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Abstract 
 
 

 

Established in 2005, the Rice Terrace Farmers’ Cooperative (RTFC) aims to not 
only revive native heirloom rice but to preserve their culture through enterprise. 
In the last decade, the RTFC has successfully been able to work in cooperation 
with farmers from the provinces of Ifugao, Mountain Province and Kalinga to 
become a competitive rice exporter. 

 

This paper examines the impact of enterprise building through cooperation on 
the social capital in the rural areas of the mountains of the Cordillera in the 
Philippines. The NGO RICE Inc., social enterprise Eighth Wonder, Inc., local 
government units and the Department of Agriculture Philippines act as the main 
coordinators with the local farmers through the heirloom rice project. The 
project’s main objectives is to empower the indigenous farmers to use their 
traditional knowledge and farming expertise for the development of a 
sustainable and culturally appropriate economic enterprise against the 
degradation, abandonment and conversion to other uses of the rice terraces. 
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Introduction 
 

“Social capital is a rapidly expanding research theme within economics and more 
broadly across the social sciences; it has also become a popular concept with 

policy makers in both developed and developing countries.”1 Social capital is a 
multidimensional concept, which includes the institutions, the relationships, the 
attitudes, and values that govern interactions among people and contribute to 
economic and social development. Social cohesion built through the 
development of social capital is critical for societies to prosper economically and 
for this development to be sustainable. Thus social capital should be seen in the 

context of the contribution it makes to sustainable development2. Traditionally, 
this has been restricted to natural, physical and human capital as the wealth of 
nations on which economic development and growth are based. In recent years, 
it has been recognized that these types of capital only partially determine the 
process of economic growth because they overlook the way in which economic 
actors interact and organize themselves to generate growth and development, 
where the missing link is social capital. Social capital is a relatively new concept 
in the Philippines, however several organizations have started working towards 
building social capital in both urban and rural areas of the country. 

 

The focus of this study is to examine the effect of the establishment of the Rice 
Terrace Farmers’ Cooperative (RTFC) by indigenous farmers in the Cordillera 
Region in the Northern Philippines on the development of social capital through 
enterprise. The principal information sources used for this study are: academic 
journals, interviews with farmers and other stakeholders, recorded data from 
the cooperative, local and national statistical data from the Philippine Census, 
Department of Agriculture and household surveys. 

 

Following this introduction, the paper discusses in detail the operations of the 
RTFC and the next section presents the results of the household surveys and data 
gathered in the field. The final section of the study outlines the challenges and 
prospects of the cooperative, followed by some concluding remarks. 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 

1 Melece 
2 Melece -­­ UNESCO defines sustainable development as a process whereby future generations 
receive as much or more capital per capita as the current generation has available (Melece) . 
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Methodology and Limitations 
 

The focal point of the project work would be the field research results consisting 
of surveys regarding the expenses and income of families and the impact of 
financial transfers. Interviews about the qualitative impact of the transfers 
would also be conducted. The qualitative survey would be concerned with the 
psychological impact of the transfers, such as if it has increased their outlook on 
being able to escape poverty. Finally the quantitative data collected would be 
used to compute the poverty gap of the families who receive transfers and 
compare them to those that do not. 

 

Data collected through household surveys is only representative of a sub-­­ 
population of RTFC members. Due to geographic limitations only members from 
the Province of Ifugao have been interviewed. The timing of the exposure also 
limited the access to farmers from other provinces for interviews because the 
cooperative was preoccupied with post-­­harvest processing. However limited 
the data might be, the survey still gives a concrete picture of the income of 
households. 

 

The household interviews were conducted with the help of translators as some 
of the members speak only basic Filipino. The survey questionnaire was 
answered with the guidance of a translator as well. The expenditure survey is 
designed to give an estimate of the annual income of families. Since families have 
neither tax records nor income records on which to base their annual incomes, 
their expenses were used to estimate their income. 

 

Annex 1 contains the results from the household survey. The data gathered only 
covers one point in time spanning one year, thus conclusions cannot be made 
regarding long-­­term poverty alleviation. However estimating the annual 
income of farmers allows us to see the following: 

 

 View a snapshot of how RTFC members fair in terms of income against 
the rest of the region/province;

 A more informed insight on the quality of life of RTFC members can be 
seen through the demographic data collected;

 The expenditure data stands in as an approximation of the income 
generated by farmers on an annual basis
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The Cordillera Administrative Region 
 

The Cordillera Administrative Region (CAR) was created after the issuance of 

Executive Order No. 2203 by President Corazon P. Aquino on July 15, 1987. CAR 
is composed of Abra, Apayao, Benguet, Ifugao, Kalinga and Mountain Province. 
Its rugged terrain and mountainous topography has been home to dozens of 
indigenous tribes collectively known as the Igorot. The Cordillerans speak 
various dialects and languages which include: Ilocano, Ibaloi, Kankanaey, 
Kalanguya, Kalinga, Ifugao, Itneg, Isneg, Pangasinense, Tagalog, and English. 
Although there the Igorot can be subdivided into numerous groups and tribes, 

two broader groupings may be made of the Igorot4. 
 

 The first broad group (the Nabloi, kankanai, Lepanto Bontoc, southern 
Kalinga, Tinggian) generally all live in populous villages save for the 
Ifugao who have small farmsteads of kinsmen scattered throughout the 
rice terraces.

 The second group (the Gaddang, northern Kalinga, and Isneg) are 
sparsley settled in hamlets.

 

However, the Igorot, despite having similarities in traditions and practices, each 
tribe must be considered a separate ethnic group with their own ethno-
­­linguistic characteristics and practices. It is important to understand that, 
despite being grouped as Igorots, each have their own unique cultural and ethnic 
identities. The region owes its ethno-­­cultural diversity to the topography of the 
Cordillera mountain ranges. 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 
3 Source: The Official Gazette of the Republic of the Philippines 
http://www.gov.ph/1987/07/15/executive-­­order-­­no-­­220-­­s-­­1987/  
4 Britannica encyclopedia http://www.britannica.com/EBchecked/topic/282386/Igorot 
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The CAR Today 

 

The Cordillera Region is also one of the most impoverished regions in the 
country. A study about microfinance in the Philippines5, notes that the provinces 

of Ifugao, Kalinga and Mountain Province have poverty incidence6 rates of 
68.41%, 57.17%, and 54.98% respectively. 

 

The CAR is on track in only one-­­third or 9 out of the 27 of the applicable 
indicators for the Millennium Development Goals (MDG). CAR has made 
significant strides in the reduction of poverty and hunger (Goal 1) and the 
combat against malaria (Goal 6). However, the Cordillera region has a low 
probability of achieving 11 MDG targets and a medium probability of meeting 7 

other MDG targets7. 
 

Among the CAR provinces, Mountain Province has the most number of MDG 
targets that could be attained with a high probability by 2015. The province has 
made notable improvements particularly in the eradication of poverty and 
hunger (Goal 1) and the improvement in access to safe water supply and 
sanitation (Goal 7). However, like the rest of the region, the achievement of 

universal primary education (Goal 2) remains elusive8. 
 

The depressed social conditions in the region continue partly due to the regional 
economy, which continues to be sluggish. The CAR contributed 1.95% to the 
national Gross Domestic Product. In 2012, CAR’s Gross Regional Domestic 
Product improved by just 1.02% in agriculture, while its agricultural production 
only increased by 0.85% in the same year. 

 

In 2012, rice production was recorded at 453,461 metric tons, up by 5.71% from 
the previous year. The agricultural sector employs 48.3% of the region’s working 
population; of those employed in the agricultural sector 63% were male, while 
37% were female. The average wage for males in the agricultural sector is 

235.48 while for females in the same sector are 223.289, both are lower than the 

legally mandated minimum of P246 (US$5.59) per day10. 
 
 
 
 
 
 
 
 
 
 
 
 
5 Philippine Microfinance Discussion Papers, Poverty Outreach of Selected Microfinance 
Institutions in the Philippines  
6 Poverty incidence refers to the percentage of households within an area who are poor where 
the national poverty line is at P39.52 (US$0.90) per person, per day  
7 MDG Watch prepared by the Philippine Statistics Authority, current as of June 11, 
2014 http://www.nscb.gov.ph/rucar/sn14_04_mdg.htm 
8 Ibid 
9 Source: Bureau of Agricultural Statistics, http://countrystat.bas.gov.ph/?cont=16&r=14  
10 Since farmers have no employers, no emplyoer has an obligation to pay them at least P246/day 
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Cordilleran Society 

 

The indigenous people of the Cordillera region have long served as emblematic 

of a proud and fiercely independent culture that has resisted colonization11. 
Despite having converted to Christianity, the Igorot still continue to practice 
ancient rites and traditions, especially those that are closely tied with rice 
production. 

 

One such cultural convention is the customary land12 laws that govern land 
ownership and management in the region. In the Cordillera, customary land law 
recognizes both common and individual property rights, which define the use, 
access and transfer of land. Common land law refers to rights to use the land 
belonging to each member of the village while individual property rights are 

restricted to members of a descent group13. This unique tradition is partly the 
reason behind why most of the farmers in the region are also landowners. Unlike 
in other parts of the Philippines, which borrow heavily from the Spanish colonial 
style of agriculture wherein, a landlord owns large plots of land and farmers are 
paid wages. Although traditional means of access to land in the Cordillera 
through inheritance continue to remain dominant, access gained through 

purchase and rental has recently become more common14. Based on interviews 
with farmers, rental of land has not been completely modernized; payment of 
rent is still settled in traditional ways. The value of rent to be paid out is 
determined by the output of the farm. The landlord and the tenant split the 
output in half and is paid out in either the cash value of the crops or in actual 
crops, with the latter being more commonly practiced. 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 
11 Peterson Performing Indigeneity in the Cordillera: Dance, Community, and Power in the 
Highlands of Luzon  

12 Crisologo-­­Mendoza and Van de gaer describes Customary land law as laws consisting of 
traditions and customs that determine the use and ownership of land. 

13 Crisologo-­­Mendoza and Van de gaer  
14 Crisologo-­­Mendoza and Van de gaer 
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The Province of Ifugao        

       
   Human Development   

  2009  2000  1997 

Human Development Index 0.438  0.461 0.452 

   Demographics     
  2010  2007  2000 

Total population 191,078  180,815 161,623 

Growth rate 1.69  1.56 0.93 

Average household size 4.84  4.98 5.15 
   2010-­­2015 2005-­­2010  2000-­­2005 

Life expectancy at birth        
Male 64.7  62.4 60.1 

Female 69.72  67.42 65.12 

 Highest educational attainment   

  2010  2007  2000 

No grade completed 6,639  13,869 15,570 

Pre-­­school 10,500  5,266 4,216 

Elementary 69,035  66,191 64,884 

1st-­­4th grade   -­­ 36,731 38,257 

5th-­­6th grade   -­­ 12,057 26,627 

Graduate   -­­ 17,403  -­­ 

High School 44,210  41,201 30,786 

Post Secondary 3,426  3,007 3,550 

 

Table 1 Source: National Statistics Office 

 

The Province of Ifugao is situated in the Northern Philippines and is 8-­­12 hours 
away accessible only by road from Metro Manila. Many towns and municipalities 
are only accessible by jeepney through gravel roads. The Ifugao speak a 
multitude of indigenous dialects while Filipino and English are learned through 
schools, radio and print media. 

 

It is one of the most under developed provinces in the country with an HDI of 
0.438, in contrast to 0.660 national HDI. Education is a serious problem in the 
province, almost half of the population only have 0-­­6 years of education. The 
culture of the Ifugao people continue to revolve around rice with the terracing of 
mountain faces as the principal means of rice cultivation. In 2010, the province 

produced 60,350 metric tons15 of rice. 
 
 
 
 
 
 
 
 
 
 
 

 

15 Source: National Statistics Office, Ifugao Quickstat. 
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Ifugao Society 

 

In farming communities women’s domestic labor traditionally spreads into the 
agricultural landscape. In Ifugao society, female labor and feminine agricultural 
knowledge have traditionally been involved in the major subsistence crops of 
rice and vegetables. In ancient Ifugao society, women have tended the fields and 
gardens while men hunted and traveled to other communities. Work has 
historically been gendered on a fairly contingent and flexible basis with only a 
small percentage of agricultural tasks strictly marked for one gender. However 
as part of a locally mediated process of modernization, the desirable gendering 
of work have become more specified. This resulted in women withdrawing from 

the manual labor associated with agricultural production16. 
 

Modernization in the form of cultivating hybrid rice varieties has changed the 
gender dynamic in the farming villages. Hybrid rice is cultivated twice a year, in 
contrast to once a year for traditional heirloom rice varieties. Hybrids require 
chemical fertilizers and pesticides for proper cultivation. This allows farmers to 
have two cropping seasons in one calendar year. Transitioning to hybrid rice 
allows both men and women to plant and harvest rice. The figure below depicts 

the gendered labor patterns for each type of rice17. 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 

Figure 1 Gendered labor patterns in rice cultivation for varieties grown in paddy 
fields – traditional heirloom and hybrid 

 

Women have traditionally been the custodians of native rice varieties and the 
rituals used to ensure their productivity. Transitioning from heirloom to hybrid 
commercial varieties has created broad changes in the way traditional Ifugao 
families are organized. 
 
 
 
 

16 McKay  
17 McKay 
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The Rice Terrace Farmers’ Cooperative 

 

For centuries, Igorot (indigenous people of the Cordillera region) culture and 
religion have been centered on rice, which subsequently shaped community 
rituals as well as numerous aspects of everyday life. The rice terraces in the 
Cordillera, often referred to as the Eighth Wonder of the World, stands as an 
extraordinary reminder of how much the indigenous people of the region valued 
rice. Despite having fertile land and a strong cultural heritage for farming, the 
region remains to be one of the most impoverished in the country. While the 
remoteness of the region played an important role in preserving the culture and 
traditions of the indigenous people, it however made them ill equipped to 
participate in a modern economy once they had an opportunity to interact with 
the other regions. This gap has caused some of the younger generations of 
farmers abandon their farms to seek better opportunities elsewhere. In spite of 
this, thousands of farmers continue to work the terraces, primarily growing 
traditional varieties of rice. 

 

With the advent of new technologies and continues strides in agricultural 
sciences, traditional rice varieties have become economically unfeasible to 
produce. Ironically, in a country where the staple food is rice, the market for 
traditional varieties is almost none-­­existent. Traditional rice varieties require 
higher labor inputs as opposed to low land or modern hybrid varieties. 
Traditional rice can only be harvested once a year, while low land or modern 
varieties can be harvested for up to two to three times per year, thus making the 
production cost of traditional rice varieties at least double that of low land and 
modern varieties. 

 

To address this problem, the Revitalize Indigenous Cordilleran Entrepreneurs 
(RICE, Inc.) was created with the mission of helping to preserve heirloom rice 
and the culture of community rice production that surrounds it. To this end, 
RICE, Inc. helped establish the RTFC as a way to empower the farmers and to 
help them become a singular entity so that they can tap the foreign market. 

 

The Rice Terrace Farmers’ Cooperative (RTFC) is the product of the Cordillera 
Heirloom Rice Project which was spearheaded by former graduate school 
classmates Vicky Garcia and Mary Hensley, the founder of the NGO, RICE, Inc., 
and founder and owner of Eighth Wonder Rice, a social enterprise based in the 
United States, respectively. The project is focused on making traditional rice 
varieties—the crop that nearly every high-­­elevation farmer grows—a source of 
economic opportunity. In doing so, the indigenous people use their knowledge of 
rice production to develop a sustainable and culturally appropriate economic 
enterprise. The vision of the Cordillera Heirloom Rice Project includes: 

 

 The establishment of a cooperative business that produces and sells the 
heirloom rice of the high elevation rice terraces;

 A renewal of social stability through the building of farmers’ cooperatives 
and the skills and capacity building training of the farmers;
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 The implementation of a business model for a vertically integrated, 
shared-­­equity rice business, which will give farmers an opportunity to 
be equal partners with a meaningful stake in the success of the business;


 The building of an economic enterprise that is environmentally 

sustainable;

 The revitalization, maintenance and use of the high-­­elevation terraces 

and watershed areas for their historic purposes.18
 

The project combines social development; inclusive growth, enterprise building 
and social capital formation through the enhancing of the members’ capabilities 
to produce and sell export quality rice. Since 2013, the cooperative has created a 
microfinance service for its members for income security because of the 
irregular nature of their income. 

 

The RTFC was established in 2005 in the provinces of Ifugao, Mountain Province, 
and Kalinga through the assistance of RICE Inc., to support sustainable 
agriculture within the member communities in the region. Mr. Samson Cabbigat, 
chairman of the Board of Directors of the RTFC mentions that the cooperative 
was established with the objective of preserving heirloom rice. This initiative 
was meant to solve the problem of farmers migrating to cities, specifically Metro 
Manila for higher wages, which indirectly caused the extinction of some rare 
varieties of heirloom rice. The cooperative planned to resolve this problem by 
selling to foreign buyers since there were no local buyers willing to pay for rice 
at the price they needed to be able to preserve the terraces. 

 

He points out that the farmers that continued to work the terraces had to switch 
to commercial hybrid varieties. He argues that this was because the local 
government supported and advocated new rice varieties that were more 
resistant to pests and more resilient to climate change. Mr. Cabbigat also 
mentions the threat modern varieties poses on the terraces. He argues that since 
the soil is going to be dependent on chemical fertilizers and since it has not been 
used in the terraces for a long time, there might be a risk that the quality of the 
soil might deteriorate, making the terraces more vulnerable to landslides. 

 

Like many other grassroots initiatives, the RTFC had a very rough beginning. 
According to Mr. Cabbigat, there was virtually support from the local 
government; in fact they were constantly criticized for designing their business 
model around servicing the foreign market. The government was not completely 
convinced about the idea of reviving heirloom rice. By reviving heirloom rice, he 
reveals that traditional ways of life have also been revived through this 
endeavor. Since farmers do not have to harvest twice per year, they have gone 
back to other traditional sources of income, which their ancestors also did during 
the off-­­season. Weaving, wood carving, basket making, vegetable planting, 
horticulture, are being revived as alternate sources of income by the farmers. It 
did not take long for the local government to see the potential in reviving 
heirloom rice varieties. 
 
 
 
 
18 Source: Heirloom Rice http://www.heirloomrice.com/index.php?p=project 



14 
 

 

RICE Inc., works with government entities and other NGOs to help each farmers 
group with workshops that encourage active participation in decision making, 
and develop leadership and business skills with the end of becoming a fully 
independent sustainable business that is owned and operated by farmers. RICE 

Inc.’s goals include19: 
 

 Revitalize
o Build strong farmer group cooperatives  
o Re-­­energize support for the terraces  

 Indigenous
o Build on traditional agricultural techniques  
o Support traditional knowledge in terrace farming and rice 

cultivation  

 Cordilleran
o Build a pan-­­Cordilleran federation of rice terrace farmers  
o Promote awareness of the Cordillera’s natural and cultural 

resources  

 Entrepreneurial Initiatives 
o Support farmers to increase production and assure the quality of 

heirloom rice for sale in the domestic and international markets  
o Conduct trainings and workshops that enable farmers to more 

effectively participate in the economic development of their  

communities 
o Ensure strong female participation 

 
 
 

Since then, the project has continued to be a collaborative effort among RICE, Inc, 
RTFC, Eighth Wonder, Inc. and the municipal, local and regional agencies of the 
Cordillera. 

 

From humble beginnings in 2005, exporting 800kgs of samples to the United 
States, the RTFC has dramatically increased its output to 18550kgs in 2014. 
Apart from the role RICE Inc. plays in helping the RTFC access foreign markets, 
RICE Inc. through the Adopt-­­a-­­Terrace Project, which was started as an 
intervention initiative to connect private donors to farmers. This initiative 
addresses the needs of farmers for emergency funds during times of calamities 
or to reclaim abandoned farms due to a lack of capital needed to maintain the 
farm. Toward that end, RICE Inc., in 2012, distributed grants to 57-­­small 
holding farmers, in two rounds of grants amounting to P 418,400 (US$9,980.00) 
who wished to rehabilitate terraces that have been badly destroyed during the 
2011 typhoons. 

 

In 2013, the cooperative has started offering collateralized microfinance loans in 
the amount of P 10,000 (US$240) to the farmers as a means for them to achieve 
income security. The microfinance operations started with a grant received from 
the national government amounting to P 500,000 (US$12,000), which was also 
used to acquire lots as investments. 
 

 

19 RICE Inc. 2005 Annual Report 
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How the cooperative works 

 

The continued growth of the cooperative is a result of a working partnership 
between multiple parties and stakeholders with RICE Inc. at its core. 
 

Throughout the year, the RTFC conducts various workshops and trainings about 
quality control, organic farming practices, good manufacturing practices, inter 
alia. 

 

The cooperative strictly inspects the produce according to the following 
standards. 

 

The cooperative allows individual farmers to act as a singular entity to sell to 
foreign and local buyers, rather than individual farmers. This makes it easier for 
farmers to obtain local and foreign organic certification and export licenses. 

 

As illustrated in table X below, the total volume produced by RTFC farmers has 
been on an upward trend. The continued growth in sales has allowed the farmers 
to conduct workshops, product education and create some marketing campaigns. 
The disbursement of the in revenues from the 2014 harvest season is illustrated 
in Figure 1 below. 

 

The Rice Terrace Farmers Cooperative was established in 2006 with the goal of 
preserving the terraces and native varieties of rice, which are slowly becoming 
extinct. Farmers are now replacing native varieties, which can only be harvested 
once a year for low land varieties, which can be harvested up to twice per year. 

 

Currently there are 17 varieties, which are approved for export in the United 
States. However only 6 are being exported because of a lack of demand. Heirloom 
rice has very distinct characteristics compared to commercialized rice. One key 
difference is that heirloom rice can only be harvested once a year, while 
commercialized rice can be harvested 2-­­3 times a year. Heirloom rice only 
thrives in high altitudes; according to farmers heirloom rice can only survive in 
areas that are 700-­­1,500 meters above sea level (MASL). Another key 
characteristic is that heirloom rice is generally more aromatic than commercial 
varieties. Its aroma, however, is a double-­­edged sword. Its unique aroma 
attracts more than just consumers. The more aromatic heirloom rice also 
attracts pests such as rodents and birds. This problem is worsened by the fact 
that some traditional farms are beside pest-­­resistant hybrid rice, since 
heirloom rice has no chemical resistance against pests, they converge on 
traditional farms. Needless to say heirloom rice is more labor intensive and 
expensive to produce because it can only be harvested once a year, already 
doubling the retail price, only more expensive organic fertilizers are used and 
rice paddies have to be much cleaner than ones that grow hybrid rice to ward off 
pests. Despite these difficulties, traditional farming has started to grow again in 

the region, as evidenced by the following table.20 The table below shows the 
annual volume produced by the RTFC (in kilograms). 
 

 

20 Interview with Mr. Samson Cabbigat 
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Table 2. Annual production of the RTFC 
 

    Annual Production  

Year 
 Volume  Value 

Farmers 
Participating 

 (Kilograms)  (Pesos) Municipalities     

2005  869  P 43,450 27 4 
2006  7,500  P 360,076 262 13 
2007  17,000  P 899,995 329 13 
2008  13,500  P 849,982 201 9 
2009  8,600  P 506,087 280 9 
2010  13,700  P 888,520 161 8 
2011  8,300  P 811,270 142 8 
2012  24,400  P 1,298,790 168 7 
2013  29,000  P 1,713,500 243 8 
2014  19,100  P 1,263,000 285 9 
Total  142,000  P 8,634,670 2098 Average (8) 

 

Figure 2. Disbursement of sales from 2014-­­harvest season 

 

Supporting the Cordillera Heirloom Project Through Sales  

 Current amount in Amount paid  
 bank directly to farmers  

Receipted 5% for rice  

operational  37%     

expenses       

associated for       

Cordillera Heirloom       
Rice Project:       

operational 
    1  
      

expenses for 
  

 

 

2 
 

    

workshops, 
    

3 
 

     

staffing, overhead,     
4 

 

product education 
     

    
5 

 

and marketing      
      

51%       
  Consolidation  

  expenses  

 
Interest paid on 

associated with  
 getting the harvest  
 

2013 harvest loan 
 

 from the field to  
 

1% 
 

 Manila  
   

  6%     

       
 

Source: Year-­­end presentation to the IRRI by RICE Inc. 
 
 
 

More than half of the proceeds from the sales of rice go directly to operational 
expenses, while 37% of the proceeds go directly to farmers, this is due to the 
farmers making more than 300% more at the farmgate. However the cooperative 
only saves 5% of the proceeds. Despite having a sustained growth in sales, the 
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cooperative continues to be plagued with recurring issues. These issues are 
presented in the SWOT analysis table below. 

 

 

Strengths 
 

 Farmers now have a better 
understanding on quality

 Farmers are now able to 
clean their own rice with 
minimal help from inspectors

 Innovative use of make shift 
equipment

 Continued trucking and 
transport support from the DA

 
 
 
 
 
 
 
 
 
 

Opportunities 
 

 A Canadian social enterprise 
has just ordered an initial 
batch of three varieties

 A local retailer has renewed its 
order from the previous year

 Haute cuisine restaurants in 
Manila are becoming interested 
in heirloom rice

 IRRI has just recently rolled 
out its Heirloom Rice Project

 

 

Weaknesses  

 High retail price
 Poor communication between 

farmers within and between 
different communities

 Poor quality of equipment – 
scales not calibrated, 
broken bag sealer

 Chronic breakdown of mills
 Distances between farms and 

processing centers continue to 
prolong post harvest processing

 Farmer support for the 
cooperative is minimal in 
some areas

 Farmers’ failure to deliver 
on pledges 

Threats 
 

 Cheaper ‘heirloom’ rice from 
other regions in the Philippines

 Inconsistent support from LGUs
 Buyers failing to 

renew contracts

 
 
 

The SWOT analysis is taken from the author’s observations along comments 
from RICE Inc.’s Vicky Garcia and Eighth Wonder’s Mary Hensley. While the 
RTFC continues to make several strides towards becoming a globally competitive 
entity, there were several key road bumps along the way that could have been 
avoided. During the 2014 harvest and post-­­harvest season the RTFC faced 
several challenges that put their abilities to the test. Among the list of 
weaknesses, the most crucial ones are poor communication between and among 
communities, and farmers’ failure to deliver on pledges. These two weaknesses 
are that could be resolved with minimal external support. 
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Taking into consideration that the members are from various ethno-­­linguistic 
backgrounds, it is not surprising that some cultural predispositions might be 
holding them back from communicating. However in the advent of mobile 

technology (the Philippines has 105 cellphones per 100 people 21 ), 
communication problems could easily be solved. 

 

At the beginning of the year, farmers are asked to pledge an amount to sell to the 
RTFC, these pledges in turn become the core of the business plan for the year 
because this gives the cooperative a fair assessment of how much they could 
commit to buyers. 

 

Table 3 Pledges vs. actual production per province in metric tons  
VARIETY  IFUGAO  MT  KALINGA  TOTAL  Total Actual  BUYERS 

    PROVINCE    Pledge  Processed  would have 

            bought 
Ulikan Red 17 0 8 25 7 7 

 

Kalinga 
0 2.5 4.5 7 4 7 

Unoy             

Tinawon 
3 0 0 3 0.5 1 

White             

Tinawon 
2.8 0 0 2.8 1.0 2 

Fancy             

Mt. Violet 0 9 0 9 5.6 7 

Ifugao 
0 1 0 1 0.450 0.5 

Diket             

Total 22.8 12.5 12.5 47.8 18.55 24.5 
 

Source: RICE Inc. Presentation to IRRI 

 

There is a significant gap between the total pledges and actual output of the 
RTFC. The production was short of the pledges by 29.25 metric tons, 24.5 of 
which has been earmarked for sale. To compensate, Eighth Wonder had to take 
only a fraction of what it had originally planned to purchase. It is clear that for 
the cooperative to become competitive, especially in the global market, the RTFC 
has to do a better job in ensuring that the pledges are consistently met. 

 

The future is bright for the RTFC with new buyers potentially picking up the 
slack from the major retailer from the United States who has failed to renew 
their regular order. However the problems that continue to plague the RTFC 
have to be resolved. Coordination, communication and efficiency should be 
developed further in order for them to be more competitive in the global market. 
 
 
 
 
 
 
 
 
 
 
 



 
21 Mobile cellular subscriptions – The World Bank 
http://data.worldbank.org/indicator/IT.CEL.SETS.P2 
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Social Capital 
 

 

Social Capital and Innovation 

 

A growing body of studies that have focused on social capital and the overall well 
being of societies support the arguments for the positive effect of social capital 
on innovation. Social capital, as trust and cooperation between individuals, and 
between them and public institutions can encourage innovation and the 
adoption of knowledge, wherein social capital positively correlates with 
innovation. That is higher levels of human capital enhance social capital and 
social capital can support innovation in a number of ways, mainly though its 
effect on trust, shared norms and networking which improve the efficiency and 
exchange of knowledge. It is also argued that: innovation is an important 
mechanism that transforms social capital into higher income levels; higher 
innovation performance is conducive to per capita income growth; and social 
capital affects this growth indirectly by fostering innovation. Moreover, 
innovation is an important avenue by which social capital increases income 

growth22. 
 

Economically speaking, social capital has three key ideas: 1) social capital 
generates positive externalities for members of a group; 2) these externalities 
are achieved through shared trust, norms, and values; 3) shared trust, norms and 

values arise from informal forms of organizations based on social networks23. 
These aspects of social capital have been what economists have paid attention to 
for their effect on economic development. While there are numerous definitions 
of social capital found in academic literature, of the more common definitions of 
social capital is that of the OECD: “networks together with shared norms, values 
and understandings that facilitate cooperation within or among groups.” Within 
these definitions of social capital there are four dimensions of social capital: 
informal social ties, formal social ties, trust, and norms of collective action. 
Moreover, the World Bank stresses that social capital refers to the institutions, 
relationships, and norms that shape the quality and quantity of a society’s social 
interactions. There are two distinct types of social capital; horizontal and 
vertical, wherein the former reflects ties among individuals or groups of equals 
and near-­­equals and the latter, vertical, reflects ties among individuals or 
groups who belong to different levels in the social hierarchy. 

 

However there is still much debate over various forms that social capital takes, 
but one approach divides it into three main categories: 

 

 Bonding social capital: a sense of common identity links people (e.g. 
among family members, close friends or people who share the same 
ethnicity)

 Bridging social capital: links that stretch beyond a shared sense of 
identity (e.g. across heterogeneous groups such as colleagues and friends)

 

22 Melece  
23 Ibid 
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 Linking social capital: links to people or groups further up or down the 
social ladder.

 

The benefits of developing social capital, based on the definitions are: 
cooperation between groups; reducing the costs of conducting day-­­to-­­day 
affairs and doing business; facilitating the spread of knowledge and innovation; 
and promoting cooperative behavior. Increasing evidence shows that social 
cohesion is critical for poverty alleviation and sustainable human and economic 

development24. 
 

Cooperatives as social capital 

 

One of the most recognized creators and developers of social capital are non-­­ 
governmental organizations. Cooperatives are recognized as an important 
instrument for socioeconomic improvement of the community thus making them 
one form of NGOs that play a crucial role in developing social capital. More 
importantly, cooperatives are recognized an important catalyst for socio-­­ 
economic development of the community. The US National Cooperative Business 
Association emphasizes the unique characteristics of cooperatives that make 

them important for the development of social capital25. 
 

 Cooperatives are owned and democratically controlled by their members 
and not by outside investors. Members elect their board of directors from 
their ranks and major policy decisions are based on the one-­­member, 
one-­­vote principle without regard to individual investment;

 Cooperatives return surplus income to members in proportion to their 
use or patronage of the cooperative, and not to their investment or 
ownership share;

 Cooperatives exist to serve their members;

 

Table 4 outlines the seven main principles of cooperatives and their 
characteristics 

 

 Principle  Characteristics 
  Cooperatives are voluntary organizations, open to all 
 Voluntary and open persons able to use their services and willing to accept the 
 membership responsibilities of membership, without gender, social, 
  racial, political or religious discrimination. 
 
Democratic member 

Cooperatives are democratic organizations controlled by 
 their members, who actively participate in settling their 
 control policies and making decisions.   

  Members contribute equitably to, and democratically 
 Member economic control, the capital of their cooperative. At least part of 
 participation that capital is usually the common property of the 
  cooperative 
 Autonomy and Cooperatives are autonomous, self-­­help organizations 
    

 24 Ibid   

 25 Ibid   



 
 

 

 independence 
 

Education, training 
and information 

 
 
 

Cooperation among 
cooperatives 

 

 

Concern for 
community 

 
 

Source: Melece 
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 controlled by their members.  Cooperatives provide 
education and training for their members, elected 
representatives, managers, and employees so they can 
contribute effectively to the development of their 
cooperatives. 
 

Cooperatives serve their members most effectively and 
strengthen the cooperative movement by working 
together through local, national, regional, and 
international structures. 
 
Cooperatives work for the sustainable development of 
their communities through policies approved by their 
members. 

 

Table 5 below lists the various stakeholders and their concerns   

Stakeholders    Area of Concern    

Farmer / Members 
Good price; equity price; reduction of risks; access to 
market; continuity of farming    

    

Customers 
Food safety; wholesomeness; product price; marketing 
efficiency       

       

Employees 
Financial benefits; recognition/pride; working 
environment       

       

Suppliers Price; stability; continuity     

Government 
Taxes; prevention of  oversupply; law  enforcement; 
competition (i.e. no subsidies)    

    

 Sustainable growth; preventing the outflow of resources; 
Society education and services; civil rights; pollution abatement; 

 employment provision     

Landowners Good rent on land; appreciation of land value  

Source: Melece         

 

The unique characteristics and the manner in which they are structured by 
various stakeholders, cooperatives are in a unique position to effectively 
stimulate positive change in building a community’s social capital. 

 

Measuring Social Capital in Rural Areas 

 

One of the key hurdles in the assessment of the effectiveness of cooperatives in 
social capital building is its measurement. Measuring social capital may be 
difficult but it is not impossible. Despite social capital is a broad and complex 
concept; there are several methodologies in practice today that are used to 
measure social capital development in rural areas. The evaluation for the impact 
of the European Union’s Rural Development Program utilizes impact indicators 
to assess the impact of cooperation activities and networking. 
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The evaluation for the impact of the European Union’s Rural Development 
Program (RDP) is presented below. The table outlines the basic evaluation 

questions and impact indicators for the assessment of social capital26. 
 

The rural development policy requires member states to build their RDPs based 

upon at least four of the six common EU priorities27: 
 

 Fostering knowledge transfer and innovation in agriculture, forestry and 
rural areas;

 Enhancing the viability / competitiveness of all types of agriculture, and 
promoting innovative farm technologies and sustainable forest 
management;

 Promoting food chain organization, animal welfare and risk management 
in agriculture;

 Restoring, preserving and enhancing ecosystems related to agriculture 
and forestry;

 Promoting resource efficiency and supporting the shift toward a low-­­ 
carbon and climate-­­resilient economy in the agriculture, food and 
forestry sectors;

 Promoting social inclusion, poverty reduction and economic development 
in rural areas.

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

26 Melece  
27 Source: European Commission http://ec.europa.eu/agriculture/rural-­­ 
development-­­2014-­­2020/index_en.htm 
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Table 6 Evaluation questions and impact indicators for social capital 
Assessment Evaluation questions Suggested impact 

criteria related to social capital indicators 
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 To what extent have the 
Local identity RDP measures increased the 
and interaction amongst actors 
coherence to promote a sense of place 
strengthened and to strengthen 
(Usually community ties? 
associated 

 

To what extent have with 
bounding cooperation and networking 
social capital) increased the economic 
 performance of the area? 

 

Number of people 
participating in collective 
investments and 
composition of participants 
in projects of this type 

 

Relative number and 
volume of business / 
employment arising 
from cooperation and 
networking relationships 

 

Networking 
and openness 
fostered 
(usually 
associated 
with bridging 
social capital) 

 
 

To what extent have RDP 
measures enhanced the 
actors’ capacity to identify 
and take up new ideas, 
tacit skills, etc. and turn 
them, into innovation? 

 
Number of newly 
established external 
relationships to key 
stakeholders, defined as 
such stakeholders playing 
a dominant role in: flows of 
knowledge, flows of 
finance; bestowing 
legitimacy. 

 

Source: Melece 

 

The evaluation questions are flexible enough to be applied to the RTFC. One of 
the key issues Ms. Garcia and Ms. Hensley continually try to address in their 
intervention is that the RTFC currently has no metrics as to measure the 
increased interaction amongst sectors or stakeholders. While the three sectors 
(Ifugao, Mountain Province & Kalinga) that make up the cooperative coordinate, 
there are still key issues to be tackled when it comes to inter-­­province 
communication. 

 

Without metrics, it would be difficult for the cooperative to track their progress 
in social capital building. Currently the only metric that is being monitored 
strictly is the total output of all sectors. 
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Family Farm Expenditure Survey 
 

Calculating Farm Farm Expenses 

 

Calculating the expenditure on family living expenses is especially hard when the 
family and business expenses are closely tied together, as they are on the family 
farm. Farm families have some unique characteristics that create challenges for 
managing farm family expenses. 

 

Farm income is irregular and uncertain; income varies considerably from within 
and between years. Income and expenses follow a seasonal pattern but even 
these patterns vary. One key aspect of farm expenditure that is unique is food 
expenditure; it may be lower than non-­­farm families. Homegrown produce and 
meat substitute for grocery bills, but for families in rural areas consuming 
produce instead of taking them to the market creates significant opportunity 

costs for sales28. 
 

The difficulty in estimating family farm income in the Cordillera is due to families 
not having the proper knowledge in financial planning and record keeping. Since 
families have no records of income both from farm and non-­­farm sources, 
estimating their annual expenses would give us a reasonably accurate estimate 
of how much families earn. Determining income through their expenditures is 
not the most accurate method, however since the families have no access to 
sources of finance other than through the micro loans by the cooperative, it 
would be reasonable to assume that the amount they spend is a good 
representation of how much they earn. 
 

Limitations of the Survey 

 

The Expenditure Survey was conducted with the help of Mr. Jimmy Lingayo, 
manager of the RTFC, he was also the interpreter for those that had a difficulty in 
speaking Filipino or English. The survey was limited to the province of Ifugao 
due to geographic reasons. Only a small sample size of 15 out of 200 farmers 
responded to the survey. It was difficult to conduct the surveys during those 
months since the cooperative was busy with the post-­­harvest processes. 
 

Methodology 

 

Each member was interviewed and given a questionnaire to answer about the 
demographics of the household in the first page and questions about their 
income on the second page. Questions about the demographics of the household 
included their age, years of schooling, and the status of the household (rented or 
owned). 

 

Since the respondents lived in rural areas, the questionnaire regarding the 
household expenditure is not as comprehensive as ones commonly used in urban 
areas. 
 

 

28 Bechman 
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Various methods of valuation were also used to estimate the expenditure of 
families. Some respondents answered food consumption in terms of kilograms 
consumed per month. Since consuming the rice instead of selling incurs 
opportunity costs, the Peso value used to estimate rice expenditure was priced at 
P60 per kilogram treating it as if they sold the rice to the cooperative. 

 

The other valuation method used was in determining annual rent. The concept of 
rent in the province of Ifugao has stayed essentially the same way it always has 
for thousands of years. Rent is paid by splitting the output of the farm between 
the owner and tenant equally. For purposes of valuation, the respondents who 
were tenants were asked for the total output of the farm and divided by two to 
value the amount of rent paid to the owner. 
 

Results 
 

Demographics 

 

One of RICE Inc.’s main goals is to ensure strong female participation in the 
farms. The growing involvement of women is evidenced by the results of the 
survey, 80% of respondents were women. While it was difficult to establish who 
the household leaders were, since both men and women in the household share 
different roles and responsibilities, one thing that is clear is that women are 
becoming more empowered as they are more involved in the farms. 

 

60 percent of respondents have said that they’ve only received 0-­­5years of 
education, almost double than the provincial figures of 36 percent in 2010. 
However in one generation the results have quickly changed, next to farm 
expenses, education is the largest expenses farmers are incurring. Seven of the 
respondents said that they are currently sending children to secondary and 
tertiary education institutions, while two have said that their children have 
already graduated from tertiary education institutions. Respondents who do not 
have children in higher education institutions have said that they have plans of 
sending their children when they are old enough. 

 

The average household size of RTFC members is significantly larger at 6.27 
members per household than the provincial average for Ifugao at 4.84 in 2010. 
One concern of the farmers is that the average age of respondents is 58.53. 

 

The farmers own most of the farms; only three of the respondents have said that 
they are tenants. The ownership structure of farms in the Cordillera explains 
why most farmers own the land that they work in. 
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Expenditure 

 

All families exclusively eat at home, none of the respondents said that they 
consumed food outside of the household. The biggest difficulty in estimating 
household food expenditure was that since they grew most of their food. 
However what is interesting about the survey is that there is a correlation of 

Pearson’s r = 0.526729 between the number of members in the household and 
the amount spent on food. 
 
 
 
 
 
 
 
 

 

Table 7 Correlation between number of household members and amount of food 
eaten at home 
 

 

Food eaten at home 
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Figure 3 Scatterplot of correlation between amount of food eaten at home and 
number of household members where the Y-­­axis denotes the amount spent on 
food per month and the X-­­axis denotes the number of members per household. 

 

Although it might be expected that the as the size of the household increases, 
food expenditures must increase at the same rate as well. Conventional 
knowledge tells us that as the number of household members increase, the 
amount spent on feeding those people should increase as well. However what 
can be inferred from the correlation is that since there are no records of how 
much they spend, families may inaccurately estimate the amount of food they 
consume. 

 

Clothing is also an interesting line item in the survey, none of the respondents 
answered to spending for clothes even on an annual basis. This is due to them 
using hand-­­me-­­downs from older relatives or from donations. 

 

29 Annex 1 
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Payment of utilities also vary, only one farmer pays for water, the rest get water 
from rivers or water pumps. Gas for cooking is also an uncommon expense for 
families, most households still use traditional cooking methods such as using 
firewood or charcoal. 

 

Public transport is one of the bigger expenses households incur on a monthly 
basis. Over a third of the monthly expenses of some households go to 
transportation costs. This is due to the long distances between municipalities 
and the difficulty in reaching others. This means that public transportation 
service providers can only make a few trips a day between municipalities or 
towns. 

 

Overall, families spend around the same amount for all monthly expenses with 
the exception of food. While it is expected that larger families would spend more 
on food, there are some exceptions such as households 8 and 12 made up of 8 
and 9 members respectively. Household 8 only spends P2000 per month on food 
while household 12 only spends P2500 per month. The correlation between 
household expenditure on food and household is not strong enough to establish 
a connection. 

 

Families that have children who are in secondary and tertiary education 
institutions spend a significant proportion of their income towards education 
and education related expenses. Although the highest educational attainment of 
more than half of respondents is 0-­­6 years only, this has not been a hindrance 
in discouraging their children from pursuing higher education. 

 

Medicine and doctor visits are not common expenses for the respondents; this is 
partly due to the fact that some modern methods of healthcare services have yet 
to be brought into the more remote areas of the Ifugao Province. 

 

Taxes and entertainment expenses are nearly zero, with the latter being 
absolutely zero. Finally, as expected, farm expenses are the largest expenses 
incurred by the farmers. These expenses include the maintenance of the stone 
walls that support the terraces, salary for hired farmers, irrigation, among 
others. 
 

Income Gap of Households 

 

Total income of the households is approximated as the total consumption of the 
households. Using the mandated minimum wage for the agricultural sector in the 

region, P246/day 30 (US$5.40), as a baseline to compare with the daily income of 
each farm per day. Only one of the respondent households made less than the 
mandated minimum wage for the region. Household 8 made P61,140 
 
 
 
 

 
30 Source: Department of Labor and Employment 
CAR http://dolecar.net/wage.php 
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(US$1,364), P2,820 short of the annualized minimum wage, P63690 

(US$1,421).31 

 

Following the same formula, households’ consumption per capita per day was 

compared with the daily national poverty threshold32 of P39.52 (US$0.88). Only 
households 8, 10 and 11 were making less than the threshold. Among these, only 
household 8 makes less than the mandated minimum wage and the poverty 
threshold per capita. 
 
 
 

The survey data reflects the effects of the social capital that is being built in the 
province. Ifugao has one of the highest poverty incidence rates in the country at 
68.41%, however despite this, only 20% of respondents have incomes below the 
poverty threshold. Households’ nominal incomes are significantly higher than 
that of a household with a breadwinner making the mandated minimum wage in 
CAR. Four households: 10, 12, 13, and 15 are making more than double the 
minimum. One of the most tangible reflections of higher income is in the 
improvement of education. Farmers’ children are or are well on their way to 
becoming more educated than their parents. 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 

31 Philippine Peso – US Dollar exchange rate set at $1 = P44 (October 2014)  
32 Philippine Microfinance Discussion Papers, Poverty Outreach of Selected Microfinance 

Institutions in the Philippines 
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The way forward 
 

 

Success Story: the Buguias of Southern Benguet 

 

In contrast to many other Igorot tribes, the vegetable farmers of Buguias in 
Southern Benguet have been successfully incorporated into a national and 
international economy with little disruption of several key preexisting cultural 
institutions. The vegetable farmers of Buguias stand as a testament against 
common conceptions of social and economic development. They show that 
commercialization is not necessarily accompanied by a breakdown of communal 

solidarity and that market economies are not limited to large-­­scale societies33. 
 

The Buguias are successful in adapting to the modern market economy because 
they have a rich history of commerce. Their economy was partially 

commercialized since the 18th century. Traders usually carried scales with which 
they measured gold like cash. This eventually evolved into commercial vegetable 
farming when Americans completed construction of roads and mountain trails. 

 

The Buguias economy developed its commercial orientation through indigenous 
trade and over several centuries of autonomous development, profit making and 
communal redistribution were locked together in tight embrace. Developments 
in transportation and farming methods brought them fully into the realm of 
capitalism. The Buguias are both individualistic entrepreneurs and religion-­­ 
obsessed communitarians. Buguias Christians continue to observe both secular 
traditions. Despite the transition from traditional religions to Christianity, 
several key social and cultural institutions remained unchanged. Wealthy 
vegetable merchants occupy the same social position and the ceremonial 
redistribution of foodstuffs remains at the center of social life. Buguias 
communal ties survived the transition to commercialized production because of 
their longstanding tradition and experience in indigenous commercial trade. 

 

How can the RTFC learn from the experience of the Buguias when they do not share 
the same heritage as commercial traders and merchants? The advantage the RTFC 
has that the Buguias did not have until recently is the physical infrastructure and 
capability to cater to foreign and domestic buyers. The Buguias were successful in 

striking a balance between tradition and modernity34. 
 

The RTFC is taking the same steps in that they are not compromising tradition. 
By continuing to grow traditional varieties, the farmers not only avert the 
extinction of these varieties, they also ensure a more balanced and equitable 
gendered labor distribution. 

 

Indeed the RTFC is heading in the right direction in terms of social capital 
building thorough enterprise, however it is important to note that it took the 
Buguias several centuries to fully integrate into the commercial trade. However, 
 

 
33 Lewis  
34 Lewis 
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the RTFC do not have the same luxury of developing a commerce-­­based culture 
over several centuries. I argue that financial literacy and enterprise should be 
inorganically integrated into the society. One method that has been proven 
effective in other settings is the introduction of microcredit and microfinance 
services. While the RTFC has microfinance operations, it is still in its infancy, 
nevertheless, it is a step towards developing social capital. 
 

Microfinance 

 

Microfinance has in recent years becoming a commonly used tool to fight 
poverty and inject much needed economic activity in the grassroots. In a country 
with a high poverty incidence, the need for easily accessibly financial sources to 
bridge the gap between expenditure and income families, specifically those 
working in the agriculture sector, has never been more needed. The Project work 
addresses how microfinance has developed individual capacity to build 
resilience through financial literacy training and financial activities. 

 

Griffiths and Tan from the Transformational Business Network argue for the case 
of microfinance as a means to alleviate poverty. “One of the successes of 
microfinance is that it has demonstrated its ability to help the poor achieve some 

self reliance and dignity through economic activity.”35 Microfinance institutions 
(MFIs) provide small loans to poor entrepreneurs to start up micro-­­businesses. 
The loan repayment rate among MFIs is exceptionally high, normally greater 
than 90%, especially if loans are made to women. They argue that there are 
several advantages to developing microfinance operations. 

 

 It is a low risk (for both lenders and borrowers) way to unlock the 
entrepreneurial skills of the poor.

 The impact is immediate in that the poor can start where they are with no 
new skills required.

 It is one of the best solutions for income security for the poor. MFIs 
enable the poor to start small businesses that increase their daily income 
immediately

 It moves the poor from a welfare dependency mentality, which in turn 
leads to individual responsibility and dignity for the poor.

 

However for all its merits, microfinance’s flaw lies in its primary role. 
Microfinance was developed for poverty alleviation and not enterprise creation. 
Nevertheless microfinance is one of the fastest ways to lift people out of abject 
poverty to ‘normal’ poverty. Given that microfinance loans have such small 
amounts and are seldom packaged with other support, training, or investment, 
only a few among the poor can be expected to succeed as entrepreneurs. 

 

Nevertheless microfinance has a vital role to play because it allows the poor to 
manage their cash flow, however its role in stimulating upward mobility into 
enterprise remains to be developed. Given that finance for agriculture purposes 
needs to be long-­­term and larger in amounts, microfinance products appear to 
 

 

35 Griffiths and Tan 
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be inappropriate if applied on their own. Microfinance seems to be more suitable 
for commercial businesses that experience a high turnover because the loans are 

largely short-­­term and small-­­scale. 36 Ana Marr argues that the design of 
traditional microfinance is clearly inappropriate for rural environments, 
particularly for agriculture. The size and nature of loans are not suitable for most 
crop production, whereby investment returns take a much longer time to 
materialize. The stability of the loans, even with group-­­based schemes, (groups 
of people guaranteeing each other) tend to suffer from higher risks where most 
members are farmers cultivating similar crops and therefore are exposed to 

covariant risks that can affect the entirety of the group. 37 Therefore, for 
microfinance to improve its effectiveness in the rural agricultural sector, there is 
a need to modify traditional microfinance whereby relevant stakeholders 
collaborate with MFIs in order to put in place the necessary conditions for 
microfinance to operate effectively. 

 

There are no easy answers to the alleviation of poverty however enterprise 
based strategy will lay the groundwork for a better educated and resourced next 

generation38. Rather than being the solution, the microfinance operations of the 
RTFC only complements their other social capital building activities. Unlike other 
projects, microfinance is only part and parcel of a bigger mechanism to develop 
empowered, organized and enterprise driven rice terrace farmers. 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
36 Marr, Effectiveness of Rural Microfinance 
 
37 Ibid.  

38 Ibid. 
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Concluding Remarks 

 

The 2000-­­year-­­old Rice Terraces of the Philippines in the Cordilleras stands 
as a testament to how important rice is to the indigenous people of the region. 
Central to Cordilleran culture is built around rice; beliefs, teachings, traditions 
nay culture itself is underpinned by rice which subsequently influenced the daily 
lives of the people. These traditions are unfortunately on the brink of 
disappearance. 

 

The Cordillera Administrative Region is one of the most impoverished regions in 
the country, for the most part this is what is driving the Cordilleras to abandon 
their traditions and grow modern varieties of rice or abandon their farms 
completely in search of more lucrative opportunities. 

 

Social capital development through the RTFC as an enterprise has delivered 
exceptional results in less than a decade. Facing the threat of abandonment, the 
UNESCO world heritage sites of the Ifugao Rice Terraces are being preserved 
partly owing to their successful transformation from subsistence to commercial 
farms. More importantly, one of the most remote and impoverished regions in 
the Philippines has been given a new lease on life. 

 

Given the depressed social conditions, the RTFC was successfully able to 
stimulate economic participation and activities of individual farmers. Since it’s 
establishment in 2005, the following impacts have been achieved: 
 

Social Impact:  

 Farmers’ children are more educated than the previous generation
 Member farmers get paid over 300% more per kilogram at the farmgate 

than the average rice farmer in the Cordillera39

 Members receive regular training in a variety of areas such as organic 
farming, entrepreneurship, good manufacturing practices, and export 
quality control standards inspection.

 Income generated by farmers are significantly higher than those of 

minimum wage earners in the region40
 

 

Economic Impact 
 RTFC members have a steady buyer of their crops.
 High value rice varieties have a steady demand.
 RTFC members41 have a higher income than minimum wage earners in 

the region in both the agriculture and non-­­agriculture sectors.
 
 
 
 
 
 

 

39 The RTFC pays P58-­­60 per kilogram of rice while the regional average is P16.70  
40 Based on the household survey (Annex 1)  

41 Ibid 
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Environmental Impact 
 

 Abandoned and severely damaged farms are being rehabilitated thorough 
the adopt-­­a-­­farm initiative which counteracts soil erosion preventing 
landslides.

 The RTFC requires members to only practice organic farming.
 Members are regularly trained in topics such as sustainable farming.
 Endangered rice varieties are being preserved even if not in through the 

RTFC’s seed bank.

 

Despite having achieved so much in a short amount of time, much work has to be 
done in order for the RTFC to be independent from the support of RICE Inc. and 
Eighth Wonder. With the end of being a sustainable enterprise that is 
competitive in the global market, several issues have to be resolved first. While 
access to capital is important, cultural elements at this stage in development are 
more fundamental. Changes that RICE Inc. and Eighth wonder are trying to 
execute such as giving economic power to all members of society could 
potentially upset the status quo. 

 

Issues such as miscommunication and inefficiency can easily be resolved in 
‘conventional’ enterprises. However the RTFC straddles between three major 
communities and countless other tribes each with their own ethno-­­cultural 
identities. 

 

The project envisions a sustained and enhanced production of quality organic 
native rice while nurturing a balanced ecosystem of traditional and modern 
cultures. To this end, the application of conventional economic growth models 
seems to be inappropriate for the Cordilleras. The idea of wealth in the 
conventional sense is at odds with the idea of wealth in the Cordilleras, which 
revolves around food security and the quality of rice. The challenge of finding a 
sustainable model to balance these opposing ideals continues to be elusive. All 
things considered, what the RTFC, RICE Inc. and Eighth Wonder have done is 
nothing short of remarkable, however much work has to be done in order for the 
heirloom rice project to be fully sustainable and independent. 
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