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HIGHLIGHTS

Cooperatives have high compliance in
allocating community development funds
(CDF).
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There is relatively low actual utilization
rate of CDF among small cooperatives.

The higher the net surplus and the number
of cooperative members, the higher is the
actual CDF spent.
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Most common community development
funded projects implemented by cooperatives
are solicited donations on: school-related
minorinfrastructureandfacility provision; tree
planting; medical assistance; scholarships; and
donations for community and school events.

Lack of participation, manpower and time
constraints of members and poor coordination
with partners are the perceived challengesin the
conduct of community development projects.
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One area where cooperatives differ from corporations as form of organization or business is supposed to be their
deeper concern for the community and of higher level of social responsibility.

Cooperatives are expected to be more caring for the
communities in which they operate. The seventh cooperative
principle “concern for community” brings to life the twin
elements of cooperative — “self-help and self-responsibility” and
the “ethical values of honesty, openness, social responsibility and
caring for others” (ICA, 2015).

Thus, cooperatives in the Philippines are mandated
by law to allot not less than three percent of their annual net
surplus for projects or activities that serve the community where
they operate. Republic Act No. 9520 or “An Act Amending the
Philippine Cooperative Code of 2008” stipulates that “while
focusing on member needs, cooperatives must work for the
sustainable development of their communities through policies
approved by their members”.

This paper hopes to contribute to the scant literature
on how cooperatives in the Philippines raise and expend their
community development funds (CDFs) and the problems
and constraints to CDF-use. It takes the case of the Cordillera
Administrative Region (CAR) in Northern Luzon.

Cooperatives as policy instrument in the Philippines

Cooperatives serve as one of the government policy
instruments in promoting social justice and inclusive economic
development. This is spelled out in the Philippine Constitution
of 1987 and in the enabling laws passed by Philippine legislature.
The enabling laws include: Cooperative Code (RA 6938) and
Cooperative Development Authority (CDA) Charter (RA 6939).
CDA is tasked to promote viability and growth of cooperatives as
instruments of equity; social justice, and economic development.

As of 2018, 18065 cooperatives have been operating
in the country. The total assets from the reporting cooperatives
is around Php430B and net surplus of Php19M (CDA, 2019).
Total membership of the 11,138 M reporting cooperatives is
around 11 million and total number of employees reached
581 M individuals. More than 20 cooperative types exist in the
country. This diversity indicates a potential pervasiveness of
cooperatives as social and economic development instrument
for the country.

All opinions, findings, conclusions and recommendations expressed in this memo are those of the authors, not necessarily of Benguet State University.
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Total number of
active cooperatives
as of December
2017 is 642
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3 cooperatives in CAR have reached

Billions in total assets

56% are Multi-Purpose Cooperatives; 28.5% agriculture-
based and 26.6% non-agriculture-based; 20% are single credit
@ cooperative. Other types of cooperatives in the CAR are:
consumers (6%); agriculture (6%); transport (3%), marketing
(2%), producers (2%), housing (0.3%), service (1%), ARB (0.9%),
federation (0.9%), Union (0.8%), and Advocacy (0.2%).
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Credit is the single largest service that CAR cooperatives

@ Provide to their members followed by savings. Interest payment
on loan services comprises the largest source of cooperative
income in the region from where CDF are drawn.
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72% of the total cooperative assets of CAR are
held by the large cooperatives while only 2%
are held by the micro-cooperatives.
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Source of basic data: CDA-CAR, 2018
Figure 1. Percentage distribution of CAR cooperatives, by size, by province, 2015
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/G DATA AND SOURCE

Primary and secondary data were used in
this paper. The secondary data came from CDA
reports and were used as the sampling frame
for primary data gathering. For the primary
data gathering, a survey questionnaire was
developed, pretested and administered to CAR
cooperatives using mailed survey. Out of the
complete enumeration of 223 small, medium
and large (SML) cooperatives registered with
the CDA, 56 cooperatives (25%) participated
in the survey after many follow-ups through
telephone, email and personal visits to nearby
cooperatives. The survey was conducted from
November 2017 to April 2018. Information
covered the last five years from the survey
period, mostly covering the 2016 calendar and
accounting period.

® &6 0 06 06 06 0 06 0 0 0 0 0 O 0 0 0 0 0 0o o

® © & & 0 0 0 0 0 0 0 0 0 0 0 O O O 0O O O O 0 0O 0O O 0 0 0 00

=€), MAJOR FINDINGS

Average Net Surplus and Percent Allocation

The mean net surplus of SML cooperatives in the CAR in 2016 is
Php4.9 million with median at Php775 thousand. Majority of cooperatives
have assets between Php6M to Php30M total assets bracket with net surplus
ranging from Php362,621 to Php1,050,895. Some three cooperatives with
assets over Php500M earned mean net surplus of around Php50 million in
2016.

On net surplus allocation, there is a high level of compliance to the
3% of net surplus mandatory CDF allocation and other rates for other statutory
funds across size categories. This means that unless the net surplus is zero or
negative, there is always a yearly allocated amount for CDF which can be used
by the cooperatives for community development activities.

The total CDF of the 56 respondent SML cooperatives as of December
2016 is Php11.7 million or an average of Php217,012 per cooperative. The total
aggregate CDF fund of the reporting cooperatives was 39.1 million pesos,
57% coming from large cooperatives, 35% from medium cooperatives and 8%
from small cooperatives. This is estimated to be 0.25% of the total assets of the
reporting SML cooperatives in the CAR amounting to almost 16 billion pesos.
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Actual Community Development Projects Implemented

Table 1. Actual CDF and CDF-use from 2012 to 2016, by category, 56 cooperatives, CAR

Cooperative  Mean number of projects® per Average CDF Average CDF spent
Category cooperative in the last 5 years Allotted in 2016 (Php) (Phpfyear)**

Large 7 669,937 206,167
Medium 4 131,136 14,345
Small 2 63,421 7,100
Total 4 217,012 51,827

Note: *can be a program, project or activity;**estimated based from 5-year total

Cooperatives in the CAR were engaged in an average of
four community development programs, projects or activities in a
period of five years (Table 1). Some cooperatives only implement
one community development program but consistent through the
years and with increasing number of beneficiaries. Only 14% of
the respondent cooperatives (all from the small category) did not
engage in any community development activities in the last five
years. CAR cooperatives spent an average of Php51,827 per year
based from actual projects and activities implemented in the last five
years.

Actual amount spent for community development as a
percentage of allocated amount increased by size category. This result
is similar to an analysis of cooperatives in Europe which concluded that
a socially responsible behavior of cooperatives is not homogeneous
(Social Responsibility in Cooperatives: A contribution for
sustainability, 2013). Also, the results indicate that similar to business
corporations in Asia where “profitable or competitive business climate
and wealth accumulation are necessary preconditions to initiate CSR”
(Gonzalez, 2004), larger and wealthier cooperatives in the region are
also more likely to initiate more community development projects.

Type, Beneficiaries and Cooperating Agencies of Community Development Projects

The most common community development projects or
activities funded or implemented by CAR cooperatives are school-
related minor infrastructure and facilities, such as perimeter fencing,
toilet construction, financing or material donation for school
facilities, staircase and railings, septic tank and installation of gate or
lavatory. In addition, they work with cooperating agencies such as
the City Cooperative Development Office, Provincial Cooperative
Council, DENR, LGUs and schools within the region in some of
their tree planting activities.

Many cooperatives also provide scholarship programs
or financial aid to students and medical assistance to individuals

needing help. For many cooperatives, these services can only be
availed by children or relatives of cooperative members. According
to CDA, the law does not prohibit the use of CDF for programs
that benefit only children or relatives of the cooperative members,
but it is necessary that the cooperative use part of their CDF to
implement other programs that will benefit the community outside
their membership.

Other major projects are donations for community events
such as fiesta and other cultural festivals. Table 2 presents other
areas where cooperatives spend their CDE

Table 2. Actual Community Development Projects Implemented by Cooperatives in the last five years, 56 cooperatives, CAR

Community Development Programs/Projects/Activities implemented

School-related Infrastructure/Facilities 11.0 | Agricultural facilities-irrigation/greenhouse etc. 1.8
Tree planting 10.1 | Funrun 1.8
Medical assistance 9.2 Outreach program-youth/juvenile delinquency/incest victims 1.8
Scholarship programs/Student Financial Aid 6.9 Donation to prisoners/Donation to BJMP 1.4
Celebration/Events/Brgy. Fiesta/Cultural Festivals 6.0 Other infrastructure/road concreting/waiting shed 1.4
Brigada Eskwela/Back to School/Donations 4.1 Blood letting 0.9
Donation to indigents/humanitarian assistance 6.0 Church tithing/development/mass sponsor/support 0.9
Livelihood Trainings/Forum/Seminars 3.7 | Adopt a barangay 0.5
Tokens/Benefits to BODs/officers/members 41 Adopt a cooperative 0.5
Sports-related/Sports fest/Donation to sports fest 3.7 | ARCON-Volunteers Baguio 0.5
Church tithing/development/mass sponsor 3.2 | Assistance to cooperative unions 0.5
Clean and Green/Environmental Program 3.2 Bokod PNP Souvenir Book Sponsorship 0.5
Clean-up drive/Barangay clean-up drive 3.2 Cooperative activities 0.5
Assistance to orphans/children study center/PWDs/senior 2.8 Raffle for a cause 0.5
Feeding program 2.8 Restoration of electricity line 0.5
Christmas/Holiday Gift-giving 2.3 Not specified/Community activities - not specified 1.8
Donation/Assistance to calamity victims 2.3

These results indicate that aside from cooperatives
contributing economic benefits to its members through their
credit, savings, and other services, they also contribute to
activities on social development issues — education, environment,
health and wellness, and culture. In studies of corporate social
responsibility (CSR) experiences in Asia and Latin America,
help in such areas are being expected by governments and their

regulatory agencies largely from corporations (IADB, 2004).
Line agencies and barangay LGUs were the top
collaborating or cooperating agencies in the community
development projects or activities implemented. Those
who requested the services or funding from the respondent
cooperatives appear to be largely the cooperating agencies.
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Problems and Constraints in Engaging in CDPs

Figure 2 lists the elicited problems and constraints as perceived by the respondent cooperatives. Many of the constraints can be
addressed by capability building and mentoring initiatives by selected government agencies or CDA-accredited training service providers.
Such corroborate the opportunities and challenges presented by Castillo (2018) in attaining the country’s sustainable development goals
which includes among others, integrated education and training program for implementers of cooperative development plans.

Poor No concrete plan
Limited funds I'?(,k °f. coordination Lack of . of utilizing CDF
participation . Lack of time .
alloted for CDF of members with partner manpower or conducting
agencies (DPs

Figure 2. Problems and Constraints in Engaging in Community Development Projects
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Cooperatives may consider more proactive planning for the intentional use of their community
development funds.

®

(DA and other training providers should capacitate cooperative officers and members in relation to
community development project planning and implementation, and corporate social responsibility.

Cooperative stakeholders especially CDA and the provincial and municipal cooperative councils can
maximize the use of social audit reports for program planning and policymaking.

Since higher net surplus mean higher CDF allocation, the government should sustain and enhance
support to micro and small cooperatives for increasing profitability and sustainability.

Government and development organizations should sustain policy of channeling programs, projects
or any support through cooperatives, or farmer, worker or women associations.

LGUs should foster convergence initiatives among government line agencies, private industries and
people’s organizations, and federated cooperatives for community development planning.
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