o s s i b l e .  The 
i d e a l  s i t u a t i o n  w ould b e  t h a t  i n  w hich  t h e  g ra d e  te r m in o lo g y  i s  u sed  
a t  a l l  l e v e l s  o f  th e  m a rk e tin g  ch an n el fro m  th e  consumer t o  th e  p ro 
d u c e r ,

4* They sh o u ld  b e  su ch  t h a t  each  g r a d e  c l a s s i f i c a t i o n  in c lu d e s  
enough o f  t h e  a v e r a g e  p r o d u c t io n  so  as t o  b e  a m e a n in g fu l c a te g o r y  on 
th e  m a rk e t. I t  i s  o f  l i t t l e  p u ip o s e  t o  h ave a  s ta n d a rd  f o r  th e  to p  
q u a l i t y  s e t  up i n  su ch  a s  fa s h io n  t h a t  v e r y  l i t t l e  o f  th e  a c t u a l  p ro 
d u c t io n  can  m eet th e  s t a n d a r d s .  The r e a l  f a c t s  o f  p ro d u c tio n  can n ot be 
ig n o r e d .

P r o b a b ly  th e  b e s t  p r a c t i c a l  t e s t  o f  t h e  ad equ acy  o f  s ta n d a r d s , 
a o co rd in 'g  t o  P r o f e s s o r  K o h ls , i s  t h e i r  a c c e p ta n c e  and u se  b y  th e  
i o u s  m a rk e tin g  a g e n c ie s .  I f  th e  g r a d in g  s ta n d a rd  i s  w id e ly  u s e d , i t  i s  
p r o b a b le  tjh at t h e  s ta n d a rd s  a r e  f a i r l y  a d e q u a te  and e c o n o m ic a lly  m eaning
f u l ,  O th e r w is e , i t  may u s u a l ly  be  assximed t h a t  some o f t h e  c r i t e r i a  are  
not a d e q u a t e ly  m et.

P rob lem s o f  A g r i c u l t u r a l  S ta n d a r d iz a t io n

1 .  “̂ he v e i y  n a tu r e  o f  s ta n d a rd s  s u g g e s ts  t h a t  th e y  canjnot be  e x p e cte d  
to  m eet ^ 1 1  re q u ire m e n ts  o f  p ro d u c e rs , consum ers and d e a le r s ,

2 .  Some s ta n d a rd s  a r e  s t a t e d  i n  t o o  g e n e r a l  term s t h a t  ttiey do not 
p r o v id e  an a d e q u a te  b a s i s  f o r  m easurin g  v a r i a t i o n s  i n  q u a l i t y .  A g r ic u l
t u r a l  p r o d u c ts  cann ot hope f o r  t h e  p r e c is e  s t a n d a r d iz a t io n  t h a t  i s  p os
s i b l e  w it h  m ary i n d u s t r i a l  co m m o d ities,

3 .  T h ere  a r e  a t  p r e s e n t  no known m ethods o r  te c h n iq u e s  by w h ich  
some o f  th e  it^ io r ta n t  q u a l i t y  f a c t o r s ,  s u c h  a s  f l a v o r  and o d o r, a r e  
m easu red  q u a n t i t a t i v e l y  o r  c±i j e c t i v e l y ,

4* The m a rg in  b e tw e e n  t h e  u p p e r and lo w e r  l i m i t s  o f  some g ra d e s  i s  
to o  w id e  and t h e  g ra d e s  th u s  do n o t r e f l e c t  q u a l i t i e s  p e c u l i a r  t o  th e  
p r o d u c ts  o f  v a r io u s  r e g i o n s .  The p u rp o se o f  n a t io n a l  g r a d e s  i s  t o  se rve  
th e  e n t i r e  in d u s t r y  and t h i s  makes i t  im p r a c t ic a i i le  t o  n arrow  th e  g rad e 
l i m i t s  t o  t h e  p o in t  w h ere  t h e y  c o v e r  a l l  p o s s i b l e  g r a d a t io n s  in  q u a l i t y ,

5* In  many co m m o d ities t h e r e  seems t o  be l i t t l e  or no r e la t io n s h ip  
b e tw e e n  g ra d e  s p e c i f i c a t i o n s  and t h e  q u a l i t y  f a c t o r s  w h ich  a c t u a l l y  r e 
s u l t  i n  m a r k e t- p r ic e  d i f f e r e n t i a l s  f o r  q u a l i t y .  G rade s p e c i f i c a t i o n s  
in  some c a s e s  a r e  p u r e ly  d e s c r i p t i v e  o f  t h e  p h y s i c a l  c h a r a c t e r i s t i c s  o f 
th e  com m odity, w ith o u t  a n y  r e fe r e n c e  t o  t h e  m arket »s e v a lu a t io n  o f  th o se  
c h a r a c t e r i s t i c s ,



6 ,  The q u a l i t y  o f  p rc x iu c tio n  o f  farm  p ro d u c ts  ch anges from  y e a r  t o  
y e a r ,^  T h is  makes i t  e x tr e m e ly  d i f f i c u l t  t o  m a in ta in  c o n s is te n t  s ta n d a rd s , 
e s p e c i a l l y  when t h e  g r a d e  f a c t o r s  depend upon s u b je c t iv e  m easu ren en t,

7 .  I& ny a g r i c u l t u r a l  p ro d u c ts  a re  p e r i s h a b le ,  and, t h e r e f o r e ,  th e  
q u a l i t y  o f  a  commodity a t  one p o in t  in  th e  m a rk e tin g  ch a n n el may n o t 
n e c e s s a r i l y  b e  th e  same a s  when i t  r e a c h e s  th e  f i n a l  consum ers. The 
p ro b lem  o f  q u a l i t y  d e t e r i o r a t i o n  d u rin g  m a r k e tin g  s u g g e s ts  t h a t  g ra d in g  
sh o u ld  b e  done a s  o f t e n  a s  need ed  th ro u g h o u t th e  m a rk etin g  p r o c e s s  t o  
a s s u r e  a c c u r a t e  grad e when i t  r e a c h e s  t h e  u lt im a t e  u s e r .

The two m a jo r  p ro b lem s i n  im p ro vin g  g ra d e  sta n d a rd s  f o r  a g r i c u l t u r a l  
p r o d u c ts  r e v o lv e  around t h e  q u e s t io n s  o f  d e v e lo p in g  in p ro v e d  m ethods f o r  
m e a su rin g  q u a l i t y  f a c t o r s  a s  o b j e c t i v e l y  a s  p o s s i b l e ,  and d e v e lo p in g  
o b j e c t i v e  w e ig h t s  b a se d  on m a r k e t-p r ic e  d i f f e r e n t i a l s .

R o le  o f  Governmenb in  S t a n d a r d iz a t io n

The p r i n c i p a l  r o l e  o f  governm ent i n  s t a n d a r d iz a t io n  i s  t o  s e e  t o  i t  
t h a t  t h e  q u a l i t y  s p e c i f i c a t i o n s  o f  g ra d e s  sh o u ld  b e  u n ifo rm  among buyera 
and s e l l e r s  and from  p la c e  t o  p la c e  and tim e  t o  t im e .

I t  i s  p o s s i b l e  t h a t  p r o d u c ts  m ight b e  g rad ed  a c c o r d in g  t o  q u a l i t y  
s p e c i f i c a t i o n s  s e t  up b y  d i f f e r e n t  s e l l e r s ,  b u y e r s , m ark ets o r  organ
i z a t i o n s ,  a c t in g  i n d i v i d u a l l y .  Grade s p e c i f i c a t i o n s  o f no tw o o f  them 
w ould b e  a l i k e .  The t o p  g ra d e  o f  one s k ip p e r ,  o r  a s  u sed  i n  one m arket, 
may o v e r la p  t h e  second g r a d e  o f  a n o th er  s k ip p e r  o r  m a rk e t. S im i l a r l y ,  
some s e l l e r s  m igh t ch ange t h e i r  g rad e  s p e c i f i c a t i o n s  from  tim e  t o  t im e , 
as t h e  c o n s t i t u e n t  q u a l i t i e s  o f  t h e  p r o d u c ts  t o  b e  g rad ed  ch an ged , o r  
as c h a n g e s  o c c u r r e d  i n  t h e  m arket demand f o r  and p r ic e s  o f  th e  d i f f e r e n t  
g r a d e s .

To a v o id  su ch  v a r i a b l e  g ra d e  s p e c i f i c a t i o n s ,  i t  i s  n e c e s s a r y  t o  have 
g ra d e  s ta n d a rd s  w h id i a r e  r e c o g n iz e d  and f o l lo w e d  by th e  t r a d e  i n  a l l  
m a rk e ts  a t  a l l  t im e s , thoxigh n o t n e c e s s a r i l y  perm anent b u t  w h ich  w ould 
p e rm it ch a n g es  fro m  t im e  t o  t im e  d ep en d in g  upon tr e n d s  i n  consum er p r e fe r e n c e s  
o r  r e q u ir e m e n ts , a s  w e l l  a s  ch a n g in g  t e c h n o lo g ic a l  and econom ic c o n d it io n s .
The G overnm ent sh ou ld  s e t  up o f f i c i a l  s ta n d a r d  g ra d e  s p e c i f i c a t i o n s  t o  
m eet t h i s  n e e d . O f f i c i a l  s ta n d a rd s  may b e  c l a s s i f i e d  in t o  t h r e e  broad  
c a t e g o r i e s ,  n am ely; m andatory ( th o s e  w hose u se  i s  co m p u lso ry  un der c e r t a i n  
c o n d i t i o n s ; ;  p e r m is s iv e  ( th o s e  w h ich  a r e  o f f i c i a l l y  recommended b u t  whose 
use i s  n o t c o n p u ls o r y ) ;  and t e n t a t i v e  ( t h o s e  w h ich  a r e  o f f e r e d  f o r  u se  bu t 
a re  s t i l l  s u b je c t  t o  f u r t h e r  s tu d y  b e fo r e  becom ing p e r m is s iv e  or m a n d a to iy ) .

W ith o u t an  a d eq u a te  sjrBtem o f  g ra d e s  and s ta n d a rd s  i n  any c o n p le x  
m a rk e tin g  m a ch in e ry , t h e  p o s s i b i l i t i e s  o f  w a s te  c o n fu s io n  and dow n righ t 
d e c e i t  a r e  g r e a t ,a n d  t h e  r u le  c a v e a t  em ptor ( " l e t  th e  b u y e r  b ew a re") 
w ould p r e v a i l ,  a lo n g  w it h  th e  a tte n d a n t  c o n fu s io n  and u n f a i r n e s s .  But i t  
shoTold b e  p o in te d  out t h a t  i n  some in s t a n c e s  th e  c o s t s  o f  r e n d e r i i^  th e  
s e r v i c e  o f  s t a n d c ir d iz a t io n  and g ra d in g  may f a r  o u tw eigh  t h e  b e n e f i t s  t h a t  
may b e  d e r iv e d ,  so t h a t  i n  c a s e s ,  t h e  c o s t - r e t v im s  r e l a t i o n s h i p s  sh ou ld  
a lw a y s  b e  b o rn e  i n  m ind.

*  *  *
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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 a ll 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 a ll levels in the marketing system.
In this context, 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 varioys agencies 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, Ifnder this institutional allocation, the costs may 
be measured and analyzed in terms of marketing agencies and institutions, 
either for a ll 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 v/ages, 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 volume, 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 fanner'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 
coMiodities, 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 \?ide variation among different commodities in the 
size of the fanner’ s share and the marketing margin or middlemen's 
share. The reason for these variations is that the marketing 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 its e lf may also increase 
the farmer's share5 these include high dc^Tco of vorticc.1 and horizontal 
integration in marketing, a highly organized system of accurate 
market information, and demand by consumers of a large amount of 
special services in some commodity areas*

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 . of  the consumer's dollar
Local assembly - - - - - - 2 , 9
\7holesale concentration- - 0.8 
Processing - - - - - -  -21.5
TSfholesaling - - —  - - -  6.8
Retailing ■23.9

f l  I I  It
1 1  < t IIf 1 f t  11  

1 1  I t  I I

I I  II ri

I I  I I  If I t

Total ------ 62.2^
Farmer's share - 37.85̂
Consumer's dollar 100.0^

By p r i n c i p a l  c o s t  i te m s , th e  breakdown is a s  f o l lo w s :

T r a n s p o r ta t io n  -  —  -  -  
S a l a r i e s  & Wages -  -  -  -  25,9
P a ck ag es & c o n t a in e r s  -  4*1
O th er ex p e n ses - - - - -  20.3
P r o f i t  -  —  -  —  -  -  5»4

T o t a l  -  -  -  62,2fo o f  the co n su m e r's  d o l l a r



Even ’Rrith a perfectly functioning and highly efficient marketing 
machinery, the total costs would s t i l l  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. T/ith 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 w ill be satisfied as long as they 
w ill pay for them. Consumers demand a large amount of services. And 
to match production to such a situation w ill always entail large costH.

MsLny o f  the costs of performing a particular marketing function 
are related to the physical volume handled rather than to the money 
value o f that volume. As a result, marketing margins 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 Iferketing Costs

Substantial reductions in marketing costs and increased efficiency 
of the marketing system redound to the ultimate benefit of both pro
ducers and consmers, 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. I f  there is no change in coneumer demand, the lower retail 
price w ill result in an attempt on the part of the consumer to take 
more o f the product off the market. The effort of consumers to buy 
more would result in dealers a ll along the line attempting to increase 
their purchases, bringing an increase in demand at a ll 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 a ll 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 a larger quaoatity of food for about 
the same total expenditure and farmers receiving a larger gross return 
for a somewhat larger production.



In outline form, the possible ways of achieving increased ef
ficiency and reduced costs are given below;

1. Reducing profits in marketing

Reducing risks in marketing 
( l )  Market news and outlook services 

) O fficial grading and standardization 
) Inspection and regulatory activities 
) Financing of cooperative marketing associations 

and price-support activities 
p ) Improving the pricing mechanism
(6) Yertical integration of marketing agencies.

b. Modifying conditions of imperfect competition

Increasing efficiency of individual marketing agencies

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

b. 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

c. Discovering and adopting more efficient management techniques 
and day-to-day operating practices.

d. Increasing labor efficiency

5. Reorganizing the marketing system

a. Changing the form in which the product is marketed

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

c. Vertical or horizontal combination of existing functions 
or agencies

The marketing complex, unlike the fie ld  of technology, does not 
lend its e l f  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 consmer's food peso but rather the 
total returns received by agricultural producers from the sale of their 
produce. Nor is i t  a matter of low peso costs alone but rather of get
ting the marketing job done with the best combination of resources, ?̂ith 
the end in view of maximiEing consumer satisfactions. Higher marketing 
costs and a more prosperous rural l ife  are not necessarily incompatible.

-oOo-



m X IQ N A L  SEMINAR ON AGRICULTURAL COOPERATION 

Baguio City, Philippines December 16 to 22,. 19 6 3

■Qpnfe.rence Report on Qroug DiscugBjone Under Section 1

I. Subjects 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 
©Tarketing - -M » Eugenio V. Mendoza, with Mr. Ycshio Nakahara 

as resource person.

Agrarian Structure and Credit Cooperatives (Impact of Land ilaforin 
On Credit Cooperatives - - - Mr. AmEdo A. Lancaxig, with Mr.

Kt Madhava Das as resource porcon

System of Supervised Farm  Credit to be Employed - Roles of 
Governmsnt Agencies and Cooperatives - - - Mr. Solomon

G. Cabrera

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

Possibilities of Cooperative Credit Organizations Supplementing
Eventually Replacing Gover nment Agencies-------Dr. Pablo

N. Mabbun, with Mr. J. M. Rana as resource 
person

n. Questions For Discussion

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

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

2. Please outline the main features of supervised ere  lit and 
suggest ways and means of im proving the syctam Jcccribeu 
by Mr. Cabrera.



3. Please outline the advantage a and difficultioc involved in fo r 
mulation of farm plans and farm  budgets by fa rm e rs  vvith 
the help of farm technicians.

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

On December 18, 1963, the following questions were submitted 
fo r discussion to the groups:

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

2. What are the possibilities of devd 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 bo strengthened 
so that they could perform efficient services.

4. What type of an informational and educational progi'airime vgheuld 
be developed by FaCoMas and other related agencies to Croats 
enlightened ne mbers and to develop leadership?

ITT̂  Diacussion Group Divisions

The following pe rsons composed the two group divisions:

Group I

Mr. Ricardo S.. Castro 
Mr» Remedio Mangaser 
Mr. Igmidio Villaram a  
Mr«. Bartblome C. Chico 
Mr. Rodrigo Felix  
Mrs. Leonie Chavez 
Mr. Magno C.. Reyes 
Mr.- Paulino C. Segui 
Mr.. Tons s R. Severe 
Mr. Romeo M. Panique

Group n

Mr. Justino Galano 
Mr. Lucio A. Guzman, Jr. 
Mr. Pedro Mendoza 
Mr. Jesus F . Villanueva 
Miss Julita Esguerra  
Mr. Edilberto Avendaflo 
Mr. Emilio V. Chavez 
Mr. Bias A. Ladrera  
Mr. Jose L. Casiple 
Mr.. Avelino A. Palomero 
Mr. Alfredo Respicio



T^._GrouJ3.Answers to Questions of December 17. 1963 

Qa.I|Ov..1

Group I answered question nc. 1, December 17, 1963, as
follows:

1., Solicitation of increased subscriptions to stocks and in the paid- 
up capital of the lom bers of the FaCoMa.

2. Request for the return of accumulated 5% insurance fee with
held by the AC CFA  from the FaCoMas.

3. To collect an amount corresponding to ?0. lo per cavan from 
members who deposit palay with the FaCoMa and v(h ich amount 
is to be credited individually to members as their additional 
paid-up capital.

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

5. Securing of outside financing by mortgaging FaCoMa-owned 
facilities.

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

7., Withholding for capitalization purposes one cavan or amount 
corresponding to it from every 50 cavan deposit or in such 
proportion.

8 ., Expansion of voliimes of business in prcfitr.bla imdsrtaldrg s.

9. Increasing the retained 45% of savin^c int-ndod f^r additional 
working capital of the FaCoMa to a hir'her percentr-go.^

Group II on the other hand ansvv'ered the question as follows:

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

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



3. Retaining an amount out of their patronage re fund a and stock 
from members to increase their shareholdings,

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

5. Collection of P I . 00 per bag of fertilizer and 5̂ 0. 10 per cavan of 
palay or corn among members*

6 . Conducting educational campaigns to develop a strong cooperative 
organization among small farm ers 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 capital.

To the second question of December 17, 1963» Group I answered
the same as follows:

1 . By iQcreseiag in proportion the amount of credit assistance in 
kind rather than in cash so as to avoid misuse or diversion of 
funds.

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

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

4. To assure ways and naans by which palay pledged by farm ers 
who receive financing are actually deposited on designated 
warehouses to avoid past failures and seeing to it that personnel 
utilized in the program have virtues, honesty, integrity, com
petence and dedication.

5. By iJsHlzing deserving organized cooperatives in the implemen
tation of the program is there are such, so as to avoid waste of 
mxich tine and money, hiring of many additional employees, and 
the impracticability of the ACA dealfi^g direct with thous ands of 
farm ers individually if it could be done collectively*



6 . There would be more sense of responsibility in farm ers 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 likely be considered as a hand-out.

7* Securing of co-makers cf farm ers obtaining loans.

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

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

2. In an area where there are weak or non-revitalized FaCoMas, 
there should be a definite program for revitalizing them within 
a specific period inorder that they tein 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, that is, 100% of the salary ,̂ 
or full, for the first year, 2/3 for the second year, l/3 for the 
third year and thereafter, beg9nning the fourth year, the full 
cost of the salary to te borne or financed by the FaCoMa.

Q-. No. 3

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

I. Advantages are:

a. Proposed farm  technicians are qualified nen \)d 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 nono.

d. Farm  technicians are supposed to ctay in the barrios 
and could guide farm ers effectively.



e. Diversification of crops may be practised intensively to 
give more returns to farm ers.

2* Difficulties pointed out were:

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

b. Farm ers are generally reluctant to follow modern prac
tices and attend me etings,

c. DiGKculties may arise in case a when farm technician s and 
farm ers may not see eye to eyo with erxh other.

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

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

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

1. Advantage s

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

b. Farm ers can be apprised of the cost of his modern farming.

c. It will place the farm er's a id  his fam ily's resources within
the government's technical and material assistajice program. 
By self-help, he can raise his standard of living as a result 
of increased production and better incona .

2. Difficulties pointed out were:

a. Filipino farme rs in general are indij^erent to change.

b. He seeras to lack self-confidenca

c. His understanding is limited.



d, E3ctra family obligations disturb him.

e. Slightest failure in his guided farming y  stem is likely to 
shake his faith in the siystem.

Q. No. 4

Group I ajiswered question no.. I of December 17, 1963, in the 
following manner;

1. A FoCoMa with dedicated and efficient management.

2. A Fc-CoMa with adequate facilities such as warehouses and rice 
m ills,

3. FaCoMas which hssre been active in continous operation for 
several consecutive years and which can be clearly identified 
from defunct FaCoMaa

4. FaCoMas whose management officials were or a.re not 
connected with any irregularities and anomalis.

5 . FaCoMas wit|t s o u n d  business operations for a nurdcer of years 
sufficient enough to determine competence in management, aside 
from a satisfactory record of loan repaymeit s.

Group n  on the other hand answered the same question in the 
following manner:

1. The books are all in order and ready for credit.

TB® officers of the FaCoMa should all be efficient in their jobs
throughout the FaCoMa operation.

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

4» Officers should all be active in patronizing the operations of the 
FaCoMa for several years.

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

6 . In case of different loans, the FaCoMa should pay the ACA at



certain percentages the fai^niers to the FaCoMa such as{

commodity loans ---- 100%
production loans not less than 7 5%

7. Payment 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.

Y. Group Answers to Questions of December 18. 196 3. 

fiL..,No. 1

Group E answered g^uestion no. 1 of December 18, 1963, in the 
following manner: As to sotxrces -
1. ACA
2. CCE
3. PNB
4. DBP
5. Rur&l banks
6 . Private me r<h ants

As to adequacy

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

2. In case Fa oMas have no facilities, there should be provided 
by the ACA^

3. Loans for sacks are necessary.

The ame group answered the second question of December 18, 
19 63, as follows:

1. Existing credit unions should be expanded tc as to  include 
FaCoMa farm er-m em bers; in case there are none, credi6 
vinions should be organized and established.

2. Information can be secured from  CAO and the Central Coopera
tive Edocational Board, Isabel Building, Espafia, Manila.
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NOTE: FT - Farm Technician 
HT - Home Technician 
LS - Loan Supervision


