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CHAPTER 5 

FAIR TRADE PRACTICES IN THE PHILIPPINES 
“Fair Trade is a trading partnership, based on dialogue, transparency and respect, that seeks 
greater equity in international trade. It contributes to sustainable development by offering 
better trading conditions to, and securing the rights of, marginalised producers and workers – 
especially in the South. Fair Trade Organisations, backed by consumers, are engaged actively in 
supporting producers, awareness raising, and in campaigning for changes in the rules and 
practice of conventional international trade.” 1 

 

Organisations in the Philippines started to engage in fair trade in the 1980s. The fair trade 
movement gained popularity during the sugar and coffee crises when prices plummeted, 
causing unemployment among thousands of Filipinos. In response to the situation, organisations 
started to implement structures that alleviated poverty and lessened dependency on sugar and 
coffee exports. Organisations such as PREDA and CCAP pioneered the advocacy and application 
of fair trade principles. Alternative trade organisations evolved such as SAFRUDI and Alter Trade 
that provided producers with an alternative market where they could gain higher economic 

returns for their products.2 

This case study presents fair trade practices from three pioneer fair trade organisations in the 
Philippines — PREDA, CCAP and SAFRUDI. It also presents some existing fair trade networks. 
Measures of fair trade practices are presented in the case to highlight how fair trade practices 
affect management conduct and social impact of the social enterprises.  

The Global Fair Trade Network 
The World Fair Trade Organization (WFTO) was a global representative body of more than 350 
organisations committed to achieving the vision of 100 percent Fair Trade3. It had members in 70 

                                                         
1www.wfto.com 

2 “Fair Trade in the Philippines: Challenges and Opportunities,” ICLEI-Local Governments for Sustainability, 
October 2006. 

3 Following case writing standards, this case was written in the past tense. This is not to say however that the 
organisations cited in the case do not follow the described practices any more. In fact, it can be assumed that the 
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countries across six regions – Africa, Asia, Europe, Latin America, North America and the Pacific 
Rim. WFTO was a global movement composed of different stakeholders, namely producer 
organisations, non-government organisations, business development service providers, 
marketing organisations and producer groups, as well as individual members who commonly 

adhered to the principles and goals of fair trade.4 

WFTO prescribed 10 standards that fair trade organisations must follow in their day-to-day work, 

and carried out monitoring to ensure these principles were upheld:5 

1. Creating Opportunities for Economically Disadvantaged Producers; 

2. (Ensuring) Transparency and Accountability; 

3. (Establishment of Fair) Trading Practices; 

4. Payment of a Fair Price; 

5. (Prohibition of) Child Labour and Forced Labour; 

6. Non-Discrimination, Gender Equity and Freedom of Association; 

7. (Safe and Healthy) Working Conditions; 

8. Capacity Building; 

9. Promotion of Fair Trade; and 

10. (Protection of the) Environment. 

The Fair Trade Network in Asia 
At the regional level, WFTO made its presence felt through WFTO – Asia which “provides 
impoverished food and crafts producers from all over Asia greater access to regional and inter-
regional export markets. Maximising the advantage of the established cooperation, WFTO ASIA 
served as a platform wherein member-organisations shared, among each other, culturally 
sensitive and regionally distinct strategies in the areas of skills and organisational development, 

technology transfer and access to information.”6 

WFTO – Asia was comprised of 90 fair trade organisations across developing countries in Asia. It 
had country networks in Bangladesh, Cambodia, India, Indonesia, Laos, Nepal, Philippines, Sri 
Lanka, Thailand and Vietnam. It also had member organisations in China, Korea, Pakistan and 
Timor-Leste.  

The Fair Trade Network in the Philippines 
WFTO – Philippines was established in 2002 but was known back then as the Philippine Fair 
Trade Forum (PFTF). It was a network of fair trade organisations in the country. When this 

                                                                                                                                                                                
organisations have a long-term and fundamental commitment to Fair Trade. For updated information, please 
contact the organisations directly. 

4 http://www.wfto.com 

5 See Annex A for the 10 Standards of Fair Trade prescribed by WFTO 

6 http://www.wfto-asia.com 
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research was conducted, WFTO – Philippines had 30 member organisations, nine of whom were 
directly affiliated to WFTO – Global. This included some of the pioneers of fair trade in the 
Philippines such as the People’s Recovery, Empowerment and Development Assistance (PREDA), 
the Community Crafts Association of the Philippines (CCAP), and the Social Action Foundation for 

Rural and Urban Development, Inc. (SAFRUDI).7 

WFTO – Philippines worked for the development of progressive and responsible fair trade 
stakeholders in the country. It ensured that all member organisations were engaged in their 
commitment to the principles and standards of fair trade: providing income and food security to 
disadvantaged communities; empowering community-based producers; and promoting a quality 
and market-driven image of fair trade products. WFTO – Philippines served as a common vehicle 

of the member organisations for:8 

1. Increasing market access, both domestic and export; 

2. Raising consumer awareness of fair trade; 

3. Sharing experiences and taking common action; 

4. Establishing a center of information for fair trade initiatives, products and services; and 

5. Lobbying and campaigning for changes in trade policies which will redound to the benefit 
of marginalised producers. 

WFTO – Philippines was envisaged as the common voice representing issues and concerns of 
local fair trade stakeholders to the WFTO and WFTO – Asia.  

During the certification process, WFTO – Philippines encouraged prospective members to 
undertake a self-evaluation first using the 10-point checklist found below. 

 

Number Question Yes No 

01 Do I give the minimum legally mandated wage to my regular workers?   

02 Do I provide a safe and clean working environment to my workers?   

03 Do I give equal treatment to my workers regardless of gender and 
facility? 

  

04 Is my enterprise legally registered?   

05 Do I pay my legally mandated taxes and dues?   

06 Are my workers aware of fair trade?   

07 Are my suppliers aware of fair trade?   

08 Is it important for my consumers to be aware of fair trade?   

                                                         
7 Some pioneers of fair trade in the Philippines, notably the Alter Trade Group, used to be members of the 
network but had not renewed their membership. 

8 http://wftoph.wordpress.com 
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Number Question Yes No 

09 Is my production harmful to the environment?   

10 Am I transparent with my suppliers and workers?   

 

WFTO – Philippines also advocated for the Philippine Fair Trade Standards, which was subdivided 
into four main categories: (1) awareness and practice of fair trade; (2) human resource 
development and responsibility; (3) social accountability and transparency; and (4) continuous 
improvement and social development. These categories were further broken down with great 
details. 

According to Mr. Ronald Lagazo, country manager of WFTO – Philippines, performance of fair 
trade organisations was “quite hard to measure because they have specialised areas”. Mr. 
Lagazo explained that “it is difficult to set a common set of targets or success indicators for fair 
trade organisations because they have different advocacies and they focus on different issues”. 
In spite of this, WFTO – Philippines still planned to craft an assessment tool for its members.  

Other parties aside from WFTO, such as funders and buyers, evaluated the social performance of 
fair trade organisations. Mr. Lagazo further explained that “as [fair trade] buyers, their 
responsibility is not just to buy products. They provide assistance to the producers. They also 
create programmes for the producers. They usually assess the communities [where they buy 
their products from].” 

Every member-organisation of WFTO was obliged to submit a self-assessment report every two 
years to renew its membership. According to Mr. Frony Lapitan, executive director of SAFRUDI, 
WFTO was developing a new system of evaluation for its members. Under the new system, 
member organisations would be evaluated by a third-party auditor. This system was still on its 
pilot stage here in the Philippines. The three fair trade organisations undergoing the pilot test 
were SAFRUDI in Luzon, Southern Partners and Fair Trade Corporation (SPFTC) in the Visayas, 
and Salay Handmade Paper Industries, Inc. (SHAPII) in Mindanao. 

“The problem with self-assessment is that there’s no way for the head office to validate [our 
reports],” said Mr. Lapitan. On the other hand, it would be expensive for representatives of 
WFTO to check on each organisation. He added: “The new system will make it more professional 
and systematic. It is a very good direction to know if we are really practicing the 10 Standards of 
Fair Trade.” 

Another initiative to help assess the performance of local fair trade organisations was being 
advanced by the Advocates of Philippine Fair Trade, Inc. (APFTI), one of the member-
organisations of WFTO – Philippines. APFTI was a resource institution committed to social 
development and poverty alleviation through fair trade. The assessment tool — Principles of Fair 
Trade and Their Indicators — covered 15 fair trade principles broken down into 76 indicators. An 
observation about this instrument was that it “deals with recognised fair trade practices and 
processes that are inputs or outputs to the achievement of fair trade outcomes and impact, 
rather than measures of outcomes or impact themselves.” 
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PREDA and CCAP, two other members of WFTO – Philippines had their own practices in social 
performance measurement. PREDA utilised its annual plan and evaluated its accomplishments 
based on these annual targets. The areas covered in its annual plan were the main areas that 
PREDA wanted to focus its efforts on. These typically revolved around fair trade and community 
development. 

Using their own indicators of development, CCAP developed an assessment tool to monitor and 
evaluate its producers’ performance within a specified period of partnership. The ratings were 
used as a basis for incentives, awards, or termination of partnership from organised to assisted 
partners. They also held annual consultations with producers to discuss crucial issues that 
needed to be resolved. 

Pioneer Fair Trade Organisations in the Philippines 
PREDA, CCAP and SAFRUDI were considered pioneers of fair trade in the Philippines. They all 
maintained close relationships with each other. As they all sold handicrafts, they engaged in 
healthy competition. According to Ms. Gina L. Sadorra, executive director of CCAP, they even 
consolidated their products to minimise shipment costs when they delivered to the same buyer. 
They helped out one another in promoting their products and they shared fair trade advocacies. 
PREDA was a not-for-profit organisation working at the national and international levels for the 
protection of human rights, especially women’s and children’s rights. It was founded in 1974 and 
a year after it started to engage in fair trade. The revenues derived from its marketing activities 
of handicraft and food products were used to sustain its other development activities. 

Meanwhile, CCAP was a non-government organisation that used development marketing as a 
socio-economic development intervention. It was founded in 1973 by business philanthropists, 
church and religious leaders. It focused on marketing handicrafts from its partner-producers for 
export to other countries. These producers numbered close to 1,000 people and were mostly 
from the Bicol region. In 1998, its entrepreneurial development arm was put up to concentrate 
on product marketing, technology, design and warehousing. Meanwhile its social development 
arm focused on membership, leadership, fair trade orientation and advocacy.  

In 1966, SAFRUDI started as the Social Action for Filipino Youth (SAFY). It was incorporated as 
SAFRUDI in 1970. As a non-stock, non-profit social development organisation, it had two main 
thrusts, namely social community development and social entrepreneurship. It usually entered 
the community upon the request of the local government or the Church. The common needs 
that they addressed were health and nutrition, agriculture, and income-generating activities. 

The Fair Trade practices of PREDA and CCAP are described below.  

PREDA and Fair Trade 
Based in Olongapo City, the People’s Recovery, Empowerment and Development Assistance 
(PREDA) Foundation was a not-for-profit organisation working nationally and internationally for 
the protection of human rights, especially women’s and children’s rights. It was founded in 1974 
by an Irish priest, Fr. Shay Cullen of the Missionary Society of St. Columban, together with his 
long-time friend Alex Corpus Hermoso and the latter’s late wife, Merie Ramirez.  
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Fr. Cullen had worked for the protection of human rights, particularly of women and children, in 
the Philippines since 1969. He was a three-time Nobel Peace Prize nominee and human rights 
awardee. Mr. Hermoso was a social and human rights activist who pioneered various social 
development initiatives in the country. They collaborated on advocating the protection of human 
rights and the welfare of indigenous peoples, and uplifting the dignity of women and children.  

Fr. Cullen invested his own funds to establish a craft manufacturing project and later expanded it 
to help mango and fruit farmers export dried  fruits  and purees. Later on the project's ethical 
standards evolved into a much admired fair trade project that PREDA had since promoted in the 
Philippines and in countries to which they exported. PREDA Foundation moved forward in 
developing social services for marginalised groups especially street youth, and children in 
conflict with the law (CICL). Guided by Fr. Cullen's vision and key decisions, propelled by his 
inspiring speeches, interviews, writings and leadership, the projects established a reputation for 
pioneering best practice and won international recognition and awards. Along with Fr. Cullen, 
Ms. Ramirez took over the administration of the centre while Mr. Hermoso spearheaded public 
relations and the day-to-day operations. 

While the protection of women and children’s rights was at its core, PREDA Foundation was also 
heavily involved in helping indigenous peoples (IPs), protecting the environment, and alleviating 
poverty through micro-credit and fair trade initiatives. It was a human rights and social 
development organisation that sought to help the poorest and most vulnerable people in society 
and to overcome injustice and poverty, through fair trade practices. They had a professional 
Filipino staff of 88 implementing 12 projects. 

A year after the establishment of the foundation, PREDA Fair Trade emerged as a poverty 
alleviation project that sought to lift the poor from dehumanising poverty to a life of dignity by 
engaging in a manufacturing and export enterprise that upheld the fair trade principles. PREDA 
Fair Trade was an independent limited partnership that funded the projects with partners 
and helped change an unjust trading system. It continued to benefit small farmers through 
payment of premiums, giving social assistance, and donation of surplus revenues to fund 
the foundation's development work. 

An excerpt from Fr. Cullen’s writing described how the PREDA Fair Trade’s mission began.  

 
“Fair Trade has been an important part of my work in life since I first came to the Philippines 40 
years ago and today it is more important than ever. It all began when I started a small 
handicraft basket and rattan chair-making project in Olongapo City to help street youth and 
drug dependents find a self-reliant livelihood and restore their self-esteem. I went to buy raw 
materials from the indigenous peoples of Subic and Botolan in the province of Zambales. This 
was the first fair trade project of the PREDA Foundation. 
 
The Aeta people of Zambales are the original inhabitants of the islands but as usual, the 
colonialists and later the ruling elite exploited them and took their lands, destroyed the rain 
forests and only left them the mountain peaks where the bulldozers and logging trucks could 
not reach. 
 
I discovered that the traders of rattan and wicket were not paying the indigenous people in 
money; instead they had set up barter trade. In return for their cut rattan poles, they gave a 
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sack of rice and some canned foods. The rattan was worth 10 times more than that. I set up a 
trading post with the Aeta people, made friends with them and agreed on the just and fair 
payment that was their right and due. It was our first fair trade project. Later we taught them to 
use their own materials to make baskets and find them a market. 
 
It became a lifelong relationship and through the PREDA Foundation, we were able to help the 
Aeta people organise and empower themselves and share development benefits because of 
fairtrade. That community was later assisted by PREDA to become self-organised, educated and 
empowered, and in January they won back their rights to their ancestral domain.” 9 

 
Mr. Hermoso further explained that fair trade provided sustainability to the organisation, 
explaining that they knew for a fact that their funding partners had limitations as well so they 
had to generate their own funds by setting up a business using their skills and resources and the 
market prevailing at that time. There was strong support from the community at the US Naval 
Base in Subic Bay, the Officers’ Wives Club, and the Society of American Naval Engineers who 

helped put up their building.10 

In 1975, they started manufacturing wicker and buri baskets and furniture for this market. “They 
liked it very much,” added Mr. Hermoso. Some officers who had the privilege to stay for two 
years or those who were reassigned would ship the furniture items to the US. The trading went 
on until they encountered problems with the local government. 

It was in 1978 when PREDA Fair Trade came upon the Social Action Foundation for Rural and 
Urban Development, Inc. (SAFRUDI) that was run by Belgian nuns. SAFRUDI was taking crafts and 
selling them initially through export to charitable institutions on what was called the solidarity 
market. PREDA Fair Trade started to supply handicrafts to SAFRUDI which then later found its 
own buyer from London through a visit from representatives of the European Fair Trade 
Association (EFTA). They advised PREDA to develop and diversify their line of products and offer 
them to the members of EFTA. 

SAFRUDI started sharing their markets with PREDA Fair Trade. Community Crafts Association of 
the Philippines (CCAP), Inc. also did the same. Eventually, PREDA Fair Trade exported handicraft 
products with SAFRUDI and CCAP, with both CCAP and SAFRUDI acting as central shipping 
stations. Their partnerships solidified in 1984 when they linked up with EFTA and the other 
Alternative Trading Organizations in Europe and later in the United States of America. 

In 1986, Mr. Hermoso represented not only PREDA Fair Trade but the Philippines when he was 
invited to campaign in France because of the new government. One of the host organisations 
was Artisan Dumond (Artists of the World), which invited him to go around France to speak about 
the political and social changes in the Philippines to different communities, universities and 
churches. After that, as the trading contacts and partnerships with members of the Alternative 
Trading Organizations increased, sales of PREDA products also grew. The producers’ products 
were reaching markets in London, France, Belgium and the Netherlands. With its expanding 
market, PREDA Fair Trade later came up with another product — dried mango — the Philippines’ 

                                                         
9 http://www.preda net/ 

10Interview with Mr. Alex Corpus Hermoso (PREDA Fair Trade) dated 18 January 2011 
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national fruit. PREDA Fair Trade had been an integral part of the evolution of fair trade in the 

Philippines from then on.11 

Local Producers 
The producers assisted by PREDA Fair Trade were located all over the country. They were mainly 

found in Luzon and the Visayas.12 It also had local producers in Metro Manila. In Luzon, PREDA 
Fair Trade had producers in Pangasinan, La Union, Kalinga-Apayao, Zambales and Albay. 
Meanwhile, in the Visayas it had producers in Antique and Cebu. In Mindanao, it had worked 
with small farmers in Cotobato, Davao and General Santos in producing the carabao variety of 
mango, papaya, soursop or guyabano, and passion fruit. 

The big benefit to the small farmers was that PREDA Fair Trade paid the highest prevailing price 
with an additional bonus payment per kilogram, which ensured that the deal was fair and right. 
In the case of mangoes, for example, on top of the prevailing farm gate price which was 
determined in consultation with the stakeholders of the mango industry within a given province 
or region, PREDA gave P2 fair trade premium per kg as cash incentive directly paid to the farmer-
beneficiary. 

Aside from the P2 cash FT Premium, another P1 was provided per kg of fresh mangoes that were 
for direct export or that wer eproduced and delivered to the food processors of PREDA. The P1 
per kg was accumulated as the total fund intended for the PREDA Fair Trade Socio-Economic 
Development Programme. 

PREDA Fair Trade worked in close partnership with different indigenous communities in Botolan; 
Cabangan; the Aeta Resettlement Areas in Sitio Gala, Brgy; and Sacatihan in Subic, Zambales. The 
community in Subic was established in 1991 through the resettlement and rehabilitation 
programme of the Foundation of Our Lady of Peace Mission, Incorporated (FOLPMI), which 
supported around 100 Aeta families. Farming was the main livelihood in the community. 

According to Mr. Bonifacio Ronque, community organiser and area coordinator of FOLPMI, 
PREDA Fair Trade had been helping the community since 2000. PREDA Fair Trade implemented 
various livelihood and education programmes for the Aeta families. One livelihood programme 

that PREDA Fair Trade implemented was organic mango farming.13 

The farmers in Sitio Gala used to spray potassium nitrate on their mango trees for greater 
production. In 2005, PREDA introduced the idea of growing mangoes naturally with the 
possibility that one day they could be certified as organically grown. They provided mango 
saplings to the farmers, as well as training on organic mango farming. The community set up a 
mango orchard where they planted the saplings given by PREDA Fair Trade. They also 
established a Mango Growers Association within the community. Gudoy, 27, a farmer and at the 
same time employee of FOLPMI, was a member of the association who served as the local 
organic inspector. He ensured that the farmers in the community adhered to the policies of 

                                                         
11Ibid 

12See Annex D for the map showing the location of PREDA Fair Trade’s local producers 

13Interview with Mr. Bonifacio Ronque (FOLPMI) dated 4 February 2011 



FAIR TRADE PRACTICES IN THE PHILIPPINES 

 

102 

 

organic mango farming.14 However, the production volume was small and the mangoes was of 
the pico variety, which was not usually used for making dried mangoes. At the time of the 
research, PREDA was trying to explore the marketing possibility of using pico mangoes for drying 
and export. 

Juvito, 47, vice chieftain of the tribal council of the community and a farmer, believed that PREDA 
Fair Trade had been helpful to him and his family. Aside from assistance in organic mango 
farming, the organisation also provided them an additional source of income through goat-

raising. Another farmer, Amboy, 49, shared that one of his children was a scholar of PREDA.15 

Although it had been roughly five years at the time of the research, the organic mango farming 
in the community was still at its preparation stage. The mango trees that they planted using the 
mango saplings that PREDA Fair Trade provided had not borne enough fruits. The community 
had not yet been able to supply naturally grown carabao mangoes to PREDA Fair Trade as the 
pico variety was not yet acceptable to customers abroad. Juvito thought it would take a few more 
years before they could get sufficient harvest of carabao mangoes especially those that could be 
certified as organically-grown mangoes to supply to PREDA Fair Trade. He hoped that a natural 
organic substance would be discovered soon to induce mango trees to bear flowers without 
having to use chemicals.  

“The objective is not just to produce organic mangoes, [but] at the same time give additional 
income [to the farmers],” explained Mr. Ronque. The benefits to the community would be 
through higher prices and the bonuses paid by PREDA Fair Trade to the farmers. Just like Juvito, 
he was also hoping to find ways to solve the problem of slow production without going back to 
spraying potassium nitrate. They needed to rapidly increase their production to be able to meet 
the market demand. If the mangoes were to be certified as organic, then they would be able to 
get an even higher price for their produce. 

According to Mr. Hermoso, PREDA Fair Trade had already started to conduct a research study, in 
partnership with Ramon Magsaysay Technological University (RMTU), on developing an organic 
mango flower inducer. He foresaw that demand for organic products would continue to increase 
in the coming years. They were already preparing their small farmers and mango growers in 
Zambales so that they could become suppliers in the long run. At the time of the research, 

PREDA sourced most of their mangoes from their partner producers in Mindanao.16 

Dried Organic Mangoes 
PREDA Fair Trade had hundreds of handmade products. These handicraft items were sold locally 

and internationally.17 

According to Mr. Hermoso, the PREDA Dried Mangoes were their biggest selling item and it 
differed greatly from what could mostly be found in local supermarkets. The dried mangoes of 

                                                         
14Interview with community members of Sitio Gala, Barangay Sacatihan, Zambales dated 4 February 2011 

15 Ibid 

16Interview with Mr. Alex Corpus Hermoso (PREDA Fair Trade) dated 18 January 2011 

17Interview with Fr. Shay Cullen (PREDA Fair Trade) dated 18 January 2011 
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PREDA Fair Trade were produced in cooperation with their partner, Pro-Food, which was 
responsible for the drying and puree making that was in accordance with the highest 
international standards. The products were unique in that they were free from sulfur dioxide 
(SO2) preservatives, artificial coloring, or heavy added sugar. There were even sugar-free dried 

mangoes and green dried mangoes that were deliciously tangy with a sweet-and-sour taste.18 

Due to high demand for their dried mangoes, orders were processed on a “first come, first 
served” basis, and buyers placed their orders months in advance. Since it could not control the 
temperature and storage conditions once the products left the processing plant, PREDA Fair 
Trade offered six months liability against deterioration. The products’ shelf life, once stored in 
cool temperature, could last up to one year. The dried mangoes were usually packaged in 100-
gramme bags when sold in retail shops, or in 5-kilogramme bags if sold in bulk when importers 
wanted to repackage the products with their own brands. 

Quality assurance was of utmost importance to PREDA Fair Trade, from the selection and 
preparation of the raw materials up to the time the actual products reached their customers. 

Importers were advised to use refrigerated container vans when shipping to warm climates.19 

2010 Targets and Accomplishments20 
PREDA Fair Trade used its own method of self-assessment. For 2010, it had broken down its 
performance and measured itself in terms of the following components: (1) product 
development and sourcing; (2) promotions and marketing; (3) producers’ social development; (4) 
knowledge, attitude and skills; (5) fair trade advocacy and networking; and (6) organic 
development. The targets relevant to fair trade set by PREDA for 2010 and what it had 
accomplished for the same year were detailed in its 2011 assessment and planning presentation, 
part of which could be found below. 

 
(1) Product Development and Sourcing 

Targets Accomplishments 

1. To identify five new 
product lines and 
organise five new 
producer groups 

‐ Handicrafts, six: pandan bags, abuan bags, water lily handicrafts, 
folded paper magazine, hand-painted paper boxes and recycled 
fabric bags. 

‐ Food, two: dried pineapple without sugar and dried green 
mangoes. 

‐ Six potential producer groups for PREDA Fair Trade were 
identified. 

 
 
 
 

                                                         
18Interview with Mr. Alex Corpus Hermoso (PREDA Fair Trade) dated 18 January 2011 

19 http://preda net 

20 Abridged version of PREDA Fair Trade Assessment and Planning Presentation, January 2011 
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(2) Promotions and Marketing 

Targets Accomplishments 

1. To have 10 percent increase 
on sales for both food and 
handicrafts 

‐ 7.67 percent increase on food sales and 58.63 percent 
increase on handicraft sales exhibited. 

(3) Producers’ Social Development 

Targets Accomplishments 

1. At least 90 percent of the 
producers must have 
availed of profit sharing 

‐ Profit share for MAO Producer was awarded to supply 
electricity and to improve their working area. The rest of the 
producers had not submitted their proposal on the use of the 
profit share. 

2. 100 percent of the 
producer groups to be 
given production 
assistance 

‐ 96.15 percent of the producers had availed of the interest-free 
production assistance.  

 
(4) Knowledge, Attitude and Skills 

Targets Accomplishments 

1. To conduct one centre-
based training and 
quarterly area-based 
trainings/seminars 

‐ A centre-based training on paper jewellery making was 
conducted on April 12–16, 2010 for the AKBAY Youth 
members. 

‐ Two area-based trainings on paper jewellery making were 
given. 

2. Producers’ General 
Assembly and Self-
assessment 

‐ The General Assembly of Producers was held on December 
14–15, 2010. 

 
(5) Fair Trade Advocacy and Networking 

Objective: Promote fair trade practices among small-scale and medium enterprises and 
promote responsible consumerism. 

Targets Accomplishments 

1. Fair Trade Advocacy 
‐ Fair Trade Colloquium 
‐ Networking Campaign 
‐ IFAT Conference 
‐ World Fair Trade Day Celebration 

‐ IFAT/AFTF/PFTF meetings attended. 
‐ Attended WFTO General Assembly in May 2010. 
‐ World Fair Trade Day Celebration held in Libis, 

Quezon City spearheaded by the WFTO – 
Philippines. 

‐ Developed fair trade news update. 
2. To attend business-related trainings 

for staff development 
‐ Two staff attended trainings and seminars 

(Organic Agriculture and Mining). 
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(6) Organic Agriculture Development21 
 

Organic Mango Development for Indigenous Peoples of Zambales (MISEREOR) 

Objective 1: To implement development assistance to IP communities through integrated 
organic mango production with marketing assistance. 

Targets Accomplishments 

1. To conduct two trainings on 
organic mango production 

‐ Conducted one training on integrated organic mango 
production to nine indigenous peoples communities 
with 60 participants. 

2. To identify sources of mango 
fruits from IP communities and 
within Zambales 

‐ Initiated planning consultation with IP communities. 
‐ Conducted marketing survey to vegetable vendors. 
‐ Conducted marketing survey to Aeta producers in 

Botolan. 
‐ Conducted sourcing of naturally grown mango fruits. 

3. Agro-forestry projects 
a. Tree planting 

‐ To plant 1,000 grafted 
mango and 250 forest tree 
seedlings in seven IP 
communities 

‐ Purchased 2,200 grafted carabao mango saplings. 
‐ Initiated tagging of mangoes. 
‐ Mango saplings distributed to nine IP communities. 
‐ Conducted tree planting activities to four IP 

communities. 
‐ Canvassed available forest tree seedlings. 

b. Firebreaks and control 
‐ To plant 7,000 pcs of 

amukaw suckers and 7,000 
kakawati cuttings 

‐ Conducted strategic planning with Aeta tribal leaders 
of nine IP communities on establishment of firebreaks 
and planting of protective corps to their corresponding 
farms. 

‐ Sourced out supply of amukaw suckers and kakawati 
cuttings in Botolan and Cabangan IP communities. 

c. Training on household 
mango industry 
‐ one training per 

community for seven IP 
communities 

‐ Conducted one-day training on mango nursery 
establishment, care and management to nine IP 
communities on June 22–24, 2010 facilitated by four 
RMTU research staff. 

d. Setting up of mango nursery 
‐ Set up organic mango 

nurseries for seven IP 
communities at 1,000 
pieces per IP community 

‐ Distributed 7,000 PE black potting bags to nine IP 
communities. 

 

e. Monitoring 
‐ To conduct four visits per 

area at seven IP 
communities 

‐ Conducted two visits to nine IP communities. 

 

 

                                                         
21 Accomplishments were only within 6 months of implementation; Part of the organic agriculture development 
programme with project scope of two years 
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Targets Accomplishments 

4. Livelihood projects 
a. Livestock-goat dispersal 

project 
‐ To distribute five goats per 

community in seven IP 
communities (35 goats) 

‐ Conducted consultations with nine IP communities 
regarding proposed shifting of project to organic free-
range chicken production. 

‐ Attended training on organic free-range chicken 
production. 

‐ Visited Reina Helena Organic Chicken Farm in Tarlac. 
b. Crop production 

1) Vegetable production 
‐ To distribute assorted 

vegetable seeds to 
seven IP communities 
(10 per community) 

‐ Canvassed vegetable seed suppliers in two stores in 
Iba and one in Castillejos. 

 

2) Banana planting 
‐ To distribute 500 

banana suckers (saba) 
to four IP communities 
(10 per community) 

‐ Conducted planning consultation with nine IP 
communities last September 2010. 

‐ Canvassed sources of banana suckers from two IP 
communities in Botolan. 

 
 

Research Development on Organic Mango Production 

Objective 2: To conduct scientific research study on organic mango production and discover 
alternative flower inducer. 

Targets Accomplishments 

1. Meetings 
‐ To conduct four meetings 

per year 

‐ Conducted four meetings with RMTU researchers and 
ABS-CBN Foundation (March 17, May 7, September 3 and 
September 30, 2010). 

‐ Finalised proposal on organic mango research study. 
2. Field Trials (RMTU, Pangasinan 

and Batangas) 
‐ To conduct research study 

through three field trial 
farms 

‐ RMTU started cultural management practices such as 
sanitation clearing (March), pruning (April) and 
preparation of EM solutions to be used for inducing 
flowers and pest disease control. 

‐ Established network with Villegas Hobby Farm in 
Batangas. 

‐ Successful field trial on organic application by Rex Rivera 
in partnership with Japanese researchers in Mindanao. 

3. Funding 
‐ To source out available funds 

for the research study 

‐ Letter from Secretary Alcala informing them that 
research proposal on organic mango production was 
already included for funding as a priority project of the 
Department of Agriculture. 
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Networking and Linkage 

Objective 3: To establish network and linkage to other mango growers and organic 
practitioners. 

Targets Accomplishments 

1. To attend one national 
training/organic forum 

‐ Attended the provincial Mango Forum in Iba, Zambales last 
March 4, 2010. 

‐ Third Organic Festival held in Quezon City last May 28, 2010. 
2. To participate in the 

crafting of Organic Bill 
‐ Participated in the crafting of Organic Bill last January 21, 2010. 
‐ RA 100681 Organic Agriculture Law was signed by President 

Gloria Arroyo in April 6, 2010. 

Challenges Faced and Actions Taken22 
In an effort to better provide for the living needs of its producers, there was a time when PREDA 
Fair Trade used the Grameen microfinance methodology to provide direct loans to the local 
producers. However, it did not work well. Some of the producers did not even need capital. 
PREDA Fair Trade then turned over the microfinance function to another organisation while it 
continued to finance its own producers with interest-free production loans. 

When PREDA Fair Trade was developing its vision, mission and goals, Mr. Hermoso asserted that 
PREDA Fair Trade was clear in its intention to (1) empower small producer groups to determine 
their own livelihood and assist them, and to (2) assist communities to develop alternative income 
generating projects. At the time of the research, PREDA had restarted a microfinance 
programme with a partner organisation with the capacity and skills, but this time it focused on 
their project beneficiaries such as the families of children in conflict with the law, who were 
mostly from Tondo, Manila and other depressed areas like in Navotas, Caloocan, and Taguig. 
They were provided with some capital and training sessions, and were assisted in setting up their 
small businesses. 

There were also failures and difficulties in the many years of PREDA Trade Fair’s operations. 
According to Mr. Hermoso, there was also a time when PREDA started exporting nut products 
but it failed. They also experienced dealing with one container of rejected goods because of 
molds found in it. Fortunately, PREDA Fair Trade found solutions to these problems with the help 
of technical assistance from its Fair Trade partners. 

For Mr. Hermoso, it was a constant business challenge that when producers sold products to 
commercial traders, the producers would find their income inadequate because the traders 
would want to pay the producers less. There were times when buyers from Manila would not pay 
the producers. He stressed it was good that PREDA Fair Trade and its producers always 
discussed and found solutions to these challenges. 

It was a practice by PREDA Fair Trade to hold discussions with producers. During these meetings, 
help was given to the producers in order to determine the value of their materials, labour, time, 

                                                         
22Interview with Mr. Alex Corpus Hermoso (PREDA Fair Trade) dated 18 January 2011 
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and overheads, and for them to set the price that they think was just and fair. At the same time, 
Mr. Hermoso said he considered it a challenge when the producers were stuck in their old ways 
and would not like to make samples of new designs in order to find new orders. This way, the 
producers just wanted to make the same products that they already knew how to make. “Ang 
katigasan ng ulo ng mga producers who tend or want to do the same products and not to 
diversify,” he said. 

He emphasised that recurring business issues included maintaining the high quality of their 
products across different producers, delivering the right volume, and timely production. In order 
to address these, PREDA Fair Trade invested in community organising, making sure that their 
producers related well with one another. It was also a priority of the organisation to continue 
training their producers not only in terms of knowledge and skills, but also in attitude and 
behaviour. All of this was done in order to ensure that their communities enjoyed a better 
quality of life, as envisioned when they established PREDA Fair Trade.  

The assessment of PREDA Fair Trade’s impact on the lives of its local producers was still very 
much anecdotal. Mr. Hermoso reported that the income derived from fair trade might be 
considered as additional income for some producers to augment the overall household income. 
Many of them were mixed producer farmers, or they worked part-time at other jobs. 
Nevertheless, Fair Trade production gave them the opportunity to improve their quality of life. 
Among the usual uses of this income included better food and housing, as well as educational 
support for younger members of the family. 

Issues and Future Plans23 
It was an important part of the long-term plan of PREDA Fair Trade that indigenous communities 
in Zambales would become suppliers of organic mangoes. As in Sitio Gala, mango farmers were 
provided with saplings to be grown organically within a span of 10 years. Eventually, these 
mango farmers, particularly the Aetas, and others would hopefully become PREDA Fair Trade’s 
partner producers. At the time of the research, PREDA was working with producer groups in 
Mindanao that had been supplying them with 10 tons of mangoes per batch of processing. Mr. 
Hermoso took pride in saying that they had perfected the system of how these producer groups 
consolidated and delivered the products to the processing plant on their own. Fr. Cullen went to 
Davao to visit their local producers and paid them directly their Fair Trade premium bonus. 

During the 2011 harvest season in Zambales, Fr. Cullen, PREDA staff members, volunteers and 
boys from the CICL Boys Home joined the harvesting and delivery of the mangoes to the Pro-
Food Fruit-Asia processing plant in Bulacan. Mr. Hermoso explained that the processing plant in 
Cebu started very small as a garage industry. Pro-Food then became the biggest processing plant 
in its category in the world. 

While mangoes was their main food product, various fruits like papaya, pineapple, guyabano, 
guava and banana were dried or made into fruit preserves such as jams, calamansi and passion 
fruit and were also being exported as puree in drums and as jams. They exported 72 drums of 
mango puree per container as raw materials used in countries like Germany where mango puree 

                                                         
23Interview with Mr. Alex Corpus Hermoso (PREDA Fair Trade) dated 18 January 2011 
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was mixed with other fruits such as apples and oranges and packaged into tetra packs and 
bottles. Mr. Hermoso commented: "Sayang din 'yung added value. Sana tayo na rin ang nag-
export, naka-bottle na. Pero di pa namin nagagawa 'yun kasi bottling pa lang dito sa Philippines 
napakamahal na." (It’s a waste that we could not provide the added value. It would have been 
better if we were the ones to export bottled finished products. But we can't do it because 
bottling in the Philippines is expensive.) 

Aside from mango puree, PREDA Fair Trade also produced mango jams and dried mangoes. 
PREDA’s biggest market was Europe but it had already penetrated Japan where packets of dried 
mangoes were sold at Mini-Stop Convenience Stores in Tokyo. French and German Fair Trade 
Organizations imported sugar-free dried mangoes, and the green dried mangoes were taking off 
well together with mango-coco balls. According to Mr. Hermoso, PREDA was the first to export 
preservative-free and sugar-free dried mangoes. On the other hand, the handicraft products 
market was much smaller than the food product market. PREDA handicrafts were exported to 
New Zealand, Australia, and the US, as well as to European countries. He added that PREDA had 
not yet developed a big market in the US, thus it was still looking for partners through which 
PREDA could open up this big market. 

Given that global warming affects production, farm producers faced the difficulty of meeting the 
demands for fresh mangoes. Mr. Hermoso expressed his concern: “What if we do not meet the 
demand of 2 million kilograms of fresh mangoes?” He then thought of importing mangoes from 
Vietnam. Conversely, he resented that Vietnam had “stolen” the Philippine variety of carabao 
mangoes. He exclaimed: “Aagawin nila ngayon ang korona ng Pilipinas!” He seemed disappointed 
when he mentioned that we were not protecting the Philippine variety of carabao mangoes 
unlikein Hawaii, a tropical place like the Philippines, Macadamia nuts are not allowed to be 
smuggled out of their jurisdiction. 

“Our direction is to go organic,” Mr. Hermoso asserted, describing that “it is an opportunity and 
at the same time a threat since we are not ready.” He recalled that a couple of years ago, it was 
declared that in the next five years the European market would only accept organic products. He 
believed that the Philippines was not yet ready for the growing demand for organic products 
which was increasing by 35 percent per annum. Agricultural systems in the Philippines were not 
ready to comply with organic standards. 

In preparation for this growing demand, PREDA Fair Trade was scouting for mango farms that 
got fed up with spraying potassium nitrate for conversion to organic farming, offering mango 
farmers guaranteed market for their produce as long as they would not spray the mango trees 
with potassium nitrate. PREDA Fair Trade was targeting 10 to 12 tons of mangoes to be 
transported to the processing plant in Bulacan that PREDA Fair Trade would then sell as 
organically grown but not yet certified. Mr. Hermoso reported that the organisation had not yet 
gotten the certified organic mark but considered this accomplishment to bea good start. Being 
certified organic gave products higher value that they could then sell at a higher price. 

PREDA Fair Trade likewise started going into scientific research in partnership with RMTU. 
Because RMTU had scientific researchers, agriculturists and experts on mangoes, PREDA Fair 
Trade asked them to develop an organic flower inducer. However, because RMTU did not have 
funding for the research, PREDA had helped look for other fund sources. With the support of 
Secretary Alcala, the Department of Agriculture (DA) allocated more funds to organic farming. 
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Since the DA had no programmes or projects yet on organic farming, PREDA Fair Trade was the 
first to submit a formal research project proposal to develop organic mangoes. PREDA Fair Trade 
held the first Organic Mango Conference in Subic, which supported the research project. 

PREDA Fair Trade expected that their producers would be able to augment their income through 
fair trade. There were already some who were able to make fair trade their reliable source of 
livelihood. However, PREDA did not expect its producers to become rich. Mr. Hermoso was able 
to recall though that there was a producer who became a direct exporter. There were also 
producers who became suppliers to other buyers. Mr. Hermoso reminded them that “as much 
as possible they should still uphold the same principles of fair trade since [PREDA Fair Trade] 
cannot monitor them anymore. However, we still try to keep in contact with them. They should 
not be engulfed by conventional trading.” 

PREDA Fair Trade envisioned greater fair trade awareness in the Philippines as well as increasing 
local fair trade shops in the years to come. PREDA Fair Trade’s financial returns would also 
continually be used to improve the quality of life of its producer communities, and to support the 
other development projects of PREDA Foundation, especially its work on women and children’s 
rights. 

CCAP and Fair Trade 
Established in 1973, CCAP envisioned itself to be an empowered community-based craft 
producers’ organisation engaged in fair trade. As a non-government organisation, it aimed to 
improve the quality of life of Filipino craft producers through sustainable development. CCAP 
committed itself to unifying craft producers into an effective fair trade organisation working 
together in developing local and global market access, promoting the cultural heritage of the 
Filipino people through the development of the craft industry, and establishing partnerships 
between government organisations and non-government organisations in developing a 
community-based craft industry in the Philippines. Among the 10 fair trade principles, CCAP 
focused its efforts in making sure that it supported gender equity, environmental sustainability, 

child protection, and cultural sensitivity.24 

In 1998, CCAP Fair Trade for Development was established. It was CCAP’s trading arm that 
focused on the export of handicraft products. CCAP and CCAP Fair Trade were two separate 
organisations with distinct Board of Directors. CCAP focused on giving assistance to uplift the 
socio-economic conditions of the beneficiaries. They had indicators to measure the extent of 
assistance they should give and how long the partnership should last. CCAP Fair Trade, on the 
other hand, focused on the business side. 

They had two main programmes: the Social Development and Advocacy Programme (SDAP) and 
the Entrepreneurial Development Programme (EDP). SDAP covered organisational development, 
production and technical assistance, development marketing assistance, as well as advocacy and 
networking. On the other hand, EDP entailed trading, production management, quality control 
and warehousing, shipment and documentation, as well as advocacy and networking. 

                                                         
24CCAP Fair Trade PowerPoint Presentation dated 18 March 2011 
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CCAP Fair Trade worked with three types of producers: CCAP-organised producer-groups, 
assisted producer-groups, and individual producer-entrepreneurs. CCAP organised five 
producer-groups. Two of these were found in Pangasinan, another two in the Bicol region, and 
one federation of individual entrepreneurs. Among the 11 assisted producer-groups, five were 
found in the Bicol region, two in Abra, two in Metro Manila, and one each in Leyte and Bohol. 
CCAP Fair Trade also had 16 individual producer-entrepreneurs. Eight were found in the Bicol 

area, two in Metro Manila, and one each in Laguna, Quezon, Abra, Bulacan, Samar and Leyte.25 

Three mainstream organisations and 11 fair trade organisations overseas purchased handicraft 
products from CCAP. These organisations were based in the United States of America, Canada, 
Italy, Australia, New Zealand, Japan, the Netherlands, Hong Kong and Austria. 

Financial Standing 
CCAP Fair Trade generated income from sales. It bought products from local partner producers 
and sold these to clients abroad. On the other hand, CCAP generated income from its 
investments. CCAP invested heavily in CCAP Fair Trade, reaping returns at the end of each year. 
CCAP Fair Trade’s actual sales from 2006 to 2010 could be found below. 

Year Sales (USD):  

Fair Trade Organisations 

Sales (USD):  

Mainstream 

Total Sales 
(USD) 

2006 531,847 30,797 562,644 

2007 532,804 19,008 551,812 

2008 571,909 21,173 593,082 

2009 442,440 6,170 448,610 

2010 604,247 2,198 606,445 

Average 536,649 15,869 552,518 

CCAP also monitored the percentage from its total sales that went to its partner-producers as 
well as to other expenses incurred in bringing the products to the buyers. Its cost of sales 
expressed as a percentage based on total sales is shown below. The cost of goods was the 
percentage of the total sales that went to CCAP’s partner-producers. 

Year Cost of Goods  
(Producers) 

Other Expenses Total  
Cost of Sales 

2006 59% 16% 75% 

2007 48% 24% 72% 

2008 50% 18% 68% 

                                                         
25See Annex E for the map showing the location of CCAP Fair Trade’s local producers 
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Year Cost of Goods  
(Producers) 

Other Expenses Total  
Cost of Sales 

2009 38% 15% 53% 

2010 51% 14% 65% 

Average 49% 17% 66% 

Performance Rating for Partner-Producers 
CCAP conducted its own Fair Trade Audit of its partner-producers annually. It had developed its 
own tool, which had two main parts: (1) Organisational Development; and (2) Entrepreneurial 
Development. In the assessment, a partner-producer could have a maximum rating of 50 on 
each of the two parts.  

For Organisational Development, the highest allocation of points went to payment of fair price to 
workers. In paying fair price to their partner-producers, CCAP made use of the Fair Wage 

Guide,26 which ensured that payments for producers were made on transparent and verifiable 
calculation of costs and profit margins. CCAP believed that paying fair price to its partner-
producers was one of the most sensitive signs of adhering to the principles of fair trade. 
Meanwhile, the highest allocation of points for Entrepreneurial Development went to the ability 
of the partner-producer to finish production at the right time, quality and volume. This was to 
ensure that their buyers would in turn receive quality products on time, which was a basis for 
repeat orders. 

CCAP had been featured for development indexing in social enterprises.27 Its assessment tool 
tried to quantify qualitative outcomes. The indicators CCAP used in its Fair Trade Audit were still 

evolving. The following tables constituted CCAP’s Fair Trade Audit Form.28 

(1) Organisational Development (Fair Trade Practices) 

Indicator Maximum 
Rate 

Creating opportunities for small/poor producers 

 Vision to eradicate poverty through trade 

5 

Being open and responsible 

 Submission of financial documents to appropriate government 
agencies 

 Open communication with buyers 

5 

                                                         
26 http://www.fairtradecalculator.com 

27Dacanay, M.L. M. (2009), Development Indexing in Social Enterprises, in Dacanay (ed.), Measuring Social 
Enterprise: A Resource Book on Social Enterprise Measurement. ISEA and Oikocredit: Philippines. 

28CCAP Fair Trade Audit Form, provided by CCAP Programme Director Czarina Gragera on 18 March 2011 
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Indicator Maximum 
Rate 

Capacity building 

 Attendance and active participation in trainings 
 Trainings for workers 

5 

Commitment to fair trade 

 Orientation about fair trade to workers 
 Adherence to fair trade principles when negotiating with buyers 

5 

Paying fair price 

 High quality products 
 Practice of the proper way of putting price tag onto products 
 Giving cash advances to workers to start production 
 Paying fair wages to workers 
 Immediate payment to workers once payment from buyers is received 

10 

Gender equity 

 Wage and incentives based on the contribution of women in 
production 

 Ensuring the safety and health of women in the workplace 
 Respect for culture, tradition, religion, gender and age 

5 

Working conditions 

 Ensuring safety in the workplace 
 Adherence to working hours in accordance to law 
 Regular orientation about health and safety 

5 

Child labour (participation of 14 years old and below in production) 

 Promotion of children’s rights in accordance to law  
 Not allowing children to participate in production 

5 

Environment 

 Not using hazardous or toxic materials 
 Acquisition of materials legally 

5 

SUBTOTAL 50 
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(1) Entrepreneurial Development 

Indicator Maximum 
Rate 

Ability to produce and sell without help from CCAP 

 Participation in trade fairs 

10 

Ability to finish production at the right time, quality and volume 

 Ability to deliver products on time with less than 20 percent reject rate 
 Ability to find other sources of raw materials if needed 

20 

Ability to design and create original products 

 Ability to create at least 10 designs that pass CCAP standards in one 
year 

10 

Ability to raise own capital for production 

 Requesting only 20–30 percent cash advance from buyers 

10 

SUBTOTAL 50 

CCAP and its partner-producers conducted the assessment jointly. The partner-producers were 
given the form and they were asked to rate themselves based on the indicators set in the Fair 
Trade Audit Form. CCAP independently rated its partner-producers. In most cases, both CCAP 
and its partner-producers arrived at the same rating. However, in cases where there was a 
discrepancy in the ratings, CCAP met with the partner-producers to dialogue. The result of the 
assessment was the basis for planning future interventions by CCAP to its partner-producers.  

Based on CCAP’s Manual of Partnership with producers, all partner-producers should be able to 
get a rating of at least 50 percent on the Organisational Development part of the Fair Trade 
Audit. CCAP had given its partner-producers one year to comply with this requirement. If after 
this grace period and a partner-producer still could not reach the 50 percent mark, then the 
partnership would be terminated. Meanwhile, a rating of 80 percent or higher meant that a 
partner had reached self-sustainability. CCAP-organised partner-groups graduated to becoming 
assisted producer-groups once they attained this level of sustainability. CCAP was moving 
towards helping CCAP-organised producer-groups graduate in order to have more assisted 
producer-groups. 

The rating achieved by partner-producers also served as the basis for giving out incentives. At 
the end of the year, CCAP gave out incentives based on their net income. The incentive allocation 
based on graduated rating scale could be found below. 
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Rating Interpretation Incentive Allocation 

49% and below Below average / Unsatisfactory 5% 

50% to 79% Average / Satisfactory 7% 

80% and higher Very satisfactory 10% 

Eligible partner-producers had been elected to the CCAP board of trustees since 1998.29 At the 
time of the research, two partner-producers of CCAP were part of its board of trustees — Handy 
Wire Frame Handicrafts and Barcelona Multi-Purpose Cooperative. 

Handy Wire Frame Handicrafts (HWF) 

Mr. Perfecto Llanera30 started his career in handicrafts production working part-time while in 
college. He got married and expanded his trade by having other workers join in the production 
process. In 2000, they focused on producing handicrafts for the local market. It was in 2005 
when Mr. Llanera incorporated his business into a sole proprietorship as Handy Wire Frame 
Handicrafts. It was the same year when the company became a partner-producer of CCAP. It was 
CCAP that encouraged Mr. Llanera to register his firm. Mrs. Luzviminda Llanera, his wife, served 
as general manager. 

HWF was based in the Guinobatan, Albay in the Bicol region. It had three regular employees. Two 
to three weeks every month, depending on the volume of orders, HWF employed 15 contractual 
workers for welding steel frames and about 150 contractual workers for actual handicrafts 
production. During this time, the welders stayed in the production area and were given free 
meals and accommodation on top of their wages. On the other hand, the actual producers of 
handicrafts worked at home. They were found in different municipalities in the Bicol region, 
including Daraga, Guinobatan, Camalig, Pio Duran and Oas. 

Mr. Llanera asserted that they provided equal pay for equal work regardless of gender and age. 
Fair wages were extended to all workers, and were computed based on the prevailing minimum 
wage in the region. Although all the contractual welders were male, their regular employees and 
most of the contractual handicraft producers were female. Among his regular employees, 
maternity benefits were given to those who were pregnant. He believed that forced labour 
should not happen in any workplace. In HWF, he ensured that all workers were of legal age. He 
admitted, however, that in the homes of the actual handicraft producers it was difficult to 
monitor whether or not children helped out in the production process. To his knowledge, no 

                                                         
29Dacanay, M.L. M. (2009). Development indexing in social enterprises. In M. L. M. Dacanay (ed.), Measuring 
social enterprise: A resource book on social enterprise measurement (pp. 18–35). Philippines: ISEA and 
Oikocredit. 

30Interview with Mr. Perfecto Llanera (Handy Wire Frame Handicrafts) dated 23 March 2011. 
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child had worked for the company. According to the contractual handicraft producers,31 all their 
children went to school and only helped during their free time. 

Although there was still a lot of room for improvement, Mr. Llanera believed that HWF provided 
a safe and healthy environment for its workers. On a regular day, workers worked for eight 
hours. He stressed that work hours were actually dependent on individual workers. Contractual 
workers set their own timeline, making sure that they beat the deadline with the right quality 
and specifications. 

HWF also received no more than 30 percent cash advance from CCAP, since it already had 
enough capital to run its handicraft production. CCAP helped HWF in building the capacity of its 
workers. CCAP provided handicrafts samples for new products and the necessary training for the 
workers to produce the items. Through in-house CCAP trainings on product costing and product 
development, HWF continued to build the capacity of its workers. 

HWF had not received complaints from its buyers regarding the handicrafts they produced. 
According to Mr. Llanera, “quality control is the key.” Buyers were given brochures and samples. 
The approved samples then became the basis for mass production. Quality was monitored at 
each step of the production process. The materials they used for their handicrafts were locally 
sourced. In cases of raw material shortages, they sourced materials from the Visayas area. Once 
finished, the handicrafts were then wrapped in recycled brown paper, then boxed and 
transported to Manila. 

When asked about the impact of HWF on its workers, Mr. Llanera immediately answered that it 
can be seen in the income workers derived from handicrafts production. Regular employees 
were extended all the benefits in accordance with the law such as SSS, Phil Health and Pag-IBIG. 

According to some contractual welders,32 they earned about P150 to P300 (US$3.70 to $7.40) per 
day on top of free board and lodging. Contractual handicraft producers earned about P100 to 
P200 per day, which added to their total household income as many of them also engaged in 
farming and other means of livelihood. Regular employees and contractual workers also 
received a cash bonus and/or gifts in-kind in December. 

Mr. Llanera admitted that the income workers got from welding and handicraft production was 
not big, but it was enough to help out their families for basic needs, education and better 
housing. This was also the answer given by regular employees and contractual workers in a 
separate interview. Aside from being given jobs, the contractual workers said that some of their 
family members were assisted by HWF through scholarships. Of those interviewed, some were 
able to build or renovate their house and others used the savings they accumulated from their 
income for the education of their younger relatives, for everyday household needs, and for 
additional capital for businesses such as hog raising, farming, and putting up a small grocery 
shop. When asked to rate their life before they became part of HWF using a scale of 1 to 10, with 
1 the hardest and 10 the easiest, the workers gave an average rating of 5. Being part of HWF, 
using the same scale, they rated their life as 7. 

                                                         
31Based on a focus group discussion attended by two regular employees, four contractual welders, and three 
contractual handicraft producers of Handy Wire Frame Handicrafts, dated 23 March 2011. 

32Ibid 



FAIR TRADE PRACTICES IN THE PHILIPPINES 

 

117 

 

Barcelona Multi-Purpose Cooperative (BMPC) 
Barcelona Multi-Purpose Cooperative was founded in 1991 in Barcelona, Sorsogon. It was also in 

this year that BMPC became a partner-producer of CCAP. At the age of 70, Ms. Sara Ernacio33 
served as the cooperative’s general manager. 

According to Ms. Ernacio, an objective of BMPC was “to provide jobs and to produce quality 
crafts for local and international markets”. The cooperative aimed to provide members with 
income so that they could afford education, housing, medical and other household 
expenditures. It targeted people who did not have access to formal financial institutions and 
other services. BMPC also practiced transparent pricing. Workers set the price (cost of labour 
and raw materials) for a product then the cooperative added 30–40 percent markup. She added 
that “most importantly, the producers are also owners of the coop”. 

Although only a small organisation with 109 members, about 60 of which were handicraft 
producers for the cooperative, BMPC took pride in helping build their community. Ms. Ernacio 
stressed that they “help people in our community become productive through craft production”. 
The materials that they used were locally sourced in Sorsogon, such as palm tree and buri. BMPC 
also gave 10 percent of its net income to the kindergarten school in the area. According to Ms. 

Rosemarie Intac,34 a member-producer, BMPC provided employment opportunities for their 
community. She added that member-producers might also employ their own workers and sell 
their products to the cooperative. 

BMPC practiced transparency and accountability, especially in pricing. The cooperative held a 
general assembly meeting every year wherein all the members were given a copy of their 
audited financial statement. In order to ensure that the handicraft producers had a voice in the 
cooperative, two of the five members of the board of directors of BMPC were weavers for its 

handicrafts production. Ms. Rosie Castro,35quality controller of BMPC, added that there was 
consultation first with the member-producers before each purchase order was farmed out to 
them. 

Ms. Ernacio added that in most cases, BMPC was able to deliver products on time and at the 
desired quality and specifications. Should there be anticipated delays, they informed their 
buyers ahead of time. CCAP did not penalise their partner-producers for delays with prior notice. 
Quality was controlled at every stage of the production process, starting from the sourcing of 
their raw materials. The quality of their products needed to meet the expectations of their 
buyers. No buyer had returned orders due to dissatisfaction. Monitoring was not the sole 
responsibility of the cooperative. There were times when buyers visited them to monitor the 
production process. BMPC used to receive about 30 percent prepayment from CCAP for its 
orders. However, at the time of the research BMPC fully capitalised its production. 

Payment to workers was computed by piece. Pricing actually started with the workers, who set 
the price based on their valuation of the raw materials used and the labour they had exerted 

                                                         
33Interview with Ms. Sara Ernacio (Barcelona Multi-Purpose Cooperative) dated 24 March 2011 

34Based on a focus group discussion attended by four regular employees and four member-producers of 
Barcelona Multi-Purpose Cooperative, dated 23 March 2011 

35Ibid 



FAIR TRADE PRACTICES IN THE PHILIPPINES 

 

118 

 

into making each item. There was also negotiation with the weavers. Ms. Ernacio recalled that in 
cases when there was stiff competition which required a lower price for their finished products, 
the cooperative’s markup was lowered and not the wage of the weavers. 

All the weavers of BMPC were women. Men helped their wives in certain tasks such as making 
abaca twine, getting fresh buri, and transporting products from their homes to the cooperative. 
At times, men were called in for special work, especially when moving their products from the 
warehouse to the trucks. BMPC was against forced labour and child labour. According to Ms. 
Ernacio, workers did not force their children to work for the cooperative. There were times, 
however, when children helped out their family members such as in the delivery of products 
from the house to the cooperative. This practice did not conflict with their studies. In a separate 
interview, this had also been raised by the member-producers. They stressed that their children 
only helped out during their free time. More importantly, two member-producers of BMPC were 
differently abled, both leg amputees. As regards to its regular employees, BMPC gave out 
maternity benefits such as maternity leave with pay as required by law. 

When it came to the workplace, Ms. Ernacio believed that their production was located in a safe 
place. The colours that they used were non-toxic, and when colouring, producers wore masks. 
There were electric fans for air circulation, and comfort rooms in the building. There were also 
sleeping quarters for workers if overnight stay was needed. Regular employees worked eight 
hours a day. On the other hand, producers at home worked at their own pace. They usually 
juggled production and care for their household. 

BMPC provided in-house training to its members on quality assurance, use of indigenous 
materials, dyeing, and bleaching. Organisations such as CCAP and SAFRUDI extended trainings to 
the cooperative. At times, BMPC also attended trainings of government agencies like the ones 
provided by DTI. 

BMCP produced handicrafts that maximised the use of raw materials from sustainably-managed 
sources, according to Ms. Ernacio. The materials that they used were locally sourced in Sorsogon. 
These raw materials included buri, abaca fiber and bacbac. Colour was sourced from Daraga, 
Albay. Only accents such as feathers were sourced from Divisoria in Manila. Finished products 
were packed using biodegradable carton boxes. 

Member-producers were given dividends, which was dependent on their capital build-up and net 
surplus of the cooperative. There was also a patronage refund based on the number of crafts 
produced by the weavers. In special cases, members of BMPC received assistance from CCAP 
and SAFRUDI. After calamities, they were given materials such as nails and galvanised iron sheets 
for house reconstruction. 

“There is great impact at individual level as employee or producer,” according to Ms. Ernacio. She 
added that workers had better self-esteem because of their job. They were productive, and they 
were important not only for the cooperative but also in the community. The traditional weaving 
process was being preserved by BMPC and this traditional skill had been passed on for 
generations. Ms. Ernacio added that “it is interesting that this skill that is not university-taught is 
now the source of livelihood of the member-producers. At the household level, the traditional 
skill in weaving and source of livelihood is also the source for education, better food and 
housing, medicines, and even leisure.” She believed that in many ways, the lives of their 
member-producers had improved over the years. This was exemplified by the ability of the 
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member-producers to send their children to school with the help of the income derived from 
handicraft production for the cooperative. 

BMPC had seven regular employees for its handicrafts production. Each was paid based on the 
prevailing minimum wage in the region. Depending on the volume of orders, member-producers 
usually received P500 to P1,000 ($12.30 to $24.60) per week. When asked about the impact of 
BMPC on their lives, member-producers were quick to point to their income, which they used for 
the education of their children, better food, and additional capital for business. They added that 
they also valued the additional learning they got from the cooperative, especially in terms of 

skills in handicraft making. Ms. Judith Endraca,36 a weaver, specifically mentioned that she 
became more confident in dealing with other people. 

Using a scale of 1 to 10 to rate their life prior to becoming a member-producer of BMPC, with 1 
as hardest and 10 as easiest, they gave an average rating of 5. As part of the cooperative, using 
the same scale, they rated their life as 9. 

Impact of Fair Trade 
The most significant and immediate impact of fair trade was the increase in income generating 
opportunities for marginalised workers. Fair price for their produce and fair wage enabled them 
to be able to afford basic needs, most importantly food, and be able to invest on housing and 
education of children. Because ecological integrity was given importance as a fair trade principle, 
environmental aspects were addressed in the supply chain. There was an impact on capacity, 
due to trainings and awareness-raising campaign provided to workers. The interventions on 
product development and seminars on business planning were the most tangible contributions. 
Improved self-esteem and better relations within the organisation helped local communities to 

deal with other socio-economic issues and pursue their aspirations.37 

                                                         
36Based on a focus group discussion attended by four regular employees and four member-producers of 
Barcelona Multi-Purpose Cooperative, dated 23 March 2011 

37 “Fair Trade in the Philippines: Challenges and Opportunities,” ICLEI-Local Governments for Sustainability, 
October 2006. 
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ANNEX A 

  10 Standards of Fair Trade38 
(Prescribed by the World Fair Trade Organization) 

 

The World Fair Trade Organization (WFTO) prescribes 10 Standards that fair trade 
organisations must follow in their day-to-day work and carry out monitoring to ensure these 
principles are upheld: 
 
Standard One: Creating Opportunities for Economically Disadvantaged Producers  

Poverty reduction through trade forms a key part of the organisation’s aims. The 
organisation supports marginalised small producers, whether these are independent family 
businesses, or grouped in associations or cooperatives. It seeks to enable them to move from 
income insecurity and poverty to economic self-sufficiency and ownership. The trade supports 
community development. The organisation has a plan of action to carry this out.   
 
Standard Two: Transparency and Accountability  

The organisation is transparent in its management and commercial relations. It is 
accountable to all its stakeholders and respects the sensitivity and confidentiality of commercial 
information supplied. The organisation finds appropriate, participatory ways to involve 
employees, members and producers in its decision-making processes. It ensures that relevant 
information is provided to all its trading partners. The communication channels are good and 
open at all levels of the supply chain.   
 
Standard Three: Trading Practices  

The organisation trades with concern for the social, economic and environmental well-being 
of marginalised small producers and does not maximise profit at their expense. It is responsible 
and professional in meeting its commitments in a timely manner.  Suppliers respect contracts 
and deliver products on time and to the desired quality and specifications.   

Fair Trade buyers, recognising the financial disadvantages producers and suppliers face, 
ensure orders are paid on receipt of documents and according to the attached guidelines. An 
interest-free prepayment of at least 50 percent is made if requested.    

Where southern fair trade suppliers receive a prepayment from buyers, they ensure that 
this payment is passed on to the producers or farmers who make or grow their fair trade 
products.   

Buyers consult with suppliers before cancelling or rejecting orders. Where orders are 
cancelled through no fault of producers or suppliers, adequate compensation is guaranteed for 
work already done. Suppliers and producers consult with buyers if there is a problem with 
delivery, and ensure compensation is provided when delivered quantities and qualities do not 
match those invoiced.  

The organisation maintains long-term relationships based on solidarity, trust and mutual 
respect that contribute to the promotion and growth of fair trade. It maintains effective 

                                                         
38 http://www.wfto.com 
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communication with its trading partners. Parties involved in a trading relationship seek to 
increase the volume of the trade between them and the value and diversity of their product offer 
as a means of growing fair trade for the producers in order to increase their incomes. The 
organisation works cooperatively with the other fair trade organisations in the country and 
avoids unfair competition. It avoids duplicating the designs of patterns of other organisations 
without permission.   
 
Standard Four: Payment of a Fair Price  

A fair price is one that has been mutually agreed by all through dialogue and participation, 
which provides fair pay to the producers and can also be sustained by the market. Where fair 
trade pricing structures exist, these are used as a minimum. Fair pay means provision of socially 
acceptable remuneration (in the local context) considered by producers themselves to be fair 
and which takes into account the principle of equal pay for equal work by women and men. Fair 
Trade marketing and importing organisations support capacity building as required to 
producers, to enable them to set a fair price.   
 
Standard Five: Child Labour and Forced Labour  

The organisation adheres to the UN Convention on the Rights of the Child, and 
national/local law on the employment of children. The organisation ensures that there is no 
forced labour in its workforce and/or members or homeworkers.   

Organisations who buy fair trade products from producer groups either directly or through 
intermediaries ensure that no forced labour is used in production and the producer complies 
with the UN Convention on the Rights of the Child and national/local law on the employment of 
children. Any involvement of children in the production of fair trade products (including learning 
a traditional art or craft) is always disclosed and monitored and does not adversely affect the 
children’s well-being, security, educational requirements and need for play.   
 
Standard Six: Non-Discrimination, Gender Equity and Freedom of Association  

The organisation does not discriminate in hiring, remuneration, access to training, 
promotion, termination or retirement based on race, caste, national origin, religion, disability, 
gender, sexual orientation, union membership, political affiliation, HIV/Aids status or age.   

The organisation provides opportunities for women and men to develop their skills and 
actively promotes applications from women for job vacancies and for leadership positions in the 
organisation. The organisation takes into account the special health and safety needs of 
pregnant women and breast-feeding mothers. Women fully participate in decisions concerning 
the use of benefits accruing from the production process. The organisation respects the right of 
all employees to form and join trade unions of their choice and to bargain collectively. Where the 
right to join trade unions and bargain collectively is restricted by law and/or political 
environment, the organisation will enable means of independent and free association and 
bargaining for employees. The organisation ensures that representatives of employees are not 
subject to discrimination in the workplace.  

Organisations working directly with producers ensure that women are always paid for their 
contribution to the production process, and when women do the same work as men they are 
paid at the same rates as men. Organisations also seek to ensure that in production situations 
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where women’s work is valued less highly than men’s work, women’s work is re-valued to 
equalise pay rates and women are allowed to undertake work according to their capacities.   
 
Standard Seven: Working Conditions  

The organisation provides a safe and healthy working environment for employees and/or 
members. It complies, at a minimum, with national and local laws and ILO conventions on health 
and safety.  

Working hours and conditions for employees and/or members (and any homeworkers) 
comply with conditions established by national and local laws and ILO conventions.   

Fair trade organisations are aware of the health and safety conditions in the producer 
groups they buy from. They seek, on an ongoing basis, to raise awareness of health and safety 
issues and improve health and safety practices in producer groups.    
 
Standard Eight: Capacity Building  

The organisation seeks to increase positive developmental impact for small, marginalised 
producers through fair trade.   

The organisation develops the skills and capabilities of its own employees or 
members. Organisations working directly with small producers develop specific activities to help 
these producers improve their management skills, production capabilities and access to markets 
– local/regional/international/fair trade and mainstream as appropriate. Organisations which buy 
fair trade products through fair trade intermediaries in the south assist these organisations to 
develop their capacity to support the marginalised producer groups that they work with.     
 
Standard Nine: Promotion of Fair Trade  

The organisation raises awareness of the aim of fair trade and of the need for greater 
justice in world trade through fair trade. It advocates for the objectives and activities of fair trade 
according to the scope of the organisation. The organisation provides its customers with 
information about itself, the products it markets, and the producer organisations or members 
that make or harvest the products. Honest advertising and marketing techniques are always 
used.    
 
Standard Ten: Environment  

Organisations which produce fair trade products maximise the use of raw materials from 
sustainably managed sources in their range, buying locally when possible. They use production 
technologies that seek to reduce energy consumption and where possible use renewable energy 
technologies that minimise greenhouse gas emissions. They seek to minimise the impact of their 
waste stream on the environment. Fair trade agricultural commodity producers minimise their 
environmental impact, by using organic or low pesticide-use production methods wherever 
possible.  

Buyers and importers of fair trade products give priority to buying products made from raw 
materials that originate from sustainably managed sources, and have the least overall impact on 
the environment.   

All organisations use recycled or easily biodegradable materials for packing to the extent 
possible, and goods are dispatched by sea wherever possible. 
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ANNEX B 

Philippine Fair Trade Standards39 
(World Fair Trade Organization – Philippines) 

 
1. Awareness of Practice of Fair Trade 

This scope looks at the main and core responsibility of management to install systems and 
mechanisms that promote the awareness and practice of fair trade within the organisation. 
Management should be able to install instruments and/or vital information/dissemination 
activities that proliferate the principles and/or stories of fair trade. 
 
1.1. Awareness of Fair Trade 

1.1.1. Copy of current labour code. 
1.1.2. Fair trade principles are included in the written and/or expressed mission, vision 

and   values of the company.  
1.1.3. Orientation on employee benefits/salaries and office rules/guidelines and 

pertinent government laws is conducted. 
1.1.4. Mechanism for complaints and grievances is evident. 
1.1.5. Mechanism for promoting fair trade practices exists  

 
1.2. Cooperative Workplaces 

1.2.1. Company conducts meeting and consultations with workers on matters 
concerning company policy, plans and procedures. 

1.2.2. Workers are allowed to join associations, unions, cooperatives or similar 
organisations that promote their rights and welfare, in the best interest of the 
organisation. 

1.2.3. The company provides an atmosphere conducive to the social, physical, 
intellectual and emotional development of workers. 

1.2.4. Workers are informed about the performance of business and the organisation's 
plans. 

1.2.5. Family-friendly policies at work exist  
 

1.3. Respect for Cultural Identity 
1.3.1. An equal work opportunity for IPs and Moros is practiced. 
1.3.2. The company protects and promotes communal intellectual property rights and 

cultural designs of IPs. Respect of cultural practice is evident. 
1.3.3. Free and prior informed consent in the use of communal IP design/tradition is 

ensured.  
 

2. Human Resource Development and Responsibility 
This scope underscores the main and vital bias of fair trade — the workers. Mechanisms, 
policies and guidelines within the enterprise should promote the welfare, security and 
development of its workers. 
 

                                                         
39 http://wftoph.wordpress.com 
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2.1. Fair Wages 
2.1.1. Wages approximate average rate for similar occupation or minimum wage except 

those with exemptions (refer to legally mandated regional minimum wage rate). 
2.1.2. Wages regularly paid in full. 
2.1.3. Wages are properly documented. 
2.1.4. Deductions from workers are done in agreement with workers. 
2.1.5. Wages are in cash or check, never in kind. 
2.1.6. Pakyaw rates (if any) have been negotiated and agreed upon. 
2.1.7. Legally mandated and transparent mechanism on the calculation of piece rates 

exists. 
2.1.8. Legally mandated benefits for regular workers are given. 

 
2.2. Safe and Healthy Working Conditions 

2.2.1. Working hours in a workplace other than home do not exceed 40hours/week or 
whatever timeframe is legally mandated. 

2.2.2. Workplace provides sufficient light, ventilation and comfort. 
2.2.3. Trainings on potential hazards and safe use of equipment and materials are 

conducted. 
2.2.4. Accidents are recorded and appropriate measures are taken to prevent 

repetition. 
2.2.5. System for proper handling and storage of toxic or dangerous substances is in 

place. 
2.2.6. Worksite and lavatories are kept clean. 
2.2.7. Production process is not hazardous to health. 
2.2.8. Safety gears, devices and accessories are provided and worn by workers (e.g. 

gloves, helmet, masks). 
2.2.9. Eating area is separated from production area. 
2.2.10. First aid medicines and fire fighting equipment are available and accessible for 

use. 
2.2.11. Living quarters (if provided) are clean and comfortable. 
2.2.12. Corporal punishment, verbal abuse, mental or physical coercion are not used as 

disciplinary measures. 
2.2.13. Smoking is allowed only in designated areas. 
2.2.14. Written health and safety manual/policy/guidelines exists  

 
2.3. Fair Labour Provisions 

2.3.1. No child labour. 
2.3.2. Married women enjoy their paid maternity leave and married men their paid 

paternity leave. 
2.3.3. Mechanism to prevent and address concerns relating to sexual harassment 

exists. 
2.3.4. No prejudice in hiring, training or promotion. 
2.3.5. Equal pay for equal work. 
2.3.6. Reasonable arrangements for children's care while mothers are at work are in 

place. 
2.3.7. No discrimination on types of work. 

 
2.4. Provisions for Differently Abled Workers 

2.4.1. No prejudice against differently-abled and capable employees, as long as they 
are able to do the tasks assigned. 
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2.4.2. Working place is differently-abled friendly. 
2.4.3. Special skills training for differently abled workers is provided. 
2.4.4. Appropriate consideration is given to the special needs of differently-abled 

workers.  
 

3. Social Accountability and Transparency 
This scope looks at various accountability systems within the enterprise. Documentation and 
verifiable evidence of legal compliance becomes all the more important in this scope. 
Business relationships with suppliers and customers are given weight in this scope along 
with product quality, compliance to statutory requirements and environmental 
accountability. 

 
3.1. Fair Trade Pricing 

3.1.1. Transparent pricing mechanism is evident.  
3.1.2. Avoids engaging in unreasonable competition and unethical trading practices 

(e.g. undercutting, no invoice etc.). 
3.1.3. Social premium generated is used for community development.  

 
3.2. Public Accountability 

3.2.1. Willingness to show practices to fair trade aligned groups to foster cooperation. 
3.2.2. Willingness to open books to authorities. 
3.2.3. Taxation payment history, if applicable. 
3.2.4. Business registration is present. 

 
3.3. Environmental Sustainability 

3.3.1. Production process and materials used do not pollute or are hazardous. 
3.3.2. Production does not involve banned natural raw materials, chemicals, 

endangered species or resources. 
3.3.3. Production process and sourcing of materials do not involve illegal means. 
3.3.4. Recycling programme is in place. 
3.3.5. Measures are in place such that resources (water, energy, materials) are 

sustainably utilised and wastage is minimised or eliminated. 
3.3.6. Promotion and/or use of renewable energy sources in production is practiced. 
3.3.7. Promotion and/or use of natural/organic/local resources is evident.  

 
3.4. Respect for Intellectual Property 

3.4.1. Respect for intellectual/cultural property is ensured.  
 

4. Continuous Improvement and Social Development 
This scope looks at various mechanism/systems/plans the enterprise is working on to 
continuously develop the plight and circumstance of the other scopes, especially on human 
resource development and social accountability.  
 
4.1. Total Quality Management 

4.1.1. Prime consideration of users/consumers safety in the use of product is evident. 
4.1.2. Continuous quality improvement and product research to provide world-class 

products is conducted. 
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4.2. Practice of Management to Give Motivational Rewards 
4.2.1. Recognition and incentives are given for outstanding achievements and long, 

quality service. 
4.2.2. Programmes, activities and incentives that promote family values and 

participation are in place. 
 

4.3. Voluntary Benefits are Extended to Workers 
4.3.1. Housing Benefits, Profit Sharing, Performance Bonus etc.  

 
 



FAIR TRADE PRACTICES IN THE PHILIPPINES 

 

128 

 

ANNEX C 

Fair Trade Principles and Their Indicators40 
(Developed by the Advocates of Philippine Fair Trade, Inc.) 

 

Awareness of Fair Trade Practices 

1. Copy if labour code exists. 
2. Fair trade principles are included in the written and/or expressed mission, vision and values 

of the company. 
3. Orientation of employee benefits/salaries and office rules/guidelines exists. 
4. Mechanism for complaints and grievances exists. 
5. Mechanism for promoting fair trade practices among its employees exists. 

Fixed Wages 

6. Wages approximate average rate for similar occupations or minimum wage, except those 
with exemptions (this refers to the legally mandated regional minimum wage rate).  

7. Wages increase in line with increase in cost of basic needs. 
8. Wages are regularly paid in full. 
9. Wages are properly documented. 
10. Deductions from the wages are done with the agreement of the worker. 
11. Wages are paid in cash or in check, not in kind. 
12. Legally mandated benefits are present and given on time. 
13. Working hours with ample rest. 
14. Flexible working hours. 

Piece or Pakyaw41 Rates 

15. Per-piece rate approximates the average for the industry/sector within the community or the 
minimum wage (this refers to the legally mandated regional minimum wage rate). 

16. Piece rates have been negotiated (this refers to the prevailing piece rate in the 
community/region). 

Benefits Legally Mandated or Per CBA Agreement 

(Applicable to permanent employees) 

17. Vacation leave and sick leave. 
18. Medical and/or dental benefits. 
19. Sickness and disability benefits. 
20. 13thmonth bonus. 
21. Retirement pay. 

                                                         
40  APFTI, 11 February 2005. Dacanay, M.L. M. (2009). The Challenge of social enterprise performance 
measurement. In M. L. M. Dacanay (ed.), Measuring social enterprise: A resource book on social enterprise 
measurement (pp. 2–17). Philippines: ISEA and Oikocredit. 

41Pakyaw is a Filipino term for providing compensation based on a certain level of output. 
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Cooperative Workplaces 

22. Company conducts meetings and consultations with workers on matters concerning 
company policy, plans and procedures. 

23. Workers are allowed to join associations, unions, cooperatives, or similar organisations that 
promote their rights and welfare, as long as these organisations are not in conflict with 
company interests. 

24. The company provides an atmosphere conducive to the social, physical, intellectual and 
emotional development of workers. 

25. Workers are informed about the performance of business and the organisation’s plans. 

Working Conditions and Safety 

26. Working hours in a workplace other than home should not exceed 40 hours a week, 
whatever time frame is legally mandated. 

27. The workplace provides sufficient light, ventilation and comfort. 
28. Trainings are conducted on potential hazards and on the safe use of equipment and 

materials. 
29. Accidents are recorded, and appropriate measures are taken to prevent a repetition of such 

accidents. 
30. A system for the proper handling and storage of toxic or dangerous substances is in place. 
31. The worksite and lavatories are kept clean. 
32. The production process is not hazardous to health.  
33. Safety gear, devices and accessories (for example, gloves, helmet, masks) are provided and 

are worn by workers. 
34. The eating area is separated from the production area. 
35. First-aid medicines and fire-fighting equipment are available and accessible for use. 
36. Living quarters (if provided) are clean and comfortable. 
37. Corporal punishment, verbal abuse and mental or physical coercion are not used as 

disciplinary measures. 
38. Smoking is allowed only in designated areas. 

Child Labour and Gender 

39. Child labour (14 years old and below) is not allowed. 
40. Married women are allowed two months of paid maternity leave, and married men are 

allowed five working days of paid paternity leave. 
41. There is no manifestation or record of sexual harassment inside and outside the workplace. 
42. There is no prejudice in hiring, training or promotion. 

Management and Motivational Rewards 

43. Recognition and incentives are given for outstanding achievements and long, quality service. 
44. Bonuses are given for new ideas or new products. 
45. Reasonable arrangements are made for children’s care while their mothers are at work. 
46. Programmes, activities and incentives that promote family values and participation are in 

place. 
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Provisions for the Differently Abled 

47. There is no prejudice against differently abled employees. 
48. The working place is differently-abled friendly. 
49. Special skills training is available for differently abled personnel. 

Environment Sustainability 

50. The production process and materials used do not pollute the environment and are not 
hazardous. 

51. Production does not involve banned natural raw materials, chemicals, endangered species or 
resources. 

52. The production process and the sourcing of materials do not involve illegal means. 
53. A recycling program is in place.  
54. Measures are in place to ensure that resources (water, energy, materials) are conserved and 

wastage is minimised or eliminated. 

Fair Trade Pricing 

55. There is transparency in pricing. 
56. Unreasonable competition in pricing among fair trade practitioners/producers (for instance, 

undercutting, no invoice, etc.) is avoided. 
57. The social premium generated from fair trade is used to improve working conditions and the 

community. 

Financial and Technical Support 

(For organisations receiving eternal funding/support) 

58. Financial and technical capability-building measures are in place. 
59. Plans to phase out assistance, sustainability plans, and exit plans are in place. 

Respect for Cultural Identity 

60. Equal work opportunities for workers from cultural minorities. 
61. Respect for cultural practices. 

Public Accountability 

62. Willingness to show practices to fair trade-aligned groups. 
63. Willingness to open books to authorities.  
64. Taxation payment history, if applicable. 
65. Business registration. 

Voluntary Benefits Extended 

66. Productivity/performance bonus. 
67. Profit sharing. 
68. Housing benefits.  
69. Mechanism for loans (housing, salary, emergency, etc.). 
70. Training programme for capability building.  
71. Nutrition programme. 
72. Scholarships. 
73. Clothing allowance. 
74. Merits/awards received by the company for community service, etc. 
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Voluntary Benefits Extended 

75. Reasonable arrangements for children’s care while mothers are at work; working parents 
allowed to visit their children during breaks. 

76. Mechanism for training and compensation of OJT (on-the-job-training) students. 
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ANNEX D 

PREDA Fair Trade’s Local Producers42 
 

 
 

                                                         
42 http://www.preda net 
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ANNEX F 

CCAP Fair Trade’s Local Producers43 
 

 

 
 

 

                                                         
43CCAP Fair Trade PowerPoint Presentation dated 18 March 2011 
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CHAPTER 6 

MICRO VENTURES, INCORPORATED: 
THE EVOLVING SOCIAL ENTERPRISE BEHIND HAPINOY 
In a gathering of social development advocates, Mr. Rafael Lopa, who then envisioned having a 
chain of convenience stores for low-income communities, and Dr. Aristotle Alip, the founder of 
the country’s biggest microfinance institution, CARD (Center for Agriculture and Rural 
Development), bumped into each other and started talking about how they could pursue their 
common goals. Prior to this accidental meeting, CARD had started developing its business 
development services that was intended to help its microfinance clients, some 10 to 15 percent 
of whom were sari-sari store owners, grow their business. 

At this time, too, childhood friends Mr. Bam Aquino and Mr. Mark Ruiz were contemplating on 
putting up a micro franchise for low-income groups (what they referred to as the “base of the 
pyramid” or BOP) after leaving their respective jobs — Mr. Aquino as the chairman of the 
National Youth Commission and Mr. Ruiz as Unilever’s senior customer marketing manager, 
Customer Marketing Development (CMD) academy head, and head of channel strategy 
development.  

Because of Mr. Aquino and Mr. Lopa’s close relationship, they, together with Dr. Alip, formed 
MicroVentures Incorporated (MVI). Mr. Lopa explained: 

 

This partnership with CARD is the most important piece of the puzzle. If we were able to convince 
CARD to partner with us, this would save us precious time and spare us from the logistical 
nightmare of having to talk to each and every store to participate in the project. With CARD’s 
300,000 clients at that time, we figured that we could already have access to a low of 45,000 to a 
high of 60,000 sari-sari store owners who we could immediately invite to participate in the project 
since these store owners already have on-going business dealings with the microfinance institution 
(MFI). (Lopa, 2009, p.3)  

 

MVI was thus founded in 2006 with the goal of “transforming the lives of base-of-the-pyramid 
consumers and shop owners, by unleashing the potential of the local sari-sari stores, using a 
self-funding financially sustainable model.” (Lopa, 2009, p.1) The board — composed of the 
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proponents’ friends from both the business and the development sectors — put in their own 
capital and eventually got a loan to pursue growth. (Annex 1. Hapinoy Board of Directors)  

It was clear to the founders that MVI was a for-profit social enterprise with both business and 
social objectives, which, as MVI President Mr. Aquino described, “always go hand-in-hand; never 
one above the other. We did not evolve from a pure business to a business with a social 
development angle or a good CSR programme; right from the start, the business and social goals 
were defined.” (Aquino, Ruiz, & Tatad, personal communication, December 10, 2010) 

Though it clearly saw itself as a social enterprise, MVI registered as a for-profit corporation in the 
Philippines. Despite its social mission, it did not receive any support from government in the 
form of benefits or incentives (unlike the tax-free non-government organisations), however. On 
paper, MVI, as a social business enterprise, did not differ from any other business corporation. 

Finding fortune at the base of the pyramid 
Sari-sari stores were the Philippines’ local corner mom-and-pop shops. Although these stores 
were the smallest retail units, they numbered around 800,0001 nationwide, comprising 90 
percent of the entire universe of stores in the country. These stores thrived because of the 
issues of access and affordability that plagued a majority of Filipinos. The larger stores, 
supermarkets and shopping centres were located in urban and town centres, thus the sari-sari 
stores made the consumer goods available to the people outside of these areas. The sari-sari 
stores also catered to the base-of-the pyramid consumers, who, with their limited purchasing 
power, shopped only for their basic needs and in small quantities that matched their budget for 
the day. Almost everything in sari-sari stores were sold in sachets or repacked in smaller 
packaging (e.g. clove garlic). (Lopa, 2009) 

With its mission in mind, MVI offered business development services that would help increase 
the profit of microfinance borrowers who operated sari-sari stores.  

First, MVI analysed the distribution system and found that sari-sari store owners paid a higher 
price for goods. Stand-alone sari-sari store owners could not access the huge wholesaling 
process that was the domain of the giant supermarkets and wholesalers. Usually, a typical sari-
sari store would go to the nearest wholesaler in the public market or the supermarket in town, 
which in turn, accessed their goods from different levels of distributors of the manufacturers. 
Therefore, the sari-sari store owners had to pay all the markup from the manufacturers, 
distributors, wholesalers and supermarkets. This accumulation meant that the poor pay the 
most for groceries and consumer goods.  

Since the sari-sari stores were a highly fragmented and disorganised channel, it was 
uneconomical and costly for anyone to distribute goods directly to these stores. Hence, these 
sari-sari stores, despite their number, could not bargain for bulk discounts. The way to solve this, 
as MVI had seen, was to aggregate the inventory of these small stores. MVI thus took on the 
challenge of helping the sari-sari store owners increase their incomes while at the same time 
providing cheaper and better service to the base-of-the-pyramid market.  

                                                         
1 2010 estimate 
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Ultimately, MVI saw three problems in the distribution system: 

1. The products and services needed by the low-income group did not reach them. 

2. The products that did reach them were more expensive due to distribution inefficiency. 

3. The enterprises at the low-income group did not have access to market opportunities. 

Aggregating the inventory requirements of the sari-sari stores, however, meant that store 
owners would have to agree to purchase their inventory from a common source and MVI’s entry 
would pose a challenge since, chances were, these store owners already sourced their goods 
from their “suki” (regular vendor). MVI thought that the only way to get the sari-sari stores to 
shift to a common source was to offer them lower-priced goods, and delivery service that must 
be as or more reliable and more convenient than their present source, in addition to offering 
them competitive or very good credit terms. 

Looking at the distribution chain of the retail trade business from the manufacturers to the sari-
sari stores and identifying a point of intervention, MVI decided to establish “community stores” 
among the larger sari-sari store-clients of CARD. These community stores would serve as 
wholesalers for the smaller sari-sari stores within its area. Moreover, through the organised 
supply chain, community stores would have access to better discounts, which would be 
consequently passed on to the smaller sari-sari stores. 

In order to help the sari-sari store owners grow further, the Hapinoy Program offered them the 
following services: 

1. Capital 

2. Capacity building and knowledge training 

3. Cheaper inventories and new product lines 

4. Store branding 

Capital provisioning 
Soon, CARD established areas to be involved in the pilot test of the project. The next step was for 
MVI to test the waters in the corporate world, to see if they could get the buy-in of the 
manufacturers. 

On the part of the community stores that would need additional capital to purchase inventory 
for their wholesale operation, CARD set up a new loan window primarily to assist the qualified 
community store owner to scale up their inventory for the wholesale operation. As a result, the 
community store owners had increased their borrowings per year from an average of P30,000 
(US$738) per store owner to a maximum of about P150,000 per store owner.2 

                                                         
2As of December 2008, CARD had lent more than P15 million to the community store  owners, which increased 
to P25.5 million the following year. 
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Capacity building 
Conscious that a mindset change was a critical pillar for the development of the nanays, MVI 
came up with the 12 Gabay ng Hapinoy. (Annex 2. Ang 12 Gabay ng Hapinoy). Inspired by 
Grameen Bank’s 16 decisions and developed in the first year of the programme, the 12 Gabay 
was part of MVI’s culture shaping that clearly set the goal for the Hapinoy community to be more 
active members of the community and the country.  

In addition, the required training complemented the mindset change. The pre-operations phase 
of the Hapinoy community store required community store owners to go through an average of 
four weeks of store management training.  

With training as one of the main thrusts of its programme, MVI provided continuing education 
for all its community store owners. These store owners were required to attend the monthly and 
quarterly training events that focused on business and personal development skills. 

Supply of cheaper goods 
Because some MVI board members previously worked for multinationals, MVI was able to meet 
with and present the programme to companies such as Unilever, Colgate-Palmolive, Coca-Cola, 
Rebisco, Nestle and Century. MVI approached the companies “not by way of charitable appeal to 
help the small store owners”, but by presenting to them a win-win business proposition that 
would allow them to expand their market reach to the base-of-the-pyramid market and 
accelerate their cash movement.  

At the same time, the community store owners would be able to expand their business from 
retailing to wholesale as well; the sari-sari stores would have access to a cheaper source of 
inventory; and ultimately, the consumers would have access to cheaper goods. (Lopa, 2009) 

Initially, MVI’s concept was to work with existing supermarkets and wholesalers. The idea then 
evolved into the present-day community stores — chosen among the nanays (mothers) who 
were able to expand their stores to serve as hubs for smaller sari-sari stores. 

Store branding 
Taking the cue from board members who had solid experience in marketing, MVI saw the need 
for a branding “that would create a culture that would strengthen the bond and loyalty among 
our store owners, manufacturers, distributors, CARD and the base-of-the-pyramid consumers”. 
(Lopa, 2009) 

The MVI team thus looked into an article published in Time Magazine, which revealed that the 
Philippines was said to have one of the highest ratings in Asia insofar as happiness and life 
satisfaction scores were concerned, based on the World Values Survey. It stated that despite 
burdens like poverty and pollution, Filipinos tended to be happy because for them, happiness is 
not only about material goods. Filipinos were resilient and self-sufficient; and they believe that 
happiness is not just a goal, but also a tool for survival. (Robles, 2005) With this finding, MVI 
decided to brand the Philippines’ first and only sari-sari store chain as the “Hapinoy Store: the 
Store of the Happy Filipino”. Hapinoy simply meant “Happy Filipino”.  
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Hapinoy, the brand and the business, was launched in February 2007.  

By mid-2007, the project with corporate partner, SMART Communications, for e-load retailing 
and store merchandising was started. By August, seven community stores were set up as part of 
the pilot stage. By the end of the year, there were already 17 community stores. (Annex 3. 
Hapinoy Store Branding) 

Building the business through partners  

CARD-BDS 

The Business Development Services (BDS) of the CARD Mutually Reinforcing Institutions was 
formalised in 2005. It spun off into an independent NGO in 2008 although its partnership with 
MVI was established in 2007.  

CARD-BDS was in charge of lending capital to the nanays and was responsible for helping them 
grow the business, which entailed networking with the companies. Prior to its partnership with 
MVI, CARD-BDS considered working with a purely for-profit company as well as with an NGO, but 
these entities fell short. According to Mr. Julius Alip, deputy director of CARD-BDS, these 
organisations neither had the credibility nor the background to deliver CARD-BDS’s 
requirements. 

Further, CARD-BDS decided to enter into a partnership with MVI because they could not claim 
expertise in marketing, advertisement, real estate, and the many other diverse aspects of 
business development. According to Mr. Alip: 

 

They (the companies) speak a different language so we need the likes of MVI to help us in this area. 
We tried bulk sourcing in the past but it caused us much headache. Aside from distribution, there 
are other areas that require experts such as marketing support, product development, and research, 
among others. (Alip, personal communication, January 17, 2011) 

 

Besides, what the two organisations wanted was also aligned: 1) to improve clients’ business and 
standard of living and 2) to attain sustainability goals as investors in MVI. Since CARD’s chairman, 
Dr. Alip, sat on the board of MVI, CARD-BDS was assured that the partnership would not deviate 
from their original social and sustainability goals.  

Since the first day of MVI, CARD had been present, holding 30 percent of shares of the 
enterprise. “Co-management” was what best described the relationship between MVI and CARD-
BDS. Structurally, BDS handled the financials—lending and purchasing of inventories, while MVI 
handled the distribution and social side—clients’ strategic selling skills, product knowledge, 
financial management and inventory management skills, and value/belief system, among others. 
At the field level, the store doctors worked under MVI in consultation with BDS and with the 
project officers of CARD. Before they came up with this organisation, however, they also went 
through a trial-and-error stage. Mr. Alip said that this arrangement worked for them as long as 
delineation of roles was clear to both parties, and reporting structures to the field staff.  
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Just like in any kind of relationship, conflict was inevitable. Initially, there was misunderstanding 
in culture and communication style. The expansion issue was their most common point of 
argument. “They tend to adopt rapid expansion while we in CARD opt to perfect the system first. 
Issues like this are settled during meetings (thrice a month at the operations level and once a 
month at the board). Communication is key and it helps to speak the other person’s language,” 
shared Mr. Alip (2011). 

In making a partnership work, Mr. Alip believed that the key success factors lay in the persons 
involved. According to him: 

 

They must have the same vision, same social mission, and sustainability goals; maintain 
communication; and keep an open mind especially in introducing innovations. MVI always do prior 
study before presenting an idea to the group and it is CARD-BDS’s job to manage the risk. A possible 
deal breaker, however, would be, if MVI deviates from its social mission or if MVI fails to deliver. 
(Alip, 2011) 

SMART Communications  
Smart Communications, Inc. was the Philippines’ leading wireless services provider with 45.3 
million subscribers on its GSM network as of end-June 2010. SMART had built a reputation for 
innovation, having introduced world-first wireless data service, including mobile commerce 
services such as Smart Money and Smart Load. (Businessweek Mindanao, 2010) 

SMART had been recognised for its “growth inclusive business model” — maintaining profitability 
while at the same time serving the needs of the poor by providing access to low cost 
telecommunications services, providing entrepreneurial avenues for the lower income segment 
of the market, empowering women through microfinance opportunities, helping to boost the 
quality of education through internet access, and practicing environmental sustainability. 
(SMART Communications website, 2008). SMART received numerous awards because of their 
participation in the Hapinoy programme.  

In 2008, SMART was the only Southeast Asian company to receive the World Business and 
Development Award from the International Chamber of Commerce, Prince of Wales 
International Business Leaders Forum, and UN Development Programme. SMART’s programmes, 
which included their participation in the Hapinoy programme, were cited for servicing the Base 
of the Pyramid, and for changing the way Filipinos communicate. (Businessweek Mindanao, 
2010) 

SMART Communications, Inc. was one of MVI’s key partners, and one of the first companies to 
sign an agreement with the social enterprise. SMART saw in the Hapinoy business model a 
potential channel to broaden its base of electronic load3 (e-load) retailers and other products for 
the base-of-the-pyramid. It contracted MVI to do the merchandising of the Hapinoy stores and 
the distribution of SMART “sim” cards and phones to enable the store owners to retail e-load. 
The store owners would buy their e-load inventory from MVI or any wholesaler of SMART e-load.   

                                                         
3E-load retailing was the sachet equivalent of mobile phone load, by which prepaid mobile phone users can 
purchase load for text messaging for as low as P5.00 (good for five text messages). 
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“We are happy to expand our current partnership with Hapinoy, to spur entrepreneurial 
opportunities and economic growth for members of the base of the pyramid,” said Orlando B. 
Vea, SMART chief wireless advisor, during the launch of MIMO in 2010, three years after their 
agreement between SMART and MVI was signed. He added: “…Hapinoy Stores (will) allow us to 
give more Filipinos additional ways to improve their livelihood, while at the same time providing 
easier access to SMART’s cutting-edge products and services, including our award-winning Smart 
Money platform.” (Businessweek Mindanao, 2010) 

MVI’s Mr. Aquino responded thus: “In the same manner that we aimed to give micro 
entrepreneurs viable and sustainable business opportunities, we are happy to provide BOP 
members with easier access to financial services which they otherwise had limited access to. 
Hand in hand with SMART, we hope to alleviate poverty, one sari-sari store at a 
time.”(Businessweek Mindanao, 2010)  

In 2010, some community stores had become money-in, money-out (MIMO) centres where 
SMART Money4 owners could encash their electronic money, which had become an alternative 
form of remittance. By offering electronic money encashment in stores, consumers were able to 
save as much as 10 percent to 20 percent on remittance transaction costs.  

SMART continuously evolved the products they offered at the stores, such as the Barangay 
Phone, a product that allowed consumers to call other mobile numbers for P1 per minute (with 
P6 as the regular rate) and were looking to launch another low-cost mobile phone product for 
consumers in mid-2011. SMART also launched the Tipid Sulit (or value for money) campaign, 
where they set up corners in stores that featured value for money items. 

Grameen Foundation  
The Grameen Foundation (GF) Manila/Asia Regional Office was established in 2008 to deliver 
services such as catalytic capital, systems, automation and social performance metrics to help 
MFIs in the Philippines more effectively pursue financial empowerment and sustainable 
growth. Initially, the organisation was targeting the microfinance institutions; in 2010, however, it 
expanded its coverage to include social enterprises, which led to its interaction with MVI.  

That year, MVI explored the possibility of sourcing financing from GF to support its expansion 
plan from 150 to 400 community stores. According to Mr. Christopher Tan, GF’s regional 
manager, it was clear to GF what it could not afford—the cost of money that they had to repay 
and the overhead that they needed to cover. Although the conversion of liabilities to equity was 
discussed in length, the process of determining the valuation price was not agreed on.  

Their first attempt to partner did not materialise; however, communication lines had remained 
open. For GF, capital alone would not help a woman and, as Mr. Tan opined: 

 

                                                         
4 Smart Money was the world’s first reloadable electronic wallet linked to a mobile phone. Through Smart 
Money, account holders may send and receive cash using their cellular phones, all at the speed of text messages. 
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MVI has figured out a way to expand, to make much more profound the business development 
services — beyond financial literacy and skill-building of the women — by establishing a network of 
business, a value chain, which ensured success of the entrepreneurs especially in the rural areas 
where population is not as dense as in the urban regions. This is certainly not the expertise of the 
microfinance institutions, many of which have attempted to set up their own business development 
service. Beyond capital, the poor need a new business model; not just microfinancing but economic 
development intervention. We know that money is never in the production. (Tan, personal 
communication, January 11, 2011) 

 

If Muhammad Yunus, the founder of Grameen, was a banker with a conscience, Mr. Tan 
considered MVI as the middleman with a conscience. The trick in creating the infrastructure, he 
said, was to work with the big boys in such a way that one retains control or influence over the 
network. He further said: “Others do not have the social network and experience that Mr. Ruiz 
has. Others tend to be happy with their community-level success. Others are more traditional in 
their networking approach. That’s culture. That’s fine. GF would like to partner with these entities 
as well.” (Tan, 2011) 

GF did not have business goals; it was a not-for-profit entity that did not have any investors to 
satisfy. GF was willing to throw in money for the pilot of Hapinoy projects, Mr. Tan said, “because 
they are smart people who will figure out what will work and what is valuable to them. We trust 
their judgment. MVI is focused on learning, replicating, teaching others, with implications seen as 
beyond MVI.” (Tan, 2011) 

An observation Mr. Tan had was that “Hapinoy is evolving quickly, not in a whimsical manner, but 
they change their approach quickly in order to serve their customers better.” (Tan, 2011) 

The Nanays 
For MVI, its primary concern was to determine and ensure that the nanays had the right 
inventory/assortment which would 1) result in higher revenue to the store and 2) be more 
beneficial to the community.  

Take for example the case of Nanay Ella Bitara, who had had her sari-sari store for 10 years in 
Alaminos, Laguna, but joined CARD and the Hapinoy programme only in 2009 and October 2010, 
respectively. Prior to joining the programme, she used to sell P1,000 (US$24.60) to P2,000 worth 
of goods per day, earning a meager P150.  

What enticed her to join Hapinoy was the 30-day credit term it offered and the price of its goods 
that enabled her to sell at par with the downtown market prices. Nanay Ella shared: 

 

My neighbors have started buying goods from me instead of going to the market, as they are able to 
save some P16 in fare. More people also started coming to my store because of wider range of 
inventories I now offer, including medicines under Hapinoy’s Botika Corner that gives me good 
margins. The grocery loan (also called ‘gift certificate’) extended by CARD to its members which could 
only be used in Hapinoy stores, brings in people to my store, too. In six month’s time, my daily 
earning has increased between P500 and P1,000. (Bitara, personal communication, April 14, 
2011) 
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In addition to the original business and personal skills training programme, MVI started its three-
level leadership training in 2009. The goal of the leadership training was to enable and empower 
the micro entrepreneurs to work beyond their stores and be of service to their communities. A 
number of the nanays had become leaders in their own right in that they coached their suki 
stores and even the newbies in the business, and gave inspirational talks across Hapinoy 
communities. Anecdotally, the list of principles in 12 Gabays — which included helping and being 
helped in the community and being leaders — was also something that engaged the nanays as 
they really felt that they were becoming a part of “something bigger than themselves” and saw 
their roles in society and their communities with an expanded perspective. (Ruiz, personal 
communication, April 14, 2011) 

No wonder then, when asked about the impact of Hapinoy, Nanay Edith Miranda unabashedly 
answered: 

 

Self-improvement and (lessons from) Foundations Learning Experience (FLEX). Sir TJ (Hapinoy’s 
community store operations manager-expansion in charge of training and community 
building) taught us to be gutsy and confident. He made us speak to other nanays about how to care 
for customers, how to start a business…to inspire other nanays to grow their sari-sari stores. 
(Miranda, personal communication, April 14, 2011) 

 

Nanay Edith had been running her sari-sari store in Candelaria, Quezon since 1987; 
unfortunately her store was burned down to ashes in 2001. The only asset she was able to save 
was the P4,000 (US$98.40) in her pocket then — which she used to start their lives anew. In 2002, 
she joined CARD and took out a P4,000 loan “which was enough to buy only 10 boxes of 
cigarettes”. Whatever she earned, she invested it either in inventory or in hog-raising. In 2007, 
her sari-sari store was chosen to be one of the seven pilot Hapinoy stores.  

Nanay Edith shared that at times other distributors’ agents offered a price lower than Hapinoy’s. 
However, she still preferred to get orders from Hapinoy because of its 30-day credit term, which 
was longer than the agents’ usual seven days. 

Ten years after the unfortunate event, Nanay Edith had increased her daily net income from 
P500–1,000 to P2,000–3,000 (from her daily sales of P20,000–30,000) and ran a community store 
that serviced around 100 suki stores with three delivery tricycles managed by her husband. While 
she opened the store at 6 or 7 in the morning, her husband took the evening shift, manning the 
store until 11 in the evening. Nanay Edith also hired her sibling to help her in the daily operations 
of the store while her son assisted in the delivery of goods occasionally.  

When asked about her secret of success, she said: 

 

My husband’s support plays a big part in the success of our store. We also made sure that whatever 
we earn we plough back to the business. Unlike other business people I know, we do not buy 
appliances; we buy inventories instead. It also helps that our children do not complain about our 
lifestyle. (Miranda, 2011) 
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Such testimony was not surprising as Hapinoy’s training programme also aimed to help the 
nanays build better relationships and working partnerships with their husbands, encouraging the 
couples to own and manage the business together. 

According to Mr. Aquino, one of MVI’s key business principles was that each stakeholder should 
find value in the venture, be it in the form of growth in business or a transformation in his or her 
personal life, as in the case of the nanays. Mr. Aquino emphasised that MVI’s measures of 
achievements were in two areas: the nanays’ business income and level of ‘happiness’ or self-
esteem.  

He further said: 

 

Hapinoy believes that given the right access to goods and opportunities, the poor will be able to lift 
themselves out of poverty. We work towards the economic and social growth of the communities we 
engage. 

Thus quantitatively, we check the sales and revenue of the stores and micro entrepreneurs we 
support with financial monitoring tools. Over the past three years, the store owners have 
experienced an increase in their revenue because the goods that they are purchasing through the 
programme are cheaper. For the community stores, from an average daily sales of $50 (P2,000) per 
day their daily sales increases to at least $250 (P10,000) upon joining the programme. 

Qualitatively, we ask our nanays how the interventions of the programme helped them, not only on 
the entrepreneurial aspect, but also on personal levels. We are able to evaluate their mindset shifts 
on motivation, self-image and belief systems. We track these with weekly visits, interviews, surveys 
and community store meetings. Community store meetings are monthly learning sessions of all 
community store owners of a town. 

We physically see the success of the programme. The nanays’ houses are getting bigger, they 
purchase new appliances, and they are able to send their children regularly to school. 

Our Nanays even physically look better after some time in the programme. (Aquino, 2011) 

 

Among the mothers featured in the MVI website, more than half cited personal development 
and social skills as their lessons learned from the enterprise. The rest cited financial 
management, and growing and building the business as well as the community as their main 
realisation from joining the Hapinoy programme. According to some mothers’ anecdotes, MVI 
was able to help them primarily in increasing their inventories and thereby increasing their 
revenues, and becoming more sensitive to their customers. (Hapinoy website, 2010)
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 Evolution of the enterprise 

In 2009, MVI formally defined its vision and mission thus:  

Our reason for being: 

Micro Ventures Inc aspires to be the leading partner of 

Microentrepreneurs in the Philippines. In so doing, we 

leverage Microfinancing as a powerful tool to empower 

socially and economically challenged families. 

 

What we do: 

1. The Development of Viable and Sustainable 

Business Models for Microentrepreneurs. 

2. The Empowerment of Microentrepreneurs through 

Capacity-building. 

3. The Formation of Strategic Partnerships with 

Microfinancing Institutions and other Organisations. 

Scaling up 
 

In the past two years, Hapinoy has evolved from a programme focused on the increased incomes of 
sari-sari store owners to one which is trying to solve problems of access for areas and communities, 
utilising the sari-sari stores with the support of more empowered and financially stable sari-sari 
store owners. It was a natural evolution for us. (Aquino, personal communication, 2011) 

 

The initial 22 community stores were able to move over P60 million (US$1.5 million) worth of fast 
moving consumer goods to the smaller stores within a 16- to 17-month period. Over the same 
period, these 22 stores recorded combined earnings estimated between P3 million and P4.2 
million. By 2009, MVI had 50 community stores and by 2011, this number grew to 150. 

A year after the inception of the SMART-MVI partnership, MVI had merchandised 4,000 stores by 
prominently displaying the logos of the SMART brands in the Hapinoy signages. The sari-sari 
stores’ new business resulted in an average additional income of P300 to P400 per month per 
store; for SMART, this meant a total of P19.8 million worth of e-load in 2008 alone. (Lopa, 2009, 
p.7)  

MVI realised that their business model was more effective in less urbanised areas where big 
wholesalers would not go and thus the benefit of having community stores were optimised. In 
such areas, having a Hapinoy community store could help the smaller, suki sari-sari stores save 
as much as P50 in one-way fare that they would have otherwise spent if they were to source 
their inventories from the public market. Its challenge, however, was to become as efficient as 
the other distributors that could supply goods to just any sari-sari stores in town. 
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Another challenge would be helping the nanays grow their business. While many had dreams of 
someday turning their sari-sari stores into groceries, others were content working within their 
comfort zones such that no amount of persuasion could make them want to carry more product 
lines. In some cases, as business capital was often treated as conjugal property of couples in the 
Philippine society, the husbands’ being more risk-takers in their businesses had adversely 
affected the wives’ enterprises. In others, the husbands had problems dealing with their wives’ 
successful business ventures. 

For 2011, its target was to expand its reach to 400 communities. Although MVI had always 
intended to engage other MFIs, negotiations were still in process.  

Widening product offerings 
As of January 2011, MVI maintained 400 stock keeping units (SKUs) for distribution from around 
10 to 15 big companies and 10 small manufacturers.  

MVI had started moving from merely selling to the base-of-the-pyramid to mainstreaming the 
low-income group into the market. Whereas initially MVI approached the big companies, this 
time it included the local producers in their network.  

In 2010, Hapinoy started launching its line of house brands, starting with Hapinoy Banana 
Ketchup, which cost P20 less than the leading brands but of high quality and taste. With its 
house brands, MVI aimed to deliver better quality products to the local communities while 
offering the Hapinoy stores better deals and higher margins. Strategically, once volume and 
scale were achieved, the long-term goal of MVI was to source raw materials from communities, 
other microfinance borrowers or from the micro-producers themselves. As in the case of the 
Banana Ketchup, perhaps bananas could directly be sourced from farmers. 

It had also expanded its products beyond the fast moving consumer goods to include those 
innovations with significant social impact such as solar lamps (for areas not yet covered by 
electrification programmes) and mosquito nets (for dengue-infected areas). It also included the 
community-based manufacturers in its network such that commodities such as rice, sugar and 
drinking water were made available at the communities at better prices. 

Mr. Ruiz explained: 

 

Selling the fast-moving goods from the multinational companies was a sort of MVI’s entry strategy to 
the stores. Now with Hapinoy’s track record, it is easier for us to ask the stores to sell medicine or 
rice, or the more socially beneficial products.  

We are really trying to mitigate the risk to the nanays and her community store, especially as she 
scales up. For example, when we do pilots, we require our partners to absorb the risk of inventory, 
that is, what if the product won't sell? We also try to actively promote the products, which could 
benefit the community but might not be immediately sellable from the store, as was our experience 
with some entrepreneurs. (Ruiz, 2011) 

 



MICRO VENTURES, INCORPORATED: THE EVOLVING SOCIAL ENTERPRISE BEHIND 

HAPINOY 

 

146 

 

In the future, MVI planned to incorporate more socially beneficial products and services into the 
Hapinoy programme such as diversification of ownership of stores and opening to other markets 
such as the Overseas Filipino Workers. 

Launching Hapi Delivery 
In 2010, MVI also launched its own supply chain, Hapi Delivery, immersing itself into the whole 
distribution business (Annex 4. Activity Chain). The stores would be able to sell the products on 
terms. Aside from getting bigger discounts from manufacturers, from which the end-buyers also 
benefited, this service also provided substitute products that were generally cheaper — an 
opportunity for the small businesses to access markets through the Hapinoy network. (Hapinoy 
website, 2010) 

CARD-BDS made the investments in the logistics while MVI managed the Hapi Delivery business. 
In essence, Hapi Delivery was another form of co-management or partnership between CARD-
BDS and MVI. Having its own distribution network assured the regularity of deliveries without 
sacrificing the bulk discounts for the community stores; further, it facilitated the entry of 
products of community-based manufacturers into the system.  

“Our goal is to provide end-to-end support for the micro entrepreneurs, from production to 
distribution,” emphasised Ms. Erika Tatad, the director for pperations (personal communication, 
January 28, 2011). Eventually, MVI intended to serve the sari-sari stores, going beyond the 
community stores and further down the economic pyramid.  

“We envision Hapinoy to be a universal platform where you can plug in any ‘application’, or 
business, for distribution to the market,” explained Mr. Ruiz (2011), using computer technology 
as an analogy. “The system is set, and everyone, big or small, has a place in Hapinoy. It is just a 
matter of finding the fit,” added Ms. Tatad (2011). 

Managing resources  
Structurally, MVI had also evolved. In 2009, Ms. Erika Tatad joined the team as the operations 
director, while Mr. Ruiz, the managing director, focused on marketing and business 
development, and Mr. Aquino remained as the president and handled partnership-building. Ms. 
Tatad was a welcome addition to the duo, both of whom she had known since childhood. Prior 
to joining MVI, she had solid experience in strategy management, handling key accounts in the 
consumer goods industry and banking. Later, she became a regional director for an international 
socio-civic organisation. When she went back to school, she interned for an organisation that 
aggregated “ethically-minded producers and companies” engaged in online retailing.  

By 2011, MVI had employed 15 personnel at the headquarters and another 15 in the field.  MVI 
had also included “store doctors” in its operations. Their role, which was more as a partner and 
coach (more personal, more involved) as opposed to a consultant (more detached), was to give 
the store owners business advice. These store doctors were employed by a third party, owned by 
another MVI board member, whose business expertise was in marketing and activation.  
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At this time, too, the company had its own office space already; however, its accounting 
functions remained outsourced to a company, managed by an MVI board member. It was MVI’s 
intention to look for partners who could handle its support functions and pay for the partner’s 
services so that it could focus on its core business — retail, distribution and logistics.  

According to Ms. Tatad, they were able to keep the company lean by looking at the demand of 
the job first, then matching it with the skills and workload of the existing staff. Only when nobody 
could fill in the need would they decide to hire a new employee. She added: “We are such a 
hardworking team that lines have become blurred across functional areas.” (2011) 

MVI wanted a sustainable business not only in terms of financials but also in terms of the 
institution. Traditionally, people working in NGOs did not earn much so they either leave the 
NGO or go the other extreme (or opposite route). As MVI wanted to attract and keep the best, it 
thus offered a salary that was more than what an average NGO offers and was competitive when 
compared to the corporate sector. 

As in any growing organisation, human resource management slowly gained management 
attention. In the beginning, staff development was not the focus of the growing enterprise. 
Although they had headcounts, benefits, developmental activities (such as seminars and 
conferences) and work plan in place, the system was relatively informal. Thus, MVI wanted to 
professionalise the programme for its staff, which, it recognised, would put pressure on 
sustainability. 

Going beyond selling to the BOP 
In line with its effort to further the training and capacity-building thrust, MVI planned to launch 
its foundation in 2011, which would eventually handle the entire training curriculum for the 
nanays, the social impact measurement and management, and special programmes. (Annex 5. 
Organisational Structure)  

One objective of the foundation was to formally look into the impact of MVI by analysing the 
Progress out of Poverty Index (PPI)5 scores of the community stores. Currently, the enterprise 
was able to measure only the growth in revenues of these community stores.   Another was to 
form a separate entity to maximise the use of resources. 

Mr. Ruiz explained further: 

 

The challenge with social business enterprises is that there are two dimensions that have to be 
fulfilled — the social mission and the business goals. We’ve learned that it would be best to have a 
true hybrid organisation — MVI, which will focus more on commercial operations and generate its 

                                                         
5 The Progress out of Poverty IndexTM (PPI™) was a simple and accurate tool that measures poverty levels of 
groups and individuals. CGAP, Grameen Foundation and the Ford Foundation endorsed the use of this poverty 
assessment tool for those institutions interested in measuring the likelihood of client poverty. The PPI was based 
on an approach developed to estimate the likelihood that clients fall below the national poverty line, the poverty 
line that defined the poorest half below the national poverty line or the $1/Day/PPP and $2/Day/PPP 
international poverty lines. While the PPI was built on a universal methodology, each PPI was country specific 
and based on that country's best nationally representative income and expenditure household survey. (source: 
http://www.progressoutofpoverty.org/understanding-the-progress-out-poverty-index) 
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own revenue; and MVF (Foundation), which will tackle capability-building and training. Moreover, 
it is a vehicle to also accept donations and grants geared more for less commercial and more 
socially-oriented activities. (Ruiz, 2011) 

 

With its main thrust to build skills and capacity of partners and micro entrepreneurs, MVI 
planned to launch two programmes in the same year, incorporating its original programmes 
with a new line-up.  

First was the Hapinoy Training Program, which would give an overview of the training 
programme. While in the past a lot of the training focused on the nanay's development and 
business skills, the planned programme had a holistic training-formation approach that touched 
on both the business aspect and the personal-social aspect of the persons. The rationale behind 
this programme was that “Hapinoy members were envisioned to be empowered individuals: 
ones who had achieved a level of personal mastery; been deeply rooted in sound and basic 
financial and operational business disciplines; and been deeply engaged in the life of the 
community — starting from one’s family, the neighborhood, the local CARD branch and the 
town. The members tapped all these spheres of influence towards an improvement in the 
economic and social situation.” This programme also reinforced the role of 12 Gabays in the 
formation of the nanays. (Hapinoy Training Program Brief) 

The Hapinoy Training Program was divided into two modules: Business Skills and Life Skills. 
Business Skills included financial literacy, customer care and sales, personal assessment and 
business opportunities, visual merchandising, management system, and inventory management. 
On the other hand, Life Skills covered leadership excellence; paradigm/belief systems; vision, 
mission, purpose and core values; motivation and self-image; personal responsibility; and the 
Masaya at Masaganang Pamilya (Happy and Prosperous Family) seminar. (Hapinoy Training 
Program Brief) 

The second programme to be launched was the Kahanapbuhay Program, the arm that would link 
micro producers to the Hapinoy network by upgrading their business from the community level 
to the micro enterprise level. This programme was in line with MVI’s vision to “be a universal 
platform where you can plug in any ‘application’, or business, for distribution to the market”, 

The programme segmented the micro producers into three levels, each with specific needs: 
Level 1 or aspiring micro producers who needed to explore business opportunities; while Level 2 
or early state micro producers who may require assistance in the areas of product development, 
production process, packaging, and quality assurance. Finally, Level 3 or mature micro producers 
who were more concerned with business expansion, production capacity, working capital, and 
management systems, and were ready for integration in the Hapi Delivery System. (Hapinoy 
Kahanapbuhay Program Brief) 

MVI started with the development of Level 1 micro producers by partnering with a local leading 
donut company to introduce donut production in the Hapinoy network. The project pooled 
together the partner company’s product development and franchise development expertise, 
MVI’s ability to network with microentrepreneurs, and the micro producers’ desire to have a 
“higher-standard business-in-a-box”.A Hapinoy member was trained and provided with raw 
materials and the equipment to produce the donuts. At this pilot stage, MVI and the partner 
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company assumed the burden of these costs. As of April 2011, there were still refinements in the 
prototype — from the nanays’ training, product development and production processes — but 
MVI intended to develop five Hapinoy Kahanapbuhay Models for micro producers. (Hapinoy 
Kahanapbuhay Program Brief) 

Mr. Ruiz also added: 

 

Now that the network is there, we can use it beyond building business. MVI has a tie-up with the 
Visayan Forum Foundation whose goal is to combat human trafficking. A number of our nanays, 
who have agreed to work with the Visayan Forum, have been trained to spot potential human 
trafficking activities and report them back to the organisation, who in turn, will be working with the 
authorities.  

We also now have partnerships for our disaster response programme. In case of typhoons, for 
example, people can work through the Hapinoy network by coordinating their purchase of goods for 
donation from the Hapinoy stores located in the areas of calamity. The nanays will pack and deliver 
the goods themselves to the beneficiaries — this way we can avoid depletion of stocks in the city and 
ensure faster delivery of needed goods to the affected communities. We learned our lesson from 
Ondoy that struck many parts of Luzon in 2009; of course, we do not know yet if this disaster 
response programme will work until another typhoon comes, which we do not hope to happen. 
(Ruiz, 2011) 

 

Three years after its establishment, MVI had evolved from being merely a distribution network of 
the big boys to a venue that aimed to mainstream the micro and/or community-based producers 
and to make available socially beneficial products to low-income communities. Its network had 
also become a medium for other social organisations such as those that combat human 
trafficking (Visayas Forum).More importantly, MVI had pursued efforts to set up a foundation to 
give more attention to the development of the small store owners and their communities. As 
Hapinoy was envisioned and designed to be a universal platform where one could plug in any 
“application”, its very nature made changes inevitable in the coming years. Any new application 
— be it a product, a business, a social service or an advocacy — would cause MVI to continuously 
evolve. 
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ANNEX 1 

Hapinoy Board of Directors 

 

The Board of MicroVentures Incorporated is composed of visionary leaders with unparalleled 
experience and expertise in various sectors such as government, social development, micro 
finance, and business. What they share is a common advocacy for social business enterprise, 
proof that social development and business can go hand in hand. 

Rafael C. Lopa, Chairman of the Board, is the executive director of the Benigno S. Aquino, Jr. 
Foundation and executive assistant to former President Corazon C. Aquino. He sits as a trustee 
in various foundations and was formerly a board member of the Philippine Center for NGO 
Certification (PCNC). Rapa currently serves as the executive director of Philippine Business for 
Social Progress (PBSP). 

Dr. Aris Alip, Vice-Chairman of the Board, is the founder and managing director of the Center 
for Agriculture and Rural Development Mutually Reinforcing Institutions (CARD MRI), one of the 
leading microfinance institutions in the Philippines. He has extensive international experience in 
microfinance and rural development, and has advised on many microfinance projects in Asia and 
the Pacific. Dr. Alip was awarded Ernst & Young’s Social Entrepreneur of the Year for 2006 and 
the Ramon Magsaysay Award for Public Service in 2008. 

Paolo Benigno Aquino IV is the former chairman of the National Youth Commission (NYC), the 
youth policy-making arm of the Philippine Government. He was the youngest person in 
Philippine history to head a government agency. Bam also hosted Breakfast, a youth-oriented TV 
morning talk show on Studio 23 from 2001–2006, and Start-Up, a business magazine show on 
ANC. His first publication, Young Southeast Asia, was the ASEAN’s 40th Anniversary Book. In 
2010, Bam was recognised as one of Ernst & Young’s Entrepreneurs of the Year and one of the 
Ten Outstanding Young Men (TOYM) of the Philippines. As president of MicroVentures, he is in 
charge of overseeing the overall strategy and operations of the company. He also establishes 
and maintains partnerships with key stakeholders. 

Manny de Luna is an expert in demand creation/activation, developed through years of 
experience with multinational companies. He has served as global manager for Winning at Point 
of Sale and country customer activation manager in Unilever Philippines, and has also had 
senior-level positions in Coca-Cola, Nestle and Colgate-Palmolive Philippines. Manny is the 
president of ActivAsia Inc, one of the leading activation agencies in the country. 

Jaime C. Lopa worked for two years as a project and financial analyst for Benguet Management 
Corporation's Agribusiness Unit then spent 20 years in Central Azucarera de Tarlac under Sugar 
Farming Operations, Cane Supply Operations, and the Financial Controls Department. He was 
also a member of Central Azucarera de Tarlac's Mancom & Execom for 15 years. 

Mark Joaquin Ruiz has seven years of experience in Unilever Philippines, with extensive 
expertise in Category Management, Channel Strategy, and Trade Marketing, skills which are now 
highly utilised in application to Hapinoy. He is also founding partner of another social business 
enterprise, Rags2Riches — a community-based enterprise that upcycles scrap cloth into high-end 
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designer accessories, and teaches Business Innovation Management in the Ateneo de Manila 
University. Mr. Ruiz was recognised by Ernst & Young as one of 2010 Entrepreneurs of the Year. 
In his role as managing director, Mark is responsible for the marketing and sales group and the 
evolution of the business so as to increase the overall value of the programme. 

Franco Sevilla is a multi-awarded art director from McCann Erickson Phils, Inc. Franco was a 
managing partner and the executive creative director of White Stone Creatives, Inc., a 
communications and design company. He is currently the chief dreammaker of ActivAsia’s 
Beyond group. 

Erika Tatad joined MicroVentures in 2009 as director of operations after returning from UC 
Berkeley’s International Business and Marketing programme and an internship with World of 
Good, a leading US-based social enterprise now with the eBay group. She has experience in both 
the public and private sectors. She served as regional director for Asia Pacific of World Youth 
Alliance, a UN-affiliated youth organisation headquartered in New York that focused on dignity 
and development from 2003 to 2007, and a senior strategy manager for k2 interactive, a Manila- 
based boutique strategy and communications firm from 2000 to 2003. Erika is one of Asia 
Society’s Asia 21 Philippines Class of 2010 Fellows. 

Willie J. Uy is the president of PHINMA Property Holdings Corp, the largest developer of in-city 
affordable medium-rise buildings. He is also national chairman of the Subdivision and Housing 
Developers, Inc. (SHDA) and chairman of the Philippine Retirement, Inc. He also sits in the Board 
of Trustees of Mariposa Foundation and PHINMA Foundation. Willie has 17 years of experience 
in Treasury and Finance at PHINMA, Inc. and 21 years in non-life insurance brokering. 

Perry Villa III has 23 years experience in Unilever Philippines in both marketing and customer 
development. He was general customer development manager for GMA/Luzon, and has 
represented the company in regional general trade development forums. Perry currently holds 
the position of VP for business development of ActivAsia, Inc. 

Management Team 

Paolo Benigno Aquino IV, president  

Mark Joaquin Ruiz, managing director  

Jaime Lopa, director of finance  

Erika Tatad, director of operations 
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ANNEX 2 

Ang 12 Gabay ng Hapinoy 

1. Ako ay isang mabuti at epektibong negosyante. 
I am a good and effective entrepreneur. 

2. Ako, ikaw at tayo ang bumubuo ng Hapinoy. 
You, me, we all comprise Hapinoy. 

3. Ako ay parating natututo at nagpapa-unlad ng sarili sa aking kaalaman at kakayahan. 
I am always learning and improving myself, therefore developing my knowledge and skills. 

4. Ako ay determinado at palaban. Hindi ako magiging biktima ng sitwasyon o ng mga 
pangyayari. Kaya kong gawan ng paraan at lampas an kung anu mang hamon sa aking 
negosyo. 
I am determined and resilient. I will not be a victim of the situation. I can and will overcome all 
the difficulties my business might encounter. 

5. Ako ay nagbibigay importansya at maingat sa aking mga relasyon sa negosyo lalo na 
sa aking mamimili at suki. 
I take care of all my business relationships, especially those with my regular customers. 

6. Ako ay disiplinado at may isang salita. Kapag sinabi ko, gagawin ko, lalu na ang 
pagiging  sa oras. 
I am disciplined and abide by my word. When I say it, I do it, especially when it comes to 
punctuality. 

7. Pinahahalagahan ko ang aking sarili at ang aking tindahan. Ang malinis na sarili at 
tindahan ang siyang sumasalamin sa aking pagkatao. 
I take care of myself and my store. A clean self and store show who I am as a person. 

8. Ako ay masagana at patuloy kong nililiha ang aking masaganang buhay. Punong-puno 
ng oportunidad ang mundo, kailangan ko lang maniwala at tumanggap. 
I live in abundance and continue to create my abundant life. The world is full of opportunities, I 
just need to believe in and receive them.  

9. Ako ay nagtitiwala sa samahan ng Hapinoy. Mayroong handang tumulong sa akin, 
hindi ako mag-aatubiling humingi ng tulong at handa rin akong tumulong sa mga 
kasama ko sa komunidad. 
I fully trust the Hapinoy community. There are people who are ready to help me out. I won’t think 
twice about asking for help; I will be willing to help out in my community as well. 

10. Ako ay ilaw ng tahanan. Papatatagin ko ang samahan ng aking pamilya sa 
pamamagitan ng tindahang Hapinoy. Dahil sa Hapinoy, mabibigyan ng pagkakataong 
magnegosyo ang aking asawa at makapag-aral azng aking mga anak.  
I am the light of the home. I will strengthen the ties within my family through the Hapinoy store. 
Because of Hapinoy, my husband will be able to participate in the business and my children will 
be able to go to school. 

11. Ako ay isang pinuno at ang aking Hapinoy Store ang ilaw ng kapit-bahayan. Hindi ko 
pinapatulan ang mga paninira at isusulong ko ang mga isyung makakabuti sa buong 
kapit-bahayan. 
I am a leader and my Hapinoy store is a beacon of light in the community. I won’t listen to rumors 
and unfair criticisms. I will push forth things that will benefit my community.  

12. Ako ay makabayan. Ang tindahang Hapinoy ay siyang kontribusyion ko sa pag-unlad 
ng bayang Pilipinas.    
I love my country. The Hapinoy store is my contribution towards the development of the 
Philippines. 
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ANNEX 3 

Hapinoy Store Branding 
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ANNEX 4 

Hapinoy Activity Chain 
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ANNEX 5 

Organisational Structure 

Micro Ventures, Inc. 

 

MVI Foundation 
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CHAPTER 7 

HEALTH PLUS: AN EXPERIENCE IN SOCIAL FRANCHISING 

“If the system is followed well down the line, HEALTH PlusTM definitely has a bright future, as it 
has a distinct niche in the market for pharmaceuticals,” declared Ms. Teofila “Fe” Remotigue. Fe 
Remotigue was chief executive officer of the National Pharmaceutical Foundation, Inc. (NPF), 
which ran the HEALTH Plus network. HEALTH Plus was facing financial sustainability issues 
compounded by escalating competition in the Philippine pharmaceuticals market. Still, Fe 
Remotigue believed that there was ample room for HEALTH Plus as a viable social enterprise 
seeking to make quality essential medicines affordable and available to Filipinos, particularly to 
the poor.  It sought to do this via a network of Botika ng Barangay(s) or village drugstores, and 
pharmacies1 carrying the HEALTH Plus brand, selling generic2 essential drugs and providing 
health education and counselling services to community residents. 

The Roots of HEALTH Plus: Re-Inventing the Botika Binhi Programme 
The Botika ng Barangay (BnB) referred to a drug outlet where primary, non-prescription generic 
drugs and selected prescription drugs as may be defined by the Department of Health were 
sold/made available (DOH, 2002). A BnB was managed by a legitimate community 
organisation/non-government organisation and/or the local government unit with a trained 
operator and supervising pharmacist. It was specifically established in accordance with 
Department of Health (DOH) guidelines. Basically, the BnB outlet should be “identified, evaluated 
and selected by the concerned Center for Health Development (CHD), approved by the PHARMA 
50 Management Unit of the DOH, and especially licensed by the Bureau of Food and Drugs 
(BFAD) to sell, distribute, offer for sale and/or make available low-priced generic home remedies, 
over-the-counter drugs, and two selected, publicly-known prescription antibiotic drugs (i.e. 

                                                         
1 The succeeding section defines the BnB or village drugstore. A pharmacy is allowed to sell all pharmaceutical 
products listed in the National Drug Formulary and has to have a full-time pharmacist.  
2 Unbranded 
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Amoxicillin and Cotrimoxazole)3” (DOH AO 144 s.2004).  Its objective was to promote equity in 
health by ensuring the availability and accessibility of affordable, safe, quality and essential 
drugs to all, especially to the marginalised, underserved, hard-to-reach areas of the country.   

By 2010, there were reportedly more than 14,000 BnBs in the country (Bilowan, 2010).  Around 
90 percent of these BnBs were based in the DOH-Centers of Health Development, with the 
balance of 10 percent in the Botika Binhi network of the Kabalikat ng Botika Binhi, Inc. (KBB) and 
the HEALTH Plus network of the National Pharmaceutical Foundation. As a whole, the BnB 
system had received varying degrees of support across administrations. The most recent 
prominent push was the Arroyo administration’s directive in the early 2000s promoting the 
widespread establishment of BnBs. Department of Health (DOH) Administrative Order (AO) No. 
144 s.2004 on “Guidelines for the Establishment and Operations of Botika ng Barangays (BnB) 
and Pharmaceutical Distribution Networks (PDN)” continued to govern the operation of BnBs in 
the country4.  President Benigno “Noynoy” Aquino III, elected in 2010, had also specifically 
mentioned strengthening of such “community pharmacies” as part of his administration’s thrust 
for universal health care.    

Village drugstores had long been a feature of community-based health programmes run by non-
government organisations. The network of accredited BnBs in the country was essentially 
patterned after the Botika Binhi network which grew in the 1970s and the 1980s. Botika Binhi was 
spearheaded by Dr. Emma Palazo, a public health doctor working in the 1970s to provide cheap 
medicines to the poor. The opportunity for mainstreaming the Botika Binhi concept came in 
1989, when the Department of Health (DOH) ran the German government-supported Health and 
Management Information System (HAMIS) Project contest. The contest sought to identify and 
support noteworthy practices for effective delivery of health services. Botika Binhi joined and 
won first place in the HAMIS contest, for which it was awarded up to P5 million (US$122,971) 
through three awarding cycles, supported by a Department Order, to promote the concept 
across the country. 

In 1995, a Financing Agreement was signed between the Philippine and German Government. 
The agreement stipulated a donation of drugs to Filipinos, especially to poor households. The 
drugs would be distributed with cost recovery mechanisms in order to sustain the services. The 
Department of Health (DOH) and the German Technical Cooperation (GTZ) developed the 
sustaining cost recovery mechanism within the framework of the technical cooperation project 
called Family Health Management by and for the Urban Poor Settlers (FAMUS). The system was 
patterned after Botika Binhi best practices5.   

                                                         
3 This listing is as stated in DOH Administrative Order 144 s.2004. The listing of drugs that can be made 
available for sale is determined by the Philippine National Drug Formulary which is regularly updated. 
4 These followed DOH Administrative Order (AO) No. 23-A, dated 5 July 1996, which initially defined the 
guidelines on the development and establishment of Botika ng Barangays in the country, and AO No. 70 s.2002 
on the “Licensing of Botika ng Barangays in Local Government Units”. 
5 The German Government and DOH put in P100 million (US$2.5 million) and P30 million respectively, with a 
revolving drug fund of P25 million, in FAMUS. Residuals on the revolving drug fund were worth P5 million 
when NPF took over. 
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The FAMUS Project ran from 1995 till October 2001. In the first three years, FAMUS established a 
central warehouse and pharmacies in three pilot cities (Cavite, Lucena Butuan). These three 
pharmacies were registered as regular commercial pharmacies and served as satellites for the 
distribution of drugs to a network of FAMUS outlets (called FAMUScy) at the barangay level. From 
1998–2000, NGO distributors outside the three pilot cities were tapped, spreading the 
distribution system to the entire country with NGO partners coming from Luzon, Visayas and 
Mindanao. Growth of outlets during this stage was “phenomenal from less than 50 to more than 
900 … posing a great problem because the system was loose and the tools of the FAMUS project 
were not sufficient to efficiently and effectively manage the system”. (NPF, 2010).     

Issues arising from this situation, as well as concerns for post-FAMUS sustainability of the 
programme, led to rethinking by the DOH and GTZ on such aspects as: 

 

 institutional arrangement of a new distribution system — who owns, what is the legal 
identity, what are the organisational characteristics;  

 what is the business model — operations, product, vital functions, earning, 
investments; and  

 how to provide legal mandates to the network of retail outlets that could not satisfy 
the licensing standards of the pharmacy law that strictly required a full time 
pharmacist in every outlet.   

 

Working with a group of non-government organisations (including the Kabalikat ng Botika Binhi, 
or KBB, which by then ran the Botika Binhi network) and consultants, the DOH, with GTZ 
assistance, conceptualised the HEALTH Plus Social Franchising system as the post-FAMUS 
sustainability mechanism. HEALTH Plus was formally launched by the DOH via AO 138 s.2000. On 
September 22, 2000, the National Pharmaceutical Foundation, Inc., which was organised to run 
HEALTH Plus, held its founding meeting. By September 1, 2001, the NPF started business by 
hiring the first management team.  The KBB President had sat as chair of NPF since its inception. 
(Annex A presents a more detailed timeline of the FAMUS to NPF/ HEALTH Plus history.) 

According to Fe Remotigue, three main options were actually considered when discussions for a 
sustainability mechanism/ structure for FAMUS were ongoing. These were: 1) setting up a 
corporation, 2) organising a federation of cooperatives, and 3) social franchising. The first option, 
however, would require a huge investment. A cooperative federation would be a more difficult 
system in terms of management and ensuring consistency. After thorough consideration, it was 
decided that a social franchising system would be the best option. This would ensure quality and 
price standards across the system while not requiring huge investments from NPF and sharing 
the risks with applicants of the social franchise. 

The Health Plus Social Enterprise Strategy and Business Model 
Social franchising, the option chosen to sustain and expand the FAMUS project via HEALTH Plus, 
had emerged in the development field as one of the modes for replicating successful projects 
and thus expanding and improving social impact.   
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Social franchising was “an attempt to use franchising methods to achieve social rather than 
financial goals”. (Montagu 2002). There were various types and modes of franchising. Perhaps 
the most well-known was what was called “business format franchising”, which was the mode 
essentially being utilised by HEALTH Plus. In this mode, the franchisor offered a turnkey business 
concept for starting and running the business. Basically, the franchisor allowed use of the 
“brand” and assisted the franchisee in setting up the system. In return, the franchisee abided by 
the rules of the system and could pay a fee (sometimes not required under social franchises). 
(Annex B – Note on Social Franchising, provides a backgrounder on social franchising.) 

Objectives for Key Stakeholders 

The HEALTH Plus social franchising system hoped to deliver benefits to a wide array of 
stakeholder groups. This array spanned Philippine households, barangay health workers, 
pharmacists, local government units, NGOs, cooperatives, the Department of Health, and 
manufacturers of generic medicines in the Philippines. The key stakeholder groups and the 
targeted benefits to these groups are listed below: 

 

 For consumers/ communities: Access to affordable, high-quality medicines. Medicines 
in HEALTH Plus outlets were of guaranteed quality as these were procured from certified 
Good Manufacturing Practices (cGMP) – compliant manufacturers. Also, the procurement 
process required submission of all quality standard requirements and criteria.  Random 
post delivery tests were done, mostly assay tests. 

 

 For Barangay Health Workers and others designated as HEALTH Plus operators: 
Additional income. The standard sharing scheme for a Health Plus Outlet’s (HPO’s) net 
income was 70 percent for the operator and 30 percent for the organisation owning the 
outlet, i.e. a cooperative, association or NGO. NPF targeted a take-home pay of at least 
P5,000 per month for the operator.6  

 

 For local government units (LGUs): Improvement of services in health facilities where 
there was HEALTH Plus, since drugs were available to patients who sought health care 
services in these facilities. 

 

 For non-government organisations (NGOs): A social enterprise that would be 
sustainable and would keep the people’s organisations together for a social project.  

 

 For cooperatives: A health project that improved the benefit package to members and 
extended services to the community.   

 

                                                         
6 The figure was reportedly being reached by less than 10 percent of the operators at the time of the research. 
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products in a particular service area such as a province or city. It did not sell products to 
individual patients. Rather, it sold only to HEALTH Plus retail outlets and other clients as a 
distributor. (Please see Annex D for the list of PPFs as of January 2011.)    

In addition to the franchisees at the provincial level, NPF had also recently ventured into setting 
up directly-owned branches in Tacloban and Bacolod. It also had booking agents.  For 
monitoring purposes, NPF counted all of these as “PPFs”. As of January 2011, the number of 
“PPFs” stood at 15.   

Until 2010, a PPF paid NPF a franchise fee of P50,000 (US$1230) good for a three-year period. As 
franchisee, it had the right to carry the HEALTH Plus brand and act as HEALTH Plus distributor in 
the franchise territory. It also had access to training and technical assistance from NPF on 
systems installation. In 2011, NPF was set to increase the franchise fee to P150,000. This move 
was part of a major effort to revamp and strengthen its social franchise system down the line, 
while shoring up its financial viability. According to Fe Remotigue, current agreements with PPFs 
(as well as other entities in the franchise system) would just be allowed to run their course, but 
renewals/ new agreements would already follow the new fee structure and service packages. 

Health Plus Outlet (HPO)7: This model, ideally built in a barangay health station, was designed to 
address the problem of access to basic pharmaceuticals in rural areas. This kind of retail outlet 
had product lines limited to six molecules of six prescription medicines that included two 
antibiotics and over-the-counter medicines. These were listed as Essential Medicines in the 
Philippine National Drug Formulary (PNDF). The outlets also carried four prescription drugs 
considered as maintenance drugs for chronic diseases. (Please see Annex E for the list of drugs 
that were carried at the HPO level as of January 2011.) The HPO was operated by a trained 
Barangay Health Worker and supervised by a pharmacist who periodically visited the HPO.     

Up until 2010, an HPO got its franchise from the PPF, at a franchise fee of P3,000 for a three-year 
period. Starting 2011, as part of the revamp of the franchise system, NPF had decided to start 
contracting HPOs directly. The social franchising fee had risen to P50,000 for three years. With 
the awarding of the franchise, NPF would also bundle in services including promotional support, 
assistance in registration and licensing with relevant government agencies, and training. Along 
with this package, NPF would also supply (at additional cost) initial stocks worth P25,000 to 
P50,000 depending on the business plan. It was estimated that the HPO could sell the medicines 
at an average markup of 30 percent. Annex F lists down the elements of the package as shown in 
NPF’s promotional flier. 

Health PlusTM Pharmacy (HPP): The HPP was like a commercial pharmacy in the urban area that 
was operated under the supervision of a full-time pharmacist. Unlike the HPO, it could carry all 
product lines, including a complete line of generic products, allowed to a commercial pharmacy. 
Its main objective was to provide an alternative source of medicines for the poor people who in 
spite of the presence of a number of pharmacies still could not gain access to essential drugs 
due to high cost. Up till 2010, an HPP paid the PPF a franchise fee of P10,000, also good for three 
years. Starting 2011, NPF would start franchising HPPs directly at a fee of P150,000 for three 

                                                         
7 Descriptions of the outlets and distribution strategies from the HPO to “Support to LGUs Program to Improve 
Access to Medical Services” are drawn mainly from the NPF Fact Sheet, 2010. Developments for 2011 were 
based on the interview with Ms. Fe Remotigue on June 10, 2011. 
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years. The fee included P100,000 for the computerised point-of-sale (POS) system and P50,000 
for marketing.     

Health PlusTM Shop-in-a-Shop (HP SIS): The HP SIS was developed to address the insufficient supply 
of medicines in government hospitals. This kind of model was a corner within government 
hospital pharmacies or within commercial pharmacies. Like the others, it was owned by 
cooperatives, non-government organisations, and other similar not-for-profit organisations. The 
HP SIS carried not only medicines but also hospital supplies whenever needed. As of 2010, the 
HP SIS also paid the PPF a franchise fee of P10,000 for every three-year period. By 2011, NPF 
increased the social franchising fee to P150,000 complete with a POS system and marketing 
materials bundle. 

HEALTH Plus also utilised the following distribution strategies: 

Botika sa Health Facility (BsHf): The Botika sa Health Facility was a strategy to harmonise the 
HEALTH Plus Outlet at the poblacion with an additional business of booking the medicines 
needed to resupply the BnBs in the different barangay health stations within a catchment area. 
This would ensure that the population in a municipality would have access through a HEALTH 
Plus outlet and a network of BnBs.   

Support to Botika ng Barangays (BnBs). HEALTH Plus had a package of support for existing Botika 
ng Barangays. These included the following: 1) resupply of good quality and affordable inventory, 
2) training on sustainability operations (cash flow management, inventory management and 
control), and 3) programmed monitoring, coaching and evaluation. 

Support to LGU Programs to Improve Access to Essential Medicines. HEALTH Plus could support 
LGUs in their access to essential medicines programme in the following ways: 1) supply of good 
quality and affordable essential medicines, 2) dispensing drugs for Philhealth members, 3) 
technical assistance to LGU programmes for inventory management, cash flow management, 
and control systems for distribution of essential medicines. 

Products of franchisees included a core product of essential generic pharmaceuticals, galenicals 
(medicinal preparations composed mainly of herbal or vegetable matter), medical supplies and 
family planning commodities. Subject to limits provided for in the contractual agreements, social 
franchisees were permitted to carry additional products that did not contradict the health 
programs promoted by the Department of Health. For example, the HEALTH Plus social 
franchisees could not carry infant milk formula as this ran counter to the DOH programme to 
promote breast feeding by mothers.   

All Health Plus retail models were envisioned to be venues for educating consumers on the real 
significance of generics. In addition, HEALTH Plus also aimed to offer value-added health services 
to its customers. These included counselling on basic family planning and reproductive health, 
maternal and child care, sexually transmitted diseases (STDs) and Acquired Immune Deficiency 
Syndrome (AIDS), herbal medicines preparation, and management of common ailments and first 
aid for home emergencies. 

Operations of PPFs and HPOs were supposed to be governed by a comprehensive manuals of 
operations developed at the inception of HEALTH Plus. These Manuals of Operations (please see 
Annexes G-1 and G-2 for respective Tables of Contents) covered a broad range of topics. These 
included site/store specifications, standards for products and services, and operating 
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Source of Basic Data: NPF Fact Sheet (2010). 

 

There were 10 Health Plus Pharmacies in 2009. Health Plus Shops in a Shop did not increase 
markedly, remaining at five in 2009. 

 

 

                      
Source of Basic Data: NPF Fact Sheet (2010). 

 

Fe Remotigue noted that not all PPFs and outlets down the line followed the mandated systems 
and procedures. This was apparent with the outlets in Antique, which was visited by the case 
writer for the research. Although the operations of PPFs and HPOs were supposed to be covered 
by a comprehensive manuals of operations, there were significant deviations observed, e.g. in 
terms of the layout of the outlets. Of greater concern was the flow of supplies (i.e. numerous 
stock-outs at HPO and PPF level) which were influenced by problems on accounts receivable 
management. Fe noted that the Antique operation, with the Antique Federation of NGOs (AFON) 
as PPF, was already one of those considered by NPF as relatively compliant with the systems and 
procedures mandated under the franchise. 

Figure 3:  No. of HPOs 

Figure 4:  No. of HPPs and HPP SiS 



HEALTH PLUS: AN EXPERIENCE IN SOCIAL FRANCHISING 

 

166 

 

Fe shared a frank assessment of the current franchise network. She surmised that there had 
been a gap in terms of a “meeting of the minds on the business model” among the NPF, the PPFs 
and the outlets. On one hand, there were those who “did not seem to take to heart” the quality 
objective and the National Drug Policy, seeming to have “no social orientation, just ordinary 
peddlers”. On the other hand, for some, there was a struggle to treat the enterprise as a retail 
operation as opposed to a form of microfinance, leading to excessive extension of credit. Similar 
to this, many of the owning organisations in Antique emphasised that their objective was social, 
not economic, which seemed to be congruent with very low incomes generated from the outlets. 
In general, Fe assessed that there were significant limitations in the franchise-holders capacities 
to manage a double-bottomline enterprise — particularly in terms of cash flow and inventory 
management, and in making the HEALTH Plus brand stand out in a competitive environment.   

The development and performance of the HPOs, especially in terms of income accruing to the 
operator, was of particular concern. These issues had led to the NPF’s consideration of changes 
in its social enterprise model. Aside from establishing branches, NPF also decided that it was 
time for it to give direct attention to the outlets, although the PPFs could continue to serve as 
distributors. NPF was also mulling the possibility of co-owning “prototype outlets” in demo sites. 
On the whole though, NPF recognised that the main challenge lay in maintaining a franchise 
system that would be financially sustainable. 

The Health Plus Performance as a Whole 
In 2005, NPF was able to secure a €3 million (US$3.9 million) grant from the German 
Development Bank (KfW). This amount, which was to be released to NPF over a five-year period, 
was intended to fund the purchases of pharmaceutical goods and services to tide NPF over the 
expansion period. 

In the CEO Report NPF@10, the CEO noted that 2010 was the “first year that NPF operated 
without technical assistance from GTZ and is fully financing its operations”.  Working capital was 
derived from the residual funds of the KfW releases and interests earned. Operating expenses 
were financed from the profit margins earned from its operations. These were mainly 
distribution profits, as social franchising fees contributed only 282,000 (US$6935) and thus 
constituted a minor source of income.   

NPF’s sales rose quickly from P4 million (US$98,376) in 2003 to P11 million in 2005 and P21 
million in 2006. From 2006 onward, sales fluctuated within the P20 to P22 million range. Based 
on October 2010 figures, the 2010 total was likely to be in the same range or could reach P23 
million.  Sales to PPFs accounted for the bulk of sales at around 75 percent. Direct sales to HPOs 
and BnBs together accounted for a significant percentage. NPF noted that sales to BnBs had 
increased, while sales to HPOs were decreasing. 

Profitability, however, had been a problem. A net loss of more than P2 million was posted in 
2008. Following a slim net income of around P116,000 in 2009, final figures for 2010 would 
probably show another net loss though at a much lower level (compared to 2008) of around 
P200,000.   

Despite this, assets (based on unaudited figures for 2010) stood at around P34 million vs. 
liabilities of P21 million. This left a net worth of around P12.97 million, slightly higher than for the 
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past two years10. Grant funds sourced over the years contributed to shoring up NPF’s financial 
position as it sought stability in its enterprise operations. 

Data provided by NPF showed efforts to analyse and address problems in the market and the 
supply chain:  

 

 Issues at HPO level: Despite the growing demand for essential medicines, HPO sales 
declined. Random assessments showed that many HPOs were crippled by problems 
in cash flow management and inventory management systems. 

 Price Comparison: Studies were random and not systematically analysed, but all 
indications were that HEALTH Plus maintained a competitive position versus leading 
chain drug stores. 

 Cost of Goods: Procurement price of the top five products were reduced by an 
average of 11.54 percent in 2009 and were further reduced to 21.94 percent in 2010. 
Freight costs versus value of stocks shipped were reduced dramatically from 15 
percent in 2008, to 8 percent in 2009, to 4.5 percent in 2010.   

 Servicing of Orders: Data for 2010 showed unserved orders from clients of around 11 
percent of what was ordered. Lead time ranged from 7 to 20 days before the goods 
were received from the time the orders were sent to the NPF.   

 

Looking forward to the rest of 2011 and beyond, NPF sought to stabilise operations and gain 
market share. Along with sustained measures to improve operations, strategies under 
consideration by NPF included the revamp of the franchise system as described in the earlier 
sections. This revamp would involve an increase in franchise fees across the board, which would 
enable NPF to strengthen marketing, systems installation and training support for the PPFs and 
outlets, while also strengthening the stake of the franchisees in the success of the enterprise. 
Current agreements would be allowed to run their course while NPF was also in the process of 
reviewing the partnerships with the individual PPFs. In June 2011, the NPF was discussing 
possible PPF agreements with organisations in Bacolod (Negros Occidental) and the Cordilleras. 
Fe was particularly excited about the latter as it would enable HEALTH Plus to expand services to 
indigenous communities. The NPF was also reviewing applications for HPOs, and was planning to 
directly set up “prototype/ demo” HPOs which would be organised and ran along the standards 
that it sought to establish among HPOs. A major objective was ensuring a take-home pay for the 
operator which would not be lower than the minimum wage in the area.   

Other plans included: 

 

 Establishment and consolidation of sales offices in selected major areas; the sales 
offices would also take care of HPO strengthening. 

 Launching of the Botika sa Health Facilities (BsHF), intended to provide a systematic 
distribution system at the municipal level in partnership with the LGU.   

                                                         
10 All figures are based on unaudited figures for 2010. 
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 Intensive marketing support to the existing HEALTH Plus network. This would include 
provision of marketing collaterals and logistics support to partners who reached a 
certain volume of turnover. 

 Launching of a nationwide programme to resupply the Botika sa Barangays. 

 Partnership-building with development partners who were willing to help in capacity-
building for partners on social entrepreneurship and management. 

 Spinning off the supply and distribution business into a public-private sector entity. 
This would involve inviting investors to invest into the supply chain and distribution 
system. 

 Simplification of the governance structure of NPF by engaging members who were 
interested in and willing to invest in HEALTH Plus. 

 

Fe recognised that in a market with many players, HEALTH Plus — specifically the HPOs, could 
not compete in terms of completeness of the pharmaceutical line. Hence, they were looking at 
enhancing and highlighting the “services” part of the package, especially in terms of person-to-
person (i.e. operator-to-patient) consultations. It was hoped that enhancement of the HEALTH 
Plus “brand” in line with its double bottom line, along with improvements in the supply system 
and financial management down the line, would enable the HEALTH Plus social franchise 
network to survive and grow. Fe recognised that there was a substantial jump in franchise fees, 
but she felt that serious social investors would find the investment worthwhile. With these, the 
NPF was confident that HEALTH Plus would be able to claim a significant segment of the 
Philippine essential medicines market. In turn, this would help it achieve the aim of making 
quality essential drugs more available and affordable to poor communities. 

Health Plus in the Communities: The Antique Experience 
The challenges, and at the same time opportunities, facing HEALTH Plus were apparent in the 
situation in Antique, one of its areas of operation. The writer was able to visit some of the areas 
served by the HEALTH Plus network in the province. The network was managed by the Antique 
Federation of NGOs (AFON), the provincial pharmaceutical foundation.  

Antique was a second class province with 18 municipalities. Lying between the relatively more 
progressive provinces of Iloilo and Aklan, it had an estimated population of around 590,000 (for 
2010, per NSO) and a 43 percent poverty incidence11 (as of 2006, per NSCB). 

                                                         
11 The National Statistical Coordination Board (NSCB) of the Philippines provides the following definitions: 
Poverty incidence is the proportion of families/individuals with per capita income/expenditure less than the per 
capita poverty threshold, to the total number of families/individuals. The poverty threshold refers to the 
minimum income/expenditure required for a (five-member) family/individual to meet the basic food and non-
food requirements. Non-food basic needs include the following: clothing and footwear; fuel, light and water; 
housing maintenance and other minor repairs; rental or occupied dwelling units; medical care; education; 
transportation and communications; non-durable furnishing; household operations; and personal care and 
effects. In 2007, Filipino families consisting of five members should have been earning a combined monthly 
income of P6,195 in order to meet their most basic food and non-food needs for the year. 
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Development organisations, i.e. NGOs and cooperatives in particular, appeared to be quite active 
in the province. The Antique Federation of NGOs (AFON), the HEALTH Plus PPF for the province, 
had been in existence for nearly 22 years. AFON was organised in 1988 by five NGOs, who 
thought of the federation as a venue for resolving the issue of overlapping of areas and 
coordinating programmes. This was particularly timely with the conceptualisation that year of 
the Antique Integrated Area Development (ANIAD) programme. AFON was registered in 1989, 
and secretariat staff were hired in 1991. AFON was later joined by four other organisations, 
bringing the total to its current membership of nine organisations.   

AFON’s programmes were on capacity-building, advocacy and networking — taking care to serve 
the purpose of coordination and support to its member organisations. The member 
organisations were individually engaged in marketing, organising, business development and 
microfinance (please see Annex G for the listing of members). Aside from HEALTH Plus, the 
federation also implemented a programme on local economic development funded by TRIAS, a 
Belgium-based NGO. 

Start of HEALTH Plus in the Province 

HEALTH Plus emerged as an option while AFON was grappling with the issue of sustainability in 
the early 2000s. AFON was then on the lookout for a social enterprise that would sustain its 
operations and serve communities, while at the same time would not compete with members’ 
programmes.   

Romeo “Romy” Baldevia, AFON executive director, shared that the idea of joining HEALTH Plus 
came quite serendipitously when he attended a forum in Bacolod. Also in attendance was Rod 
Bornales, a PBSP staff at the time, who also happened to be on the board of the Negros 
Occidental Pharmaceutical Foundation, which was a PPF of HEALTH Plus. Rod told Romy about 
HEALTH Plus, gave him a brochure, and connected him with Helen Hipolito, then CEO of HEALTH 
Plus. Both executives took the proposed partnership up with their respective boards, and the 
evaluation process and other pre-implementation activities were undertaken.   

Through the Western Visayas Network of Social Development NGOs (WEVNET), of which AFON 
was a member, AFON was able to obtain a grant of around P400,000 (US$9,837) from the Peace 
and Equity Foundation. The DOH and NPF also later contributed to the start-up funds. With these 
funds, AFON was able to launch HEALTH Plus in the province in 2004.   

AFON did not have a problem in recruiting owning organisations (i.e. organisations that would 
own HEALTH Plus outlets as franchisees) because of its members’ respective networks. The 
AFON HEALTH Plus network started in a big way with 35 HPOs opened in 2004, followed by three 
in 2005. However, this enthusiastic start was followed by fluctuations in the number of outlets. 
After some peaks and lows, the number of HPOs in 2010 was the same as the 2005 level, with 
one HPP being added in the interim. 

Romy Baldevia noted that most of the owning organisations were cooperatives which were “very 
entrepreneurial”. Cooperatives owned 28 or 74 percent of the 38 active HPOs. Three of the four 
HPO owning organisations covered in the case research, as well as the owning organisation of 
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the sole HPP, were “multi-million” cooperatives, engaged in a wide range of enterprises and 
services — mainly lending — for their members12. 

According to Romy, there was also one failed venture into an HP SIS. As of January 2011, the 
HEALTH Plus network in the province stood at 38 HPOs and one HPP. AFON had also started 
serving LGUs as wholesale clients. 

The following sections describe the status of the HPOs and the sole HPP in the Antique network. 

The HPOs 

The year 2004 saw three waves of HPO start-ups. St. Joseph the Worker HPO and St. Peter HPO 
— both still active as of January 2011, were the pioneer HPOs established in May. This was 
followed by a big batch of openings in July and again in December. Three other outlets were 
opened in 2005, followed by a lull in 2006. The year 2007 saw another big wave of openings, but 
also the first closures. The following years were unsteady, seeing additional closures. In 2010, 
another outlet was opened, but three were closed. As of January 2011, AFON had 38 active HPOs, 
scattered across the 18 municipalities. The progress through the years could be seen in the 
following chart.   

                                                         
12 The Cooperative Development Authority listed 18,484 cooperatives registered under Art. 144 of RA 9520 

(requiring cooperatives to secure a new certificate of registration) as of December 31, 2010. Micro cooperatives, 
with assets of P3 million (US$73,782) and below, accounted for 76.5 percent of the total. Small cooperatives, 
with assets in the P3–15 million range, accounted for 15.6 percent of the total. Three cooperatives covered in 
this case research had assets in the P15–100 million category (considered “medium”), which accounted for 6.5 
percent of the total; one cooperative had assets of P110 million, putting it in the “large” category, which 
accounted for 1.4 percent of the total. 
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AFON HEALTH Plus staff attributed the closures to a range of reasons. On the one hand, there 
had been problems in particular to the HPO, e.g. the owning organisation encountered problems 
or chose to concentrate on other enterprises and programmes. For example, Infant Jesus of 
Prague closed all three of its outlets from 2009 to early 2010. In some other cases, the operator 
left or had to be let go of the outlet, and the owning organisation could not find a replacement 
for the operator. 

On the other hand though, some HPOs seemed to have succumbed to viability problems that 
were also still plaguing active HPOs. Data from AFON and feedback from the interviewed 
operators and managers of owning organisations indicated that HPO sales and profitability were 
quite low. HPOs followed a standard income distribution scheme of 70 percent to the operator, 
and 30 percent to the owning organisation, and the data below show that the financial 
performance thus far had not been stellar. 

Table 3: AFON – Comparative Sales Data of Outlets, 2008, 2009 and 2010 

 

 2008  

Jan – Dec 

2009  

Jan – Dec 

2010  

Jan – June 
2010 Jan – Dec 

(est)/Note 1 

No. of HPOs (est)/ 
Note 2 43 38.5  37.25 

HPO Sales to 
Customers (P) 

  
3,688,704.49      2,304,788.35      1,056,082.93      2,112,165.86  

Operators 
Incentives (P) 

  
496,287.50         387,794.39         178,960.82         357,921.64  

Average Operators’ 
Incentive (P)/Note 3 

  
11,541.57           10,072.58              9,608.63  

Owning Org. 
Incentives (P) 

  
212,694.64         166,197.60           76,697.50         153,395.00  

Average Owning 
Org. Incentive 
(P)/Note 3 

  
4,946.39             4,316.82              4,117.99  

Aggregate Income 
of HPOs (P) 

  
708,982.14         553,991.99         255,658.32         511,316.64  

 

Notes to Table: 

1. Available financial data from AFON were only up to June 2010. Figures for the entire year of 2010 were projected on a straight “times 2” 
basis. Although there were indications of peak and low seasons during the year, not enough data was gathered to determine 
extrapolation factors that would be more accurate. 

2. The number of HPOs in this table considers new openings and closures during the year; the active life of each HPO was rounded off to 
the nearest half-month. 

3. Average incentives for the operator and the owning organisation were computed by dividing the figures for total incentives provided by 
AFON by the effective number of active HPOs for the year.   

Source of Basic Data: AFON. (2010). 
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From this table, it was not only obvious that sales and profits were low; they were also going 
down. These were due to a variety of reasons, many related to the market environment, which 
could be gleaned from the stories shared by the operators and owners. Romy Baldevia also 
observed that the owning organisations treated the HPOs more as service vehicles, rather than 
as social enterprises. This was also quite obvious from the interviews with the owning 
organisations. 

The case writer was able to visit 6 HPOs owned by five organisations (the San Jose MPC had two 
HPOs). The following sections summarise the experience and status of the HPOs. 

Dao MPC 

Dao MPC in the town of Tobias Fornier carried the old name of the town. Organised in 1964 and 
registered as a credit union in 196513, the organisation grew and was registered with the CDA in 
1992 as a multi-purpose cooperative. Coop Manager Salvador Diana narrated that the 
cooperative started with 25 members contributing P125 per share in 1965. Dao MPC had now 
grown to a membership of more than 3,000, with P33.8 million (US$83,128) of share capital, and 
total assets of around P72.3 million. The HEALTH Plus outlet was in a corner of the MPC’s 
bustling grocery — reportedly the largest in the town — which was situated right beside the 
town’s municipio.   

The Coop had two main programmes — lending and marketing. Lending operations provided 
the larger chunk of income with net surplus for 2010 reaching P3.3 million from a gross income 
of P8.9 million. Marketing provided a net income of P1.4 million in 2010, from total sales of P20.6 
million. 

In comparison, any income generated from HEALTH Plus was lumped under “Other Income”, 
which totalled only P265,437 in 2010. The coop was invited by AFON to join HEALTH Plus in 2004. 
With seed capital in the form of initial stocks from AFON, support from the DOH through NPF 
amounting to P25,000 (which was still being revolved at the time of the research) and the coop’s 
counterpart solely being the cabinet for stocks, the cooperative found the social enterprise to be 
an attractive proposition for adding services to members and other customers.    

The current operator, Mierly Osumo, had been the operator since 2004. Mierly shared that her 
take-home income averaged P2,700 per month in 2009, when sales averaged P22,000 per 
month. However, sales dipped to around P18,000 per month in 2010.  One major reason for the 
decline seemed to have been the stocks-out experienced in certain periods in 2010, including the 
latter part of the year extending into 2011. These stocks-out were due partly to AFON’s inability 
to serve orders at certain times, and partly due to AFON’s having imposed a strict “cash policy” 
under which orders would not be served if cash was not paid on delivery. The cash policy had 
been imposed because AFON had been having problems with growing payables from the 
outlets.   

Apart from these though, the HPO had to compete in an increasingly competitive environment. 
Salvador and Mierly shared that when they started, there were only a couple of drugstores in the 

                                                         
13 All of the interviewed cooperatives follow this historical profile. Apparently, Jesuits, with the help of Ateneo 
students, did extensive organising work in Antique in the 1964–65 period in line with their community outreach 
programme. 
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area. Now, there were five within an estimated 2 kilometre radius in the poblacion alone. The 
HPO benefited from its prime location and from being inside the coop’s grocery — making it a 
one-stop shop for customers. However, there was a small physician-owned drugstore around a 
kilometre to the south, and two drugstores inside the municipal hospital located around a 
kilometre to the north. Another drugstore owned by the Municipal Health Officer (MHO) sat right 
outside the hospital.   The limited hours of operation of the HPO (Monday to Saturday, 8 a.m. to 
5 p.m.), and its limited product lines (apart from stocks-out) also affected competitiveness. One 
factor working in its favour was the lower prices of the products, although even this was 
challenged by the MHO, who said that his pharmacy offered lower prices for certain products. 

Although a pharmacy could potentially be more competitive and generate more income, 
Salvador said that the board was not keen on putting up a pharmacy. They preferred to 
concentrate on the cooperative’s other enterprises and services, while keeping the HPO as is, 
mainly as a social service to members.   

St. Joseph (San Jose MPC) 

The HPO as social service was particularly pronounced for the San Jose Cooperative, which 
owned two HPOs. The HPO located inside the Rural Health Unit (in San Jose de Buenavista, the 
capital town) was one of the pioneer HPOs established in 2004. A second outlet was put up in 
2009 in front of the cooperative’s office, also in San Jose. 

The San Jose MPC also started out as a credit union in 1964. As of 2010, it had a membership of 
4,288, total assets of P80 million (US$1.97 million), and 2010 revenues of P14.9 million, with a 
resulting net surplus of P4.1 million. Credit was still the main service provided by the 
cooperative.   

The coop’s share of the 2010 income from HEALTH Plus was only P15,296, indicating a total 
income of P53,000. From this, the estimated share of each of the two operators was around 
P18,580 for the year, or P1,548 per month.   

Based on the financial data shared by the operator, the San Jose Rural Health Unit (RHU) outlet 
experienced a steep drop in sales in the second quarter of 2009. Another drop came in the latter 
part of 2009, with sales progressively declining since then. The operator opined that the 
declining sales were caused by several factors: increasing number of drugstores in the area 
including a generics pharmacy, the coop’s having opened another HPO which took away some of 
the sales to members, limited operating days, and limited stocks. The coop manager added that 
apparently, some RHU staff were also selling medicines (on the side and unofficially), adding to 
the competition.   

The San Jose MHO also voiced her concerns on the stocks-out and product lines (“AFON and the 
HPO should complete the drugs under the new PNDF”). Aside from this, she opined that while 
the presence of the HPO in the RHU improved access for patients, the “contract between the 
LGU and the coop (was) one-sided” and that the HPO was “taking up space” in the already 
cramped premises. 

The satellite outlet in the coop premises was not performing all that well either. To move the 
stock and also help members, medicines worth around P4,000 per month were actually provided 
as door prizes in ownership meetings.   
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Despite this situation, Manager Rodelyn Vera Cruz-Berto said that HEALTH Plus was firmly 
lodged under the coop’s “social services” projects, although the coop was also looking at ways to 
improve the outlets’ sales. 

Patnongon MPC 

The Patnongon MPC HPO was located outside the cooperative’s office, and right behind the Rural 
Health Unit (RHU), incidentally a wholesale customer of AFON. According to the midwives, the 
RHU was visited by around 50 percent of the population of the town of Patnongon, a fourth class 
municipality with a poverty incidence of around 50 percent.   

The Patnongon MPC was another “millionaire coop”. Manager Mary Salvi Villanueva related that 
the cooperative, with 4,653 members, had P110 million (US$2.7 million) in assets. These had 
been built up mainly from its lending operations; the cooperative had 11 loan windows available 
for members. Aside from lending, the cooperative was also into cable operations, money 
transfer (Western Union), and was part of a provincial federation established for a funeral care 
enterprise under NATTCO’s FONUS brand.   

Mary Salvi was quite explicit about HEALTH Plus place in the cooperative’s line of enterprises. It 
was for “service, not income”. The Patnongon MPC joined HEALTH Plus in order to respond to the 
needs of members, “sana may botika (wish we had a drugstore), affordable”.   

Despite its proximity to the RHU, the HPO generated very little income. From July to December 
2010, the cooperative only got an income of P1,000. For the third quarter of 2010, for instance, 
the HPO generated gross sales of only P8,054, translating to a take-home pay of only P978 for 
the operator, and income of only P419 for the cooperative, for the entire quarter.   

The manager and the operator hoped though that the HPO could be allowed to carry more 
products including branded medicines (Alaxan, Enervon were among those frequently asked 
for). They recognized though that as a form of BnB, the HPO was limited by the Philippine drug 
formulary. Echoing the other HPOs, they also hoped that AFON would always have adequate 
stock.  

One positive point that was drawn from conversations with some members/customers was the 
increasing acceptance of generic drugs for common ailments, although they also echoed the 
wish for more products and adequate stock. One member said, “Sana madagdagan ang ibang 
klase ng gamot, (like) antibiotics and cough syrup (Hopefully, other types of medicines can be 
added, like antibiotics and cough syrup.)”. Still, they were happy with the prices at the HPO. As 
one member pointed out, amoxicillin trihydrate suspension at the HPO was P40 compared to 
P70 in the drugstore. All things considered, “Maraming nagpapasalamat na may Health Plus (Many 
people are thankful that Health Plus exists.)”.  

Asosasyon ng Magagmay nga Mangunguma sa Aureliana (Association of Small Farmers in 
Aureliana) 

This farmers’ organisation based in Bgy. Aureliana in Patnongon was a stark contrast to the 
cooperatives owning HPOs. Formed in the mid-1990s, the association had tried pre-harvest and 
post-harvest projects which did not succeed. HEALTH Plus was now the only live project of the 
nearly inactive association.   
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The HPO based in the house of the operator served residents of the barangay (with 415 
households) as well as nearby barangays. The home-based location made it convenient to 
maintain for Nanay Ana Namo, the operator. Because of this, she was also able to provide 
services from Monday to Sunday, unlike most of the HPOs. 

Nanay Ana said that the HPO had around 50 customers in one week. In the third quarter of 2010, 
business had been relatively good, both because the rainy season was the peak season for 
medicines, and because the HPO had adequate stock. She was able to earn P3,000 (US$74) 
during the quarter, with P1,313 going to the association. However, the fourth quarter saw a big 
drop in sales, leading to operator earnings of only P598 for the entire quarter, and only P256 for 
the association. Aside from a dip in demand, she attributed this sharp drop to stocks-out, 
particularly the delayed delivery of paracetamol for the quarter. 

San Pedro MPC 

A somewhat different picture could be seen in San Pedro, a barangay in San Jose around 20 
minutes away from the town proper, where another pioneer HPO was located. For one, it was 
the only HPO visited where the HPO reported having received a take-home pay of more than 
P5,000 (US$123) in a month (specifically in July 2010). Based on the sales figures provided, the 
operator’s take-home pay in other months probably ranged from P3,000 to P4,000. The relatively 
significant sales seemed to be due to two main factors: 1) it was the only drugstore in San Pedro, 
and 2) there was a close working relationship with the Barangay Health Station (BHS). Notably, 
the San Pedro HPO occupied a prominent and comfortable share of the BHS office and the 
midwife was very appreciative of the HPO’s presence. The San Pedro BHS’s catchment area 
consisted of the barangay, plus three other outlying barangays.    

The HPO was an integral part of the cooperative’s operations. Still, like the others, lending was 
the major programme, providing P135,000 in net surplus in 2010. In comparative terms, the San 
Pedro MPC was much smaller than the first two, with only P4 million in assets. 

Interestingly, this HPO and all the other HPOs visited in the course of the field research were 
along or near the main road, if not located in the town centre. According to the AFON staff, only 
around eight of the currently-active HPOs were located in remote barangays. 

The Pandan MPC HEALTH Plus Pharmacy 
There was only one HPP in the HEALTH Plus network in Antique. The sole HEALTH Plus Pharmacy 
in the Antique network was located in Pandan at the northern tip of the province, the “gateway 
to Aklan”. The pharmacy was owned by the Pandan MPC.  Manager Dedaci “Daci” Nepomuceno 
shared that the cooperative, also organised in 1964, had encountered ups and downs. The 
“downs” had been brought about by a high rate of loan delinquency among members. The 
cooperative had since recovered, with total assets of P61.3 million (US$1.5 million) and a net 
surplus in 2010 of P2.9 million. It had a wide range of enterprises. Aside from lending and 
HEALTH Plus, the cooperative also had shares in a telephone project and a cable project, and 
had a feeds and rice marketing business, Western Union and ATM outlets, and a grocery located 
in the Pandan public market. It had 3,622 members coming from Pandan and the nearby towns 
of Sibaste and Libertad. 


