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Datu Paglas in the province of Maguindanao in the Autonomous Region of Muslim
Mindanao (ARMM) has been described as a ‘miracle town’, with its economic
development framework hailed by many as a model for other areas shattered by the
Moro conflict.1 This study reviews the positive role played by the private sector in Datu
Paglas and outlines some of the challenges involved.

Context

Datu Paglas is located in an area of Mindanao where some of the most intense conflicts
have taken place. The town has witnessed fierce confrontations between the Philippine
Armed Forces and the Moro National Liberation Front (MNLF) and Moro Islamic
Liberation Front (MILF) for more than a decade. One of the root causes of the conflict
is land: the Muslim population has struggled for access to land since colonisation by
Christian settlers and later investment by multinational corporations.2 Despite the 1976
Tripoli Agreement, the conflict has ebbed and flowed, with periodic resurgences of clan
feuding and terrorism up to the early 1980s. The 1980 split in the MNLF, which led to
the formation of the MILF, also affected the political configuration within Datu Paglas,
which lies within the MILF area of Camp Rajamuda. 

The Paglas family is a powerful clan related to other politically influential clans in the
area through kinship and inter-marriage, and has blood relations with the late MILF
chairman, Salamat Hashim. As with other Muslim communities in Mindanao, it has
been involved in longstanding feuds that periodically erupt in violence.

Datu Paglas is endowed with extensive fertile lands, but poverty is endemic due
to low investment and lack of services. This has strengthened support for the
rebel movement and became a major obstacle to development since business was
reluctant to risk investing.   

Paglas Corporation

Ibrahim ‘Toto’ Paglas III, son of the late mayor, returned to Datu Paglas in 1985
with the goal of improving stability through socio-economic development. He
showed his drive by initiating an irrigation project in the town before being elected
mayor in 1988. He used his influence to pacify relations between other clans and
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sought to end the cycles of violence and retaliation, despite the death of several
members of his own family. 

Understanding the conflict context

Paglas recognised that the conflict has its roots in history, including colonisation
and socio-economic grievances, such as a lack of access to education, loss of
land titles to settler communities, horizontal inequalities and poverty. However,
he also acknowledged the failure of local leaders to fulfill their responsibility to
improve the lives of their people. Significantly, he challenged the assumption
that investment first requires peace, proposing instead that economic
development was necessary to produce peace, with the private sector directly
tackling grievances and conflict issues through responsible practice.3 “There is
a way to respond to legitimate grievances in a preventive, pro-active manner,”
he has said. “My experience has shown that sustainable economic development
can be the key to peace.”4

With the signature of the Final Peace Agreement between the government and
the MNLF in 1996 and an agreement to cease hostilities with the MILF the
following year, the government was anxious to demonstrate the peace dividend
by promoting investment. Paglas identified this as a perfect opportunity to bring
about his vision of peaceful transformation.

Consolidating investment

He contacted ORIBANEX Holdings Corporation, a consortium of Italian, Saudi
and US investors involved in the production of bananas, who were looking to
expand their holdings from nearby Catholic Davao. Investors were reluctant to risk
their money in the ARMM, let alone a place as notorious as Datu Paglas. But
intrigued by reports of its dynamic young mayor and the quantity of land available,
they visited to make a feasibility assessment. With plentiful supplies of water, an
ideal climate, excellent soil and a large labour force, its potential was obvious.

Although the project gained general approval within the population, others
were more cautious. A process of consultation and dialogue was therefore
initiated to give people the opportunity to voice their concerns. This was an
entirely new experience for Datu Paglas and a break with customary tradition
in which Datu5 decisions have always had the force of law.6

After three terms as mayor, Toto Paglas stepped down to concentrate on
consolidating the Paglas Corporation (PagCorp), while his backers established La
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Frutera Inc. (LFI) to manage the plantation and put up the bulk of a $26 million
initial investment. The Ultrex investment group in Manila took responsibility for
day-to-day management of LFI, which sub-contracted the recruitment of labour,
security and transport operations to PagCorp. Toto Paglas provided substantial
amounts of family land and convinced neighbouring leaders and landowners to do
the same.

He also used his influence to convince MILF commanders to withdraw their forces
from the district. When La Frutera was first established, Hashim Salamat, MILF’s
late chairman and Toto’s uncle, gave his personal guarantee that the town would be
a MILF ‘no-go zone’ and that no LFI or PagCorp personnel, equipment or vehicles
would be targeted. There has not been a single incident of criminal activity against
the companies ever since. This is exceptional given the enormous sums invested in
security by businesses operating elsewhere in the ARMM. The investors are
emphatic that they pay no protection money nor make any ‘donations’ to MILF, nor
has MILF attempted to solicit contributions.7

Success factors

Christian plantation workers were initially hired as trainers and supervisors, and
Israeli experts were brought in to supply the technology. This created tensions with
the community, but Toto gave assurances that they would be under his personal
protection and located their accommodation close to his. 

While Muslims were principally trained by Christians, the plantation now employs
Muslim supervisors and a former MILF combatant is the most senior supervisor.8

As a result Christians and Muslims are more integrated in the workplace and the
wider community. In the words of one Christian trainer: “Today, Muslims and
Christians work peacefully together. Christians are no longer viewed as superiors or
more specialised than Muslim employees. The company organises regular
workshops to increase understanding between the two cultures. Religious leaders
from both sides give seminars on Islam and Christianity. Christian workers avoid
eating pork in front of their Muslim colleagues.”9 The LFI Community Relations
Unit conducts seminars and workshops on cultural and religious sensitivity.10

PagCorp aims to tackle local grievances and spread the benefits of the
investment equally by employing at least one member from each family,
including those of former rebels. Three guiding principles were adopted in the
company’s business plan:11



■ To protect the environment at any cost because this is all we have for the next
generation

■ Not to abuse workers, to protect their rights and look after their welfare and safety 
■ To provide education for the children. 

In 2000, La Frutera set up the La Frutera Community Development Foundation to
design and implement community development projects, principally by providing
training and education to improve livelihoods.12

The impacts of LFI investment

The plantation is now one of the most profitable in the Philippines. In its first six
years, production climbed to 10 million tonnes of bananas a year, much of it
exported, generating annual revenues of around $15 million. By 2002, La
Frutera employed directly and indirectly 2,000 local workers, 85 percent of them
Muslims, on 1,300 hectares. According to Toto Paglas, the company injects at
least $400,000 dollars into the local economy every month through salaries.13

Since its inception, the town has seen large increases in employment and income
levels. The experiment generated confidence that business could be conducted
successfully in the ARMM and the original investors have committed up to $50
million to expand operations by 2,300 hectares.14

The municipality is no longer a haven for crime. According to the Philippine
National Police, crime rates have fallen dramatically in the past three years.15

When hostilities between government forces and the MILF resumed in early
2000, former combatants employed by the company did not join in – with the
consent of the MILF leadership. 

With increased revenue from taxes, the town has built more schools and invested
in health services, with school attendance by both Muslim and Christian children
increasing considerably. The LFI has also been awarded certification by the
Rainforest Alliance, a global body that monitors the social and environmental
impacts of the banana industry. 

Investment has extended beyond the immediate environment of the plantation.
In 1998, the Paglas Rural Bank (PRB) was established with a loan portfolio of
around $150,000, provided by the Central Bank and Land Bank. The PRB seeks
to promote small businesses and has helped to start over 50 small enterprises. It
has more than 3,000 customers, and sees a 90 percent repayment rate on
commercial and private loans. The majority of its customers have never held
bank accounts, as their plantation salaries were the first regular income they
have had.16
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Challenges

While the Paglas case is an important example of the dividends that peace can bring
and an incentive that business is possible before a formal peace is signed, it has its
own share of challenges.

Some community members have said that more needs to be done to ensure the
benefits are spread as broadly as possible. There have been allegations that local
officials spend more on expensive vehicles, than local development. Concerns have
been raised about salary issues, delayed payments and Muslim applicants’ access to
jobs in the administration;17 the absence of unions has also been criticized in the
past.18 Local landowners in turn have expressed concerns about their lease contracts
with LFI.19

The case also highlights the proximity of political, economic and military elites with,
in the case of Datu Paglas, the leadership of both vested in a single family. While in
Datu Paglas one individual used the potential offered by his position to effect
positive change, elsewhere such quasi-feudal social structures can also be a factor
that contributes to tensions, rather than defusing them. Toto Paglas’ reforming
instincts were only made possible by his uniquely advantaged position. The same
concentration of power and wealth could intensify conflict in parallel situations. 

In spite of these reservations, the transformation of Datu Paglas from a locus of
conflict to one of relative stability and prosperity highlights the strategic role that
the private sector can play in peace and development efforts. 

This case is based on the studies cited below. For more information see
www.datupaglas.com and www.pbsp.org.ph 



Endnotes

1 Honculada, R. G. (2005), ‘Planting Peace: Philippine Business for Social Progress’ in Van
Tongeren, P. et al. (eds.) People Building Peace II: Successful Stories of Civil Society (Boulder, US:
Lynne Rienner).

2 Conception, S., Digal, L., Guiam, R., De la Rosa, R. and Stankovitch, M., (2003) Breaking the Links
between Economics and Conflict in Mindanao (London, UK: International Alert and the Alternate
Forum for Research in Mindanao). Available at www.international-alert.org 

3 Speech by Toto Paglas at the CFR conference ‘Preventive Action: Responding to the Grievances of
Muslims in the Philippines’ at www.asiasource.org/asip/preventive.cfm

4 Ibid.
5 Datu is the title given to traditional chieftains in the region.
6 Fletcher, H., Grace A. and Ganchero, E. The Paglas Corporation Experience at

www.datupaglas.com/Articles/ThePaglasExperience.html 
7 Honculada op. cit.
8 Fletcher, Grace and Ganchero op. cit.
9 Ibid.
10 Honculada op. cit.
11 Speech by Toto Paglas op. cit.
12 Nuguid-Anden, C. (2003) ‘Enhancing Business-Community Relations: La Frutera and Paglas Case

Study’ (Bristol, UK: New Academy of Business and United Nations Volunteers). Available at
www.new-academy.ac.uk/research/businesscommunity/unvpages/index.htm 

13 Speech by Toto Paglas op. cit.
14 Ibid.
15 Fletcher, Grace and Ganchero op. cit.
16 Ibid.
17 Conception et al. op.cit.
18 Nuguid-Anden op.cit.
19 Ibid. 

458 Local Business, Local Peace


