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FOR

DECISION-=

Over 60% of farmer clusters remain
financially weak and trapped in a cycle of
dependency on short-term government
support despite clustering being a core
strategy of the MRIDP.

Policymakers must institutionalize a
readiness- and performance-based
approach to farmer cluster development
that aligns partnerships, investments, and
monitoring systems to ensure efficient
resource use and sustainable, market-
driven growth.

Performance assessments must link
funding and scaling decisions directly
to cluster maturity, ensuring high-
capacity groups receive priority while
underperforming clusters get targeted
corrective guidance.

Government must mandate local
convergence plans to unify support and
prioritize “smart” infrastructure, such

as shared processing facilities, to help
clusters meet high-value market quality
standards.

lhe ' beset

MAKING FARMER CLUSTERS WORK: KEY POLICY
STRATEGIES FOR AGROENTERPRISE DEVELOPMENT

INTRODUCTION

More than two million Filipino farmers cultivate farms
averaging just over one hectare (Ricelytics, 2022).
Small farm size, limited assets, and weak bargaining
power restrict their ability to benefit from modern
value chains. To address these constraints, the DA
has promoted farmer clustering—organizing farmer-
producers into cooperatives or functional groups—
as a central strategy under the MASAGANA Rice
Industry Development Program (MRIDP) and related
initiatives.

Clustering allows farmers to pool their production,
access services, share risks, and collectively engage
markets, leading to higher incomes. However, while
the number of clusters has increased nationwide,
cluster quality and sustainability remain uneven.
Many groups are inactive, weakly governed, or
unable to operate as agroenterprises once a program
or project support ends. As MRIDP investments
continue to scale up, strengthening cluster readiness
and enterprise viability, rather than simply expanding
coverage, has become a pressing policy priority.

This policy brief examines what is working, identifies
persistent capacity constraints, and proposes doable
policy actions to help farmer clusters evolve into
resilient, competitive, and viable agroenterprise
entities.



WHAT IS WORKING: DA SUPPORT FOR
AGROENTERPRISE-BASED CLUSTERING

The DA's approach to farmer clustering is
anchored on four mutually reinforcing pillars:

1. Integrated clustering across DA programs
Clustering is embedded across MRIDP, the Farm
andFisheries Clustering and Consolidation (F2C2)
Program, the Agricultural Training Institute (ATI),
and Philippine Rice Research Institute (PhilRice)
initiatives. This integration aligns infrastructure,
training, technology, and market support while
reducing program fragmentation.

2. Capacity-building through strong
partnerships

ATl's  Agro-Enterprise  Clustering Approach,
together with DA bureaus, PhilRice, and
development partners, has expanded training
in value chain analysis, production planning,
governance, and enterprise development—
laying the groundwork for market-oriented
clustering.

3. Expanded access to finance

Programs such as AGRISENSO Plus and Agri-
Negosyo Loans have improved access to credit,
financial literacy, and enterprise support, helping
clusters invest in inputs, facilities, and operations.

4. Digital tools and market linkages platform
Digital initiatives, including the Digital Farmers
Program and Philippine Rural Development
Project (PRDP) e-Marketplace, provide
clusters with tools for market access, logistics
coordination, and data-driven decision-making.

WHAT PREVENTS FARMER CLUSTERS
FROM THRIVING AS AGROENTERPRISES?

An assessment of 30 farmer clusters across 21
provinces under PhilRice’s RiceBIS 2.0 Program
highlights systemic capacity gaps that limit
agroenterprise readiness (Mataia et al., 2025).
These gaps are not isolated weaknesses, but
structural issues that require targeted and
sequenced policy responses.

Table 1. Capacity gaps hindering the agroenterprise readiness of farmer clusters.

. % of farmer . S S
Capacity gaps Key underlying causes Policy implications

Weak business or 67%

enterprise capacity

Inconsistent product 80%
quality and standards

Poor financial 83%
management and

limited access to

capital

Weak leadership 70%
Limited partnerships 80%

and fragmented
support

Limited agripreneurship
training; misaligned business
activities; absence of market-
driven planning

Limited technical guidance;
lack of quality assurance
systems; absence

of certification and
standardization

Weak accounting skills;
poor recordkeeping; limited
investment readiness

Informal leadership
structures; lack of governance
frameworks; low youth
participation

Weak coordination; limited
networks with markets,
financiers, and service
providers

Note: Findings are based on 30 farmer clusters across 21 provinces.

Clusters require sequenced
support: governance and basic
management first, followed by
business development, market
access, and investment support
depending on readiness level

Investment in shared postharvest,
milling, and market facilities,
quality systems, and certification
are critical to access institutional
and high-value markets

Financing should be coupled with
financial literacy and monitoring
support

Governance strengthening is
essential before clusters can
absorb larger investment supports

Convergence mechanisms are
needed to align government and
partner support efficiently



WHAT SUCCESS LOOKS LIKE: LESSONS
FROM HIGH PERFORMING COOPERATIVES

Large cooperatives such as Nagkaisang
Magsasaka ng lIsabela Agricultural Primary
Cooperative (NMI Agri Coop) from Isabela,
St. Vincent Parish Multipurpose Cooperative
(St. Vincent MPC) from Nueva Vizcaya, and
Nagkakaisang Magsasaka Agricultural Primary
Multi-Purpose Cooperative (NMA PMPC) from
Nueva Ecija, illustrate what farmer clusters can
achieve when capacity constraints are addressed
systematically. Their experience highlights five
success factors with direct policy relevance:

1. Strong and transparent governance

These cooperatives succeed because of clear
roles, regular meetings, succession planning,
youth engagement, and transparent financial
reporting. Policymakers can strengthen farmer
clusters by requiring clear structures, supporting
regulargovernance meetings, building leadership
capacity, promoting youth involvement, and
enforcing financial transparency and audits.

2. Active member participation and shared
ownership

Members engage in assemblies, policy review,
planning, and social initiatives, while dividend
sharing, participatory planning, and training
strengthen commitment and accountability.
Policymakers can replicate this culture by
institutionalizing regular member engagement,
expanding education and training, and ensuring
inclusive benefit-sharing to support resilient,
sustainable farmer clusters.

3. Strategic partnerships and institutional
linkages

Partnerships and institutional linkages strengthen
cooperative operations and market access.
Collaborations with government, banks, and
private partners provide facilities, funding,
training, and infrastructure, while links to
educational institutions and markets diversify
income. Policies that promote partnerships,
technical support, and market connections can
help farmer clusters scale and develop.

4. Commitment to quality, market relevance,
and innovation

These cooperatives invest in modern facilities
and machinery, maintain high standards, diversify
products, and adopt technologies like drones and
precision farming. Policies that improve access to
equipment, provide training in quality and value
addition, and support technology adoption can
help farmer clusters boost efficiency, diversify
income, and meet market demands.

5. Sustainability, risk management,
and resilience

These cooperatives build sustainability and
resilience, managing market and climate risks
through diversified income, cost efficiency,
and financial discipline—using strategies like
by-product sales, institutional markets, and
retail expansion. Policies that provide training,
infrastructure, market access, and support for
financial and technological readiness can help
farmer clusters manage risks and sustain growth.

CALL FOR ACTI@N

While some challenges within farmer clusters such
as leadership, member engagement, and internal
management could be addressed directly by
cooperatives themselves, policymakers can play
a decisive role in creating the environment that
allows clusters to grow into competitive, sustainable
agripreneurs. To transform farmer clusters into
competitive agroenterprise entities, policymakers
should shift toward a readiness-based, coordinated,
and performance-driven support system.

® Formalize a cluster readiness classification
system
This policy replaces fragmented assistance with
a Synchronized Support Matrix, where access to
high-value government resources is earned by
meeting specific maturity benchmarks.

® Strengthen convergence and partnerships at

cluster level

Require clusters to develop convergence plans
endorsed by LGUs, banks, and private sector
partners. These plans must be backed by
coordinated technical assistance and mandatory
counterpart funding. This tackles the constraint of
limited partnerships and fragmented support by
promoting coordination, reducing duplication,
and ensuring sustained assistance.

Upgrade product quality systems and shared
facilities

Prioritize investments in postharvest, processing,
marketing, and quality assurance infrastructure,
paired with hands-on technical assistance and
time-bound certification support. This addresses



inconsistent product quality and weak business
capacity, helping clusters access high-value
markets more effectively.

® Establish a National Digital Registry and

Performance Clearinghouse

This will act as a holistic decision-support
system bridging the gap between grassroots
production and institutional  investment.
By institutionalizing annual  performance
assessments, this platform will link funding and
scaling decisions directly to cluster readiness,
ensuring high-capacity groups are prioritized
for expansion while underperforming clusters
receive targeted corrective guidance. This data-

CONCLUSION

driven approach replaces fragmented assistance
with a synchronized support matrix, where access
to high-value government resources is earned
through proven maturity benchmarks.

® Link performance monitoring to funding and

scaling decisions

Institutionalize annual performance assessments
to determine continued support, scaling, or
targeted corrective assistance. This ensures
clusters with strong business, financial, and
leadership capacities are prioritized for expansion
and market opportunities, while underperforming
clusters receive focused guidance to address
existing organizational and business gaps.

Farmer clustering is a powerful pathway for inclusive rural transformation, enabling small-scale farmers to
compete, innovate, and participate in modern value chains. But its success depends on how public support
is targeted, sequenced, and monitored. By aligning interventions with cluster readiness, strengthening
governance and quality systems, and using performance data to guide investments, policymakers can ensure
that clustering programs deliver sustained income gains and competitive agroenterprise development. With
focused leadership and coordinated action, farmer clusters can move beyond program/project dependence
and become resilient drivers of agricultural growth and rural prosperity.
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