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CObPERATIVE PRINCIPLIES A4
by

Lionel Gunawardana

Joint Director & Specialist
in Agricultural Cooperation
ICA Regional Office

New Delhi.

Definition of a Cooperative Socl3ty

A cooperative society is aa association of persons,
or of societies of persons, for fche satisfaction of their
common economic and social needs through one or more common

undertakings, based upon mutual aid and profit elimination.

Origin of Cooperation

The cooperation in its broader sense is.not a product
of any particular land. The 1idea of cooperation is,as ancient
as human history itself. There are traces of cooperative
actions in human behaviour, from the earliest period of
civilization. There are numerous examples, in our society,
from ancient times, where people cooperated among themselves,
in performing common social functions, and each other"s

activities.

The 1idea of modern cooperation, is of recent origin,
and the Rochdale Pioneers cgn be justifiably credited, with
bringing into being the modern Cooperative Movement.

The modern eooperative Movement was started as a
consumer movement?, when the Rochdale Pioneers - 28 of them-,
inaugurated their Equitable Pioneers Society in 1844, with a
meagre capital of £28 —in the midst of depression, wage cuts

and unemployment.

A certain writer has described the getting together of

the Rochdale Pioneers in the following words, "At the close
of the year 1843, of* those damp, dark, jdense, dismal,
disagreeable days....... a few weavers, out of employment, and

nearly out of food, and quite out of heart with the social
state, met together to discover what they could do, to better

their industrial conditions",
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From this meeting was born the world Cooperative Movement

Cooperative Principles

The principles enunciated by the Rochdale Pioneers
became the guideline for the cooperators the world over. In
a sense they were never being questioned nor have they ever
appeared in the agenda of the ICA Congresses for discussion
untill in 1931> when the Congre j3 resolved to appoint a
Committee to examine "the pres. 3it application of the Ro»hdale
Principles™. This Committee msie its final report to the

Congress of 193~ in Paris.

As a result of this report the International Cooperative
Alliance recognised seven Rochdale Princifjles, but concluded
that only four of those could te applied universally at the
international level for the puipose of ICA membership.

They werej-

1. Voluntary Membership,

2. Democratic Control,

3. Distribution of surplus t< members in proportion of

their participation in th. transaction of the society,

4. Limited interest on capital.

The other three were:

Cash trading,
ReligiouB and political neutrality,

Education.

ICA Commission, on Cooperative Principles

ICA Congress held in 1963 in Bournemouth deaided to
request the Central Committee to constitute an authoritative
commission examine the present application of cooperative
principles in different types of society and in different
political and economic spheres and to advise on the right
formulation of cooperative principles in the light of their
application throughout the world at that time".

The Central Committee appdiinted a five member commission
in October 1964. The commission based its studies on answers
to a questionnaire it issued to the ICA".a .affiliate organi-

sations as well as selected non-member organisations and
individuals, and interviews it had with leading cooperators.



The commission submitted its report to the ICA Congress
held in Vienna in 1966,

In its report, the Commission recommended six principles
as essential to genuine and effective cooperative practice
both at present and in the future as far as that could be
foreseen.

The six principles are brit;:?ly stated as follows

i. Voluntary and open members, lip,

ii. Democratic control,

iii. Limited interest on capital,

iv. Equitable division of sutp-us,

V. Cooperative education,
vi. Cooperation among cooperatives.

I shall quote each principLo as stated in the Rules of
the International Cooperative Alliance at the point of
explaining it.

The proper application of Cooperative Principle is
essential for the success of the movement, for they” are
those which are essential, that is absolutely indispensable,
to the achievement of the Cooperative Movement®s purpose™.

All the six principles are equally important. "They
form a system and are inseparable. They support and rein—
force one another. They can and should be observed in their

entirety by all oooperatives if they *laim to belong to the
Cooperative Movement™, (iCA Principles Commission),

The first fOur principles set out the working methbds of
the cooperatives and the other two state what 1is essential
for the continued progress of the movement.

"Membership of a cooperative society shall be voluntary
and available without artificial restriction or any
social, p~litigal, racial or religious discrimination,
to all persong who can make use of its services and are
willing to a|#ept the responsibilities of membership”.

This principle. #an be »ub-divlded into two parts, namely,
"Voluntary Association””and "Open Membership",

Contd, , k



/\k/\

Voluntary Assoelationa

iv.

Open

Vi .

Vil.

viii,

The individual should be free to join or withdraw from

a society. There should not be any direct or indirect
compulsion. However, his entry or exit should not affect
the society adversely. Therefore this freedom can rarely
be absolute. It can be modified or restricted by other

considerations of greater validity.

The member should be loyal to the society. He should
realize and fulfil his obligation to the society and the

society in turn should reciprocate,

This loyalty can come only if the memver has joined the
society of his own free will and not under compulsion.

A society is not obliged to retain a member if his
conduct 1is detrimental to its interest. The condition
of expulsion however should be clearly laid down in
advance and known to both parties.

membership

Those who can make use of the services of a particular
cooperative so«iety and are willing to accept the
responsibilities of "membership should be atle to become
its members without any artificial restrictions.

Cooperative movement is at onee a social movement seeking
to increase 1its adherents. Naturally it should welcome
and encourage the eligible persons to become members.

Artificial restriction means limitations imposed on the
size of membership without there being a practical need
to do so. Natural restrictions may exist which prohibit
a society from enrolling everyone who is in need of the
services of the society. For example, a housing society
would have to limit the number of its ?nembers in relation

to the extent of land available to it*

"Open membership” does not mean that gocperatives are
obliged to enrol all persons who may apply for member-
ship, Those who do not have the “ommon need or can not
make use of the services cannot h”"WWe members. For
example, a ri”e grower need not be”picimitted to a citrus

gi>ower| gociety,
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The selling of shares of cooperatives to the state

making it a member of the cooperative concerned is a
violation of the principle of "open membership™. The
common need of the members v;hich the scciety seek” to
satisfy is not the common need of the Stat*e. V/hen the
common need of the members 1is the acquiring of articles
required by:, them the State can ccme only as a suprlier
and when the sale of articliis is the common need the

State can come only as a purchaser. Further, the State

is not prepared to submit to the internal disciplines
of the cooperative as laid down for me*iibers by 1its
administrative organs,

The open membership (v;ith t le unavoidable restrictions)
makes a cooperative society distinctly different from

a Joint Stock Company, Because of open membership shares
remain at the nominal valve fixed by the society 3 rules.

Democratic Control

"Cooperative societies ar democratic Organisations,
Their affairs shall be ad; inistered by persons elected
or appointed in a manner ~.greed by the members and
accountable to them. Members of primary societies shall
enjoy equal rights of voting (one member, one vote) and
participation in. decisions affecting their societies.

In other than primary societies the administration shall
be conducted on a democratic basis in a suitable form™.

The primary purpose of a “"ooperative society is to

promote the interests of its members. To achieve this and
the members must have the final say in the society.
Therefore there should be an effective method of consult-
ing the monbers as a body. To ensure that the members
interest gats the highest priority ih the administration
of the society > affairs, those who administer the affairs
must be chosen directly or indirectly by the memfeers.

"One man, one vote" 1is the most condensed expression
of the deirocratic administration of |iooperative
#0iOieties,
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li.i« In the case of otganisatidins of higher tiers, one member
one vote would work satisfactorily only in organisations
where there 1Is no great disparity in size between their
affiliated societies. If there are wide disparities in
size, each affiliated society should have votes 1in
proportion to its own individual membership, a "method
which unquestionably pays proper respect to the human

factor",

iv. In developing countries where governments give large
funds to the sodieties, govsrnment representation on
Board of Management become accessary. Without generous
amounts of government finance, cooperative development
in these countries qill be 3low. However, representation
should not continue ™ a da/ longer than it 1Is necessary".

Limited interest on capital

"Share capital shall only receive a strictly limited

rate of interest, if any",

i. There are two principles cesigned to eliminate profit.

This i1s the first.

ii. The fact th*~t capital adds productivity to labour is
recognised. The conception in the cooperative society
is that of labour working with capital and not for capital,

iii. The three main forms of capital in a cooperative;
(I) Share capital, (2) Capital owned by society in the
form of reserves etc., (3) External borrowing etc.

The limit:~tion applies really to the first. No interest
is payable on the second. Interest may tae calculated for
the purpose of internal accounting. In the case of the

third, the interest rates are not likely to exceed the
rates prevailing in the external money market,

iv. There is no principle which obliges that interest should
be paid. Even 1f no interest 1is paid, there is no clash
with the principle,

V. If interest is paid below the rgite which may be regarded

as fair elsewhere then also i1t ean be reg::“rded as payment

of limited interest.



Vi. If a certain limited rate of interest is paid for a
certain period but raised or lowered according to the
long ranfco "novement of interest rates, and not in
response to short-term fluctuation on the moneymarket,
that does not contravene the principle,

vii. If a premium is merged into the rate of interest, it
is, "from a cooperative point of view, at least dubious".

Disposal of surplus (savings)

"Surplus or savings, if any, arising out 3»f the operations
of a society belong to the members of that society and
shall be distributed in such manner as would avoid one
member gaining at the expense of others.

They may be done by decisio.i of the members as follows

(a) By provision for development of the business of the
cooperatives,

(b) By provision of cojn*oia eervicas, or

(c) By distribution among the memvers in proportion to
their transactions with the society".

i. This 1is the second principla designed to eliminate profit,
ii. Cooperative way 1isto render seiVioe at cost. The
trading surplus is"an overcharge which belongs to those

from whom it has been derived and to whom iftt should be
returned”” (Calvert),

iii. With regard to the distribution of surplus there are
certain operational aspects that must be considered!"”

*) Provision of goods and ~"rvices to members at low
prices which hardly leadg to aeijumulation of surplus
for distribution.

b) The business prudence some time may require that
all or large ptirt of the s##j.ety™ earnings to be

placed to reserve.

¢c) A maj”™r part of the surpj,u8 may have to be devoted
to provision of common enjoynient to the members,

iv. In the disposal ofsurplus, there are two main points that

should be kopt in mind*-

a) How to x*ili4 the proper ba],ai”e between the interest
of the society and those of Individual members.

ITontd, ........ .8



V.

b) To do justice as between one individual njember

and another. It is important to re:nember that
econoraic benefits confiorred on the members are
of various kinds - money, goods or service,

The distribution of surplus among members 1is an
important characteristic that distinguishes a

Cooperative from a joint Stock Company.

Cooperative Education

"All cooperative societies shall make provision for
the education of their membara, officers, and
employees and of the general public, 1in the principles
and techniques of Cooperation, both economic and
democratic”

Definition of education for the purpose of cooperation:

"For the purposes of Cooperation, however, education

needs to be defined in a \ery broad sense which includes
academic education of more than one kind but much

besides. It includes both what people learn and how they
learn it. Every phase of experience, which adds to -
people®"s knowledge, develops their faculties and skill,
widens their outlook, trains them to work harmoniously

and effectively \\rith theii® fellows and inspires them to
fulfil their responsibilities as men or women and citizens,

can have educational significance for Cooperation,
Less and less in the conteT,porary world can education bo

limited to M is learnt in schools and colleges at
special pGi dwjL. ol people®s lives. According to the
cooperative concept, education is a life-long process™.
(Principles Commission Report, page 37N.)*

The persons who should be covered by the process of

cooperative education dan be divided into three gorups:

a) Members,
b) Office holders,
c) Generdl public.

The first group, the members, need to be educated in:

a) principles of cooperation,

b) rights and duties of membere”

c) elementnry economics which is of relevance to
day-to-day life.

The second group, the office holders” include board

members and professional employed” In case of board

members education has to be mo”e intensive than in the

case of ordinary members. It should include a great

deal of business kn<”ledge. The pi?ofessionals employed

need to be trained in appropriate techniques,
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v, The third group, the general public, should be regarded
as potential members, persons who must be won over into
the cooperandvo fold. They should be kipt infofraed
about the cooperative r.;ovemont *s "aims, 1its organisation
and methods, its achievements and its plans for the

future".

Cooperation among cooperatives

"AlIl cooperative organisations, 1in order to best serve
the interests of their members and their cornrnunities
shall actively cooperate 1in every pradtical way with
other cooperatives at local, national and international

levels™.
i. The cooperation among cooperatives is playing now and
is destined to play in the future a very important role.

ii. IT the cooperative movement is to achieve continued
progress, it has to meet ef.ectively the opposition of
big business and of its spokesman, the capitalist press.
The cooperative movement, especially in developing
countries, has a bad press. It is only a united movement
that can meet this oppositB:on effectively.

ill. Cooperation between cooperatives may take the form of
(a) economic collaboration, and (b) ideological coop-

eration,

lv, Economic and ideological collaboration an®ong cooperatives
may be discussed under three headings:

a) Relationship between primary societies and between
primaries and higher tier organisations,
b) Cooperation among different sectors of the movement,

c) International Cooperation.

(a) Relationship between primary societies and between
Primaries”™and higher tier organisaiylons

The ultimate objective of the primary societies and
their federations 1is to serve the primary member. To achieve
this end there must be closest possible cooperatian and

foordIlnation between them,

(b) Cooperation amongst different se>tors of the movement.
Ideological and economic collabof*atlon amongst different

sectoral cooperatives is very necessary for the continued

progress of the irianageraent,
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The 1i1deological collaboration can take the form of
joint facilities for education and training of members and
employees,

Economic collaboration®™ amongst various sectors of the
movement ean be of mutual benefit to them. Cooperation between
producers* cooperatives and consumers®™ cooperatives will lead
to the seemingly paradoxical but true result of producerr
getting better returns and consumers receiving the products or

services at lower rates by eliminating the middleman.

International Cooperation

Regional and international seminars and conferences
of the International Cooperati ™ Alliance and other inter-
national and regional organise wWons have enabled the
cooperative movements of diffe tnt countries to learn from
each other and has created a f |ling of solidarity amongst
them.

There are many national coc>peral?ive institutions which
receive foreign cooperators for training. These inter-
national exchages have positivs effects on the growth of

cooperatives.

there arc examples of economic collaborations amongst
movements in the west and to a lesser extent in the developing
countries. The Scandinavian wholesale Society and Japan-
Thai Aid and Trade Agreement 1in which Japanese Movement 1is
assisting Thai Cooperatives in the production of maize ai"@

two examples.

Conclusion
"Humanity at large 1is seeking, however blindly, for a

major transformation from a system dominated by capital to one
based on human dignity and equality. The Co4dperative M@vement,
when true to its principles and ai“med whit the courage of 1its
convictions, ea™ prove by practic ; demonstration that a

world society is possible in which man is no longer the

slave but master of economic forccs*".

The objeetrives and t e ideal of the movement as a whole
"are no less than the attainment of a stage at which conflict,
monopoly and unearned profit cease to exist"™ and this ean be
achieved only by "the unstinted and united efforts of all
cooperators and cooperative institutions, large and small,

national and international",



NATIONAL SEMINAR ON MANAGEMENT OF
AGRICULTURAL COOPERATIVES

> e IN SBI LANKA

COORDINATION OF VARIOUS AGRICULTURAL
COOPERATIVES AT VILLAJE LEVEL

Mr,SvM#PV»Senanayake - Research & Training Officer
Agrarian Training and Research Institute
Wijerama Mawatha, Colorabo 7e

By Agriculture we mean here mke, the 2 divisions of crop
cultivation and Animal Husbandry, Crop Cultivation too could be divide”
int» muddy cultivation and land cultivation. Until recently agriculture
centred around paddy cultivation, but now this practice is completely ch
nged. Accordingly what we understand by Agricultural Cooperative Societ:.
is cooperative societies established with the aim of developing various
crop pitGduction and animal husba.ndry activities. The best examples for
this are Agricultural Producers Cooperatives, Rubber Societies, Coconut
Societies, Vegetable Societies, Dairy Societies. The/AJpall into the
special category of Special Agricultural Societies* Also, various sert:
pertaining to the agricultural sector are accomplished through the
Multi-purpose cooperatives,, Among these services, supply of agricultural
credit and other facilities (eg; fertilizer, agro-chemicals, seeds,
mammoties and other agricultural equipment) takes the main place. Anotb
important service rendered, by the MPCSS is purchasing of farmer-®s
produce* (Specially paddy, and additional crops ahd vegetables). Some
societies assist in tl)e preparation of agricultural produce, eg* milling c
paddy, preparation of sheet rubber, collects milk for the Milk Board,

Some cooperative societies with the eissistanoe of the District Developmen
Councils have started industries using agricultural produae.

«
However various types of cooperative societies inolver""
with agricultural production are now defunct* Thes©O are the agricultural
farmai set up under the District Development Council System, Cooperative
Gammana (villages) sei up under the Agriculture and land Ministry*
Cooperative Jaiiawasa established under the Land Reform Comraision. and the
AgricultTjral Cooperative Societies of the electoral division# The object
ivee of these societies was the land dividfe(?-™and handed ov"r to-the,,,.:.



members to be cultivated as single units by themselves* The reasons for
the failure of these societiee were, man9<~eRient problenisj lack of dedicat-
ion to the ldeals of Janawasa®™ system among the members, and the

doubtful state of their stability.

Another fact that we, are reminded of here is, the |»roductv
Development Committees started under the 1972 Broductivity Development Acc
to further* establish the agricultural services" i»rbVitet] by the MPC Societi.
or to take over these services when performed inefficiently* Though it
was. expected to set up special agricultiiral cooperative societies
established linder this Act to provide services to the agrictiltural sector,

not place.

Under this Act the following services were expected to be

fulfilled by these cooperative societies at village level.

li to obtain agricultural credit to the ratio of ailloted
lands owned by the member/of the society.*

2*  Supply the member farmers with, seed, fertilizer, agro-
sheraichls, hose-pipes, cattle, agricultural equipment

and provide transport and storage facilities.

3. Organisation of cultivation activities on these lands
and aaaurance maximum use of the land. [In this i nstanc
selection of seeds, classification of crops, control of
weeds and pests building of dams and anicuts are the

duties of the society.

Marketing of agricultural produce on agreed conditions

and " -

5. Taking suitable steps to ensure welfare conditions® of
the member.

It is relevant for me to mention here a fact experianced
almost every Research Officer at studies coiiducted by the Agrarian -
Research and Training Centre. That 1is, ever though anumber of National
Level Institutes and Departments exist for the developradnt of agriculture,
their services are not distributed uniformally among the farmers. The main
reason for this is the absestice of a strong Institutional framework at
village level. Though there are a number of "Delivery Mechanisms’to

distribute the services, the Receiving Mechanism" were weak.
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As you all will knpw the performance of a vast naraber of services prowi ed

popAlation by the ntral Government Officee have
fallen on cooperative development servi-:es, | think it is not necessar/
fyr me to explain tb you all the progranmes of the cooperative movement
and the reasons for.them, | am sure yoj have a wide knowledge of it from
your experiances gained as officers involved in these activities. However
I think it is time to consider the fact whether the prominence given to
the consimer sector by. the MPC Sticietiea® which have been existing for the
last twenty years on so; should be carried on further under the present
coudition.

The prominence gained by the cooperatives with regard to
listribution of essential food items is slowly passing ovW "o the
private sector. The deficifefls left.on business turnover reduced in this
nanher could be*fliled on™-y by agriciiltural activities. Therefore my
jersonal opinion is thait the activities of the MPC Societies (specially
Qarkwting special supplyit*t Jor investments) sl®jould be concentrated
lore on agriculture, -If the cooperative societies do not get sufficiently
".nterested in theee activities before any competitive government organis-
ation is started, problems will arise preventing the continued maintainanc”
of cooperatives as economic xinits, More than a researcher like me you
all v/ith your praetical expé&rianc.e must have learnt that because of ~
distribution of fertilizer by the private sector and supply of agro-chem-
icals by the Department of Agrarian Services, even now the turn over of
some societies have diminished alarmingly. |In a market where several
trade competitions exist Uriendliness, sincerityt and kindness cannot be
expected. They have to be well organisec to fight shoulder to sho"Ulder
with, the opposition with a good uaderstarding of their principles and
maneuvers* At all levels wmw:illage, district or national levels strength

and collaboration of 3ocieties should bd (insured.

In this function, j-our first responsibility is to observe if
with interest and find out the requirements of the member farmers. This is
because it is impossible to continue to retain membership of a cooperatl
society that does cot fulfil your requiremsnts or bring in additional
income by your dealiag-s with thegi. From my personal experiance I could
say that even in famovs agricultural districts such as Polonnaruwa,
Hambantota no steady provision has been made "0 convey the farmerilJ.
requirements to the primary cooperatives, "his necessity is ltooked aft”r
in thd Consumer Section by Form Ai723 , Tht absence of such a similar
systematic arrangement for agricultural requirements is clearly felt.

Contdf
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What I,am trying to explain is to know the fartner”s

rgquiremeiats and amoupt to be allocated for this purpose, communioatlo a

should exist between tho so”ciety and branch organisation.
.knowledge there are a number of organisations which would be of assist- i"
The assistance, of the ™»Aio|)ment Offic ers of. the Agriculture Departmen®;

To gain thi.

is very essential. It has been proved by other various research activt:r*
that communication between this Development Division and cooperative ai

It is been proved by many research studies, that when

specially chemical fertilizer and agro-chemicals, problems
within the

very weak, .

distributing,
ai g faced in bbtaining the required type,required amount,
at reasonable prices. The main problem is even at

reqtiired period,
Level, i

instances when ther.e is no scarcity of these goods atNational
is not s«|)pUL«d- to the farmer systematically eg: If the fertiliser

required by the farmer for the sowing season is supplied to the Regional
for the farmeii

Society during crop maturing time,.of what purpose 1A It
The society too has to face problems because stockes have to be stored in

one place and the money invested in this too is held up. |In one of ray

recent surveys | discovered that a certain primary tcooperative had bough:;

ea stock of agricultural chemicals of cheap.quality sold under a bogus

and had distributed this stock to the societies. Complaints
that their vegetable ciiltivations "ha-"x
Sometimes

trade name,
have been received from the farmer,
bedn completely destroyed by the use of this agro-chemical.
weedicide would have got mixed into the agro-chemi(?ali HoweVer |
is useful to have close connections

specially,at instances when

mentioned

this -incident here to stress that it

with the Agricultur il Development Services,

the cooperative: offiiég lack the Jcnowledge of; agricid,tural technowledgy.

Simil4rly it is usefril to aquire the assistance of other special extensic .
servi<?es,of spnie,of these are the Minor Export Crop Development Departmc.-
Coconut Board, Rubbe]”Re]££rch Instit,ute, Meat Production Department who

conducts/servicei”prof;ltable for the Coopayative Societies to establish

close laison with these extension offices.

It is necessary that a close collaboration should be
carried out among the National and Regional Level Organisations when

supplying requested investment funds and fulfilling responsibilities
falling on cooperative societies regarding planning of marketing activtied.
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Here it is advisable to have an understanding of the institutions
available for this purpose, and what could be gained formtthese institu+?
for the betterment of the activities of the societies. This is import;-
both w]ten planning and implementation of programmes* The Agricultural
Development Directorate, Agrarain Services Office, Meirketinf Department,
Paddy Marketing Board, People®s Bank, Fertilizer Corporation, Sri Lanka
Petroleum Corporation are some of these institutions that the cooperative
societies will have to associate with closely#

PH/

29.3.1979.






Introducing of Farifting Guidance to the
Cooperative Movement in Sri Lanka

SRI LANKA is mainly an agricultitral country but flo far the Co-
operative Movement has not paid its attention on Farming Guidance,
although a rapid ahange in agricultural structure is highly es”&ntial
through promotion of farm productivity® The keen competition from othtM
countries where productivity is higher and production costs are conse-
qguently low is a considerable factor* The respective governments of
most developing countries have made use of the co-operative movement
which is an influential source to approach faeming peasants to develop
the agricultural sector in the economy, by givivg. various subsidies
and financial aid. Our Government 1is also supplying agricultural inpu.
through the M.P.C.Ss. which form the backbone of the co-operative
movement but the education concerning improvement of farming technique
and facilities for the improvement of rural life and oulture is gett: 7~
scant attention. Introducing of "Farming Guidance Service"™ to the
Agricultural Co-operatives specially to the M.P.C.SS. in the produdin:,
areas will be a timely solution to fulfil this gap and reach 1iihe objec

Specialised staff should be recruited to handle problems of fari
management and provide intensive and extensive education to farmers
in this respective,” These staff members can be called as "Farm Adcisei
who will be employees of the Co-operative Societies are assisted by
"IFarm Exper"ts" at the divisional level. The team of farm experts will
be consisted of expertised officers of the Agpicultura”“epartment and
other relevant institutions. This Advisory Committee could be used to
avoid overlapping of work and to have proper co-ordination among these
institutions. On the other hand proposed farming guidance projects o."
Agricultural Co-operatives aim at advising the farmers regarding the
actual application of science techniques avolved by the Govt. .AgricuD
Research Institutions to individual holdings of farmers, according to
the particular needs and resources of each farmer and the land under
his. cultivation. In fact every opportunity should be made use to see
that the
and develop close contact with each othej* to adjust their guidance
principles and to avoid conveying to the farmers any conflicting gtdc

lines.
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THE METHODOLOGY

Agricultural Amprovument Plan

Bach agricultural co-operative society should,,have its Agricu-
Itural Improvement Plan for its area cf operation. . Society shoulci,
survey the suitability of each area fxr particular items of productions
and advise the farmers to select the best crops suiting their lands.
Such plans should be drawn up with utmost caution which can be translate
into action. Each farmer in the area should be individually consulted
about his reaction ta the plan and administrative agencies of the region

are also fully involved in its formulation and implementation.

Farming Household Plan

The formulation of household plans may be difficult due to lack
of planning habit of farmers. For this it is necessary that they .”e
given proper guidajace by Farm Advisors, Such guidance should not only
include filling in of entries in the form but also education of farmers
in improved farming practises snch as proper selection and use of fert-
ilisers, seeds and insecticides, rotation of crops and use of proper
tools etc. All such individual plans put together and make the total
plan for the area under agricultural co-operatives; On the basis of
this total plan the co-operatives”™ draws up the estimates of the
requirements of funds "ud agricultural inputs required by its members

and made arrangements for their.

Classification of Farmens

Farmers are classified into different groups according to major
items handled by them for example rice growing, fruit growing, vegetablJ
growing 6r livestock etc. They are provided specialised guidance
according to these group requirements. But since many farmers producce®
more than one commodity they are also given guidance in more items
to suit their needs. This kind of arrangement helps farmers not 6nly
to pool individual experiences in the growing of common crops and iii
farm management but also helpd them in undertaking joint marketing of
their produce through their co-operative at the best price. It also

saves then from economic exploitation of merchants.

Fjnrming Units

The fuming «nit of the group should be small preferably not
exceeding 10 to 13 people. The communication between aembers in such
a group is closer and more effective. Any number of such groups may

be organised where the membership of agricultural co-operative is large,
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Each group should have a Team Leader and a Deputy Leader selected
out of farmers who excel others in agricultural techniques. Such a
leader should mainfain close® contact agrici™tural eo-operati-ve
concerned..: The latter shculd meet dxiferent groups at regular intervale
so that individual problems can be sorted out and experience pooled.

Proper and adequate honoraritnc should be paid .by the agricultural
co-operative to leaders of groups so that they may take real interest
in guiding the activities of their group.

" The, agricultural co-operative should provide to its memvers hbt
-only fa:feming guidance but also the-necessary agricultural inputs and
undertake to sell their produce at the best price.

Farm Advisors.

The farm advisors are needed fcr the surveyt grasp and analysis
of the actual situations faced by mtnr-ber farmers of agricultural co-op-
eratives in the course of their agricultural operations. Naturally
enough such advisors need to be fulxy oriented and trained in modern
agricultural technicgaes. These officers must have & creal* knowledge
about the co-operative structure ani their own societies.

Guidahce for Farm Advisors

to discharf*e their functions in competent manner.
(a) Advisors should have full faith in their .mission .and. their
task. They should not b« bothered by feinptation on" inter-
feren?3 and offer unbiasi c guidances to raember-farraerffi."

(b) They shouid constantly coitinue reseaxch and study.and
prepare themselves fully b;>fore offering guidance to “membein--
fgrmei®s. They should never touch what they are not suree

about,

(c) They should always assist member-fsirmers in their development
of mahic.gement skill voluntarily. They should not impose
«feheir will on"~hem."

(d) They should try to level up farmers on mass through “oup
“activities. They should improve the competence of those
who are better farmers and eacou”age otheri”™ who are a little
behind by offering them special incentives and advice. e

(e) They should visit farmers regularly and keep clos/B contaoit

with Team Leaders,

Not only agricultural techniques and farming management they
should “"ieach the farmers how tuey could utilise the co-opi
society to solve their day to day problemSj.
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In brief Farm Advisors should hecome a close intimate friend of

the farmer,

Guidance jln Farming Improvoent”nd Manag”ent»

:Education and guidance regarding improvement in farming technigmes

and management includes the following:-
(1) Guidance concerning the vs.eleS"tioh of more suitable crops
, For individual members and for drawing up their production
plans.
(ii) Guidance: in techniques of modern methods of cultivation,
(11i) Guidance into the raatiey of seciiring the necessary funds and

resources, for cultivation.
(iv) Guidance regarding the availability mf production requisiteaj

and agricultural inputs.
(v) Guidance regarding the availability of labour for different

farming operations,
(vi) Guidance regarding marketing plans.
(vii) Guidance regarding costs of production and remunerative

prices,

Xn other vjords guidance provided by agricultural co-operative
covers every aspect of agricultixre from the time of planning a crop
to its actual soeing, harvesting, processing and sale in the market.

Method of Guidance
Actual guidabce to farmers by agricultural co-operative could
be taken two forms -

(i) Individual guidance to farmogs at their homestad or in the fie.

(ii) Group guidance to members by Farm Advisors at the time when
they visit the agricultural co-operative or by calling their
special meetings.

It is felt that the guidance process for more effective in the
latter case. Accordingly greater stress is laid oh collective guidahoe
to promote better appreciation of improTed firming techniques and
nanagement practices.

Various teaching aids and techniques are adopted in offering
guidance to members. Not only talSs and lecti;ires but also exhibitions. A~
cinemas , §Jides, projectors, Tilmstrips, flash cards,etc. are marie
use of for teaching improved farming tedhniques to members. [Incidentally
guidance cannot attain its goal unless farmerswho receive it have a

planning bent of mind regarding management,
PADMA D. JAYAWEERA

Senior Assistq.nt Commissioned
Department of Co-Operative Development,



PART 1

INCREASING AGRICULTURAL PRODUCTION
THROUGH CO-OPER.ITIVES

Mrs, P. Jayaweera - S.A.C. Cooperative Department,

Agriculture which holds a central position in the Econorrr, of
Sri Lanka supplying of the export income and is the livelihood of 8g%
of the population in rural areas. Agriculture could be divided into two
main divisions, the plantation or Bxport sector and National Sector, The
governments of most developing countries have accepted the fact that the
Cooperative Movement is the best source, of assistance to the small scale
farmer who holds an important place in the National Agriculture,

THE OBJECTIVES AND ACTIVITIES OF THE CO-OPERATIVE ORGANISATIONS
AT VARIOUS LEVELS ENGAGED IN AGRICULTUEAL PRODUCTION

From the inception of the Co-operative Movement the Limited
Loans required for agricultiiral development have been granted by Limited
Liability Credit Societies, The Cooperative Societies were established
during the WoX*d War Il by the government for production and marketing of
Agricultural Products, with the main a.m of assisting the Food Production
Drive, Even though fMcilities such as Agricultural Credit; marketing of
paddy under the guaranteed Price Scheme, supply of fertilizer and Agro
Chemicals were provided the government did not yield the expected results

from this drive.

MULTI-PURPOSE CO-OPERATIVE SOCIETIES

Multi-Purpose Co-operative Societies were established in
1957 to satisfy an important necessity in the National Development
Activities, Through these Societies a la”e number of members joined the
movement and the activities of the Cooperative Societies, Agricultural
Production and Majrketing Societies v/ere broadened. However due to various
management and organisational deficiencies most societies were dissolved.
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After the reorganisation of the societies in 1971 with the aim of setting

up economically viable Multi-purpose Societies, of the 7768 societies
distributed in the country today 285 societies started functioning again.

These societies lay more emphasis on distribution of essential commodities
based on the (government Rationing Scheme, Their aervices during national
crises such as the 1971 Insurgency and the Cyclone disaster are

commendable.

From the Agricultural aspect these societies, apart from
granting agricultural credit facilities, supply of fertilizer and agro
chemicals and purchasing paddy under the guaranteed scheme, engages iii
marketing of indigenous crops such as spices, vegetables, rubber, paddy

and provide relief for the small scale farmer.

Attached to each Multi-purpose Co-operative Society a
minimum of one or more Rural Banks are set up to operate as the Credit
and Savings division of the Society, This Bank through its own member
contribution funds and Peoples™ Bank,grants loans for various activities.
Loans for prodiction, supply of consumption goods, loan relief. By their
action of enjoining the scattered small investments they provide monetary
resources required for the investments for national development, while
giving encouragement to the rural population to save. Under the incentive
of the/?ggnrgcheﬁe provided by the Peoples®™ Bank , for various crop

productions is carried out by the Rural Banks,

Another important operation executed by the Multi-purpose
Cooperative Society *ith regard to agricultural development is, when
lands were taken over by the government under the Land Acquisition Act
of 1972. Until such Government Institutes as the Plantation CorpoBation

and Janata Land Development Board were set up to control these lands, the

Multi-purpose Cooperative Societies continued as their guardians without;

even any training fr practice of such work.

In 197~/75 the Multi-purprse Cooperative Society commenc.ea

collecting Betel Leaves from the farmers of their district, paying them a
higher price, and supplying to the Cooperative Marketing Federation for

export. This practi,se is still continued quite successfully in some

societies,
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The government paying more attention tc consumer development, in 1978
effected an incentive scheme for the Mnlti-purpose Cooperative Societies,
However though the rcuvine marketing and supplying services continued,
little attention was paid by the raanr.gement of the societies tc the
agricultural sector.

In the district/involved with the large scale development
schemes like the Mahaveli Development ochene the Multi-piorpose Cooperative
Societies have become the medium bringing in the government approved
agricultural services and marketing act:.vities through Multi-purpose
Relief Schemes, In this manner even amidst various deficiencies the
important services of the Multi-purposa Cooperative Societies to develop
agricultural production is an unarguatlj fact.

Also according to the Sectoi “lan of the Agricultural Ministry
for the duration 1978 - 1982, the Mul+i-purpose Cooperative Societies
will be playing a dynamic role in the dsvelopment programmes.

SPECIAL PRIMARY AGRICULTURAL SOCIETIES,

The special Primary AgriculturTil Societies were established
mainly to supply facilities such as investments, technical knowhow,
production facilities for the small soale farmers of export crops such as
Tea, Coconut and Rubber etc. They perform an essentially economic service
tc provide the incentive to complete with the private sector. Also there
is a great demand for Primary Cooperative Societies by tobacco grov/ers,
minor export crop producers and vegetable growers, and the marketing of
subsidiaries of coconut vegetable, onir»nn, chillies and other grains among

producers societies.

The Milk Producers Cooperative Society witli the main aim
of collecting and marketing milk act as Agebts for the National Milk Board,
and provide vete»4*.ary medical services and supplies animal food stuff
at relief measure prices. It should be no”ed that it is the Milk Produc-
ers Cooperative Societies that have been used for the Milk Development
Project functioning under International Dairy Farming Development
Association aided by the World Bank. It is provftd that the Cooperative is
the best way to improve milk production, by the results of the Projects of
Milk Development Authorities in Kandy and Nuwara Eliya Districts, conduct-

Ministry of _
ed under the/Rtiral Industries,

Contd, ,, -



Supplying employment with Low Investments to educated
youth to cultivate export substitutes on marginal lands and to realize
their main aims, at v".rious instances, the Agricultural Youth Organisation
s in Sri Lanka have been pushed into activity by the Cooperatives, The
main activity of the Cooperatives was to insti.l . cooperative feeling,rLn
the minds of the youth, and train them in self administration, suppr ._ig
the investing and marketing facilities for Agricultural production, c¢ [
supply of day to day consumer requirements. Of these what are actively
remaining are the Agricultural Societies for young farmers, started in
1965 under the Land Ministry with the directive of confirming ownership
of these lands to the Young Farmers, The responsibility of Agricultural
Management and Cultivation fell on the Cooperative "Gammanas®" started in
1971 based on common ownership by the Acjriculture Ministry, and the
Cooperative Societies of Agricultural Yiuth Schemes begun under the

directive of the National Youth Services Council.

Under the Land reorganLeation Act of 1972, reorganisation
of land administration based on the tieme of common ownership did not
fulfil the ambition of the Cooperativj Societies of Janawasa Cooperative
Societies, Therefore all the assets and responsibilities of Janawasa
Cooperative Societies and Cooperative C.ammanas begun in 197"1 are given
over to Janawasa Commission and Land iiwested to the Land Reorganization
Cooperative Societies have been given over to Land Reorganisation
Commission and registration of these societies are being cancelled at

present,

Giveci below are statistics of special type Primary
Agricultural Societies according to a ®urvey on Agricultural Cooperative

Societies conducted by the Cooperative Department in 1978.

TYPE OF SOCIETY FUNCTIONING SOCIETIES

1, Farmers Agricviltural & Farm Societies 3"

2* Small scale Tea Producers Coop. Soc.

3, Small scale Rubber Producers Coop. Sof . "iS
Coconut Producers Cooperative Society 07
Milk Producers Cooperative Society, 37

6, Tobacco Growers Cooperative Society 50

-7 NAaswrvsy Favrmm CA~cs A4 2 A~
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NATIONAL LEVEL AGKICULTURAL COOPERATIVI] ORGANISATION

It could be said that cur Cooperative iloveraent is an Cooperative Orpanisa-,
tion at National & Secondary Levels»

The three Apex Level Cooperative Organisations which (“onld
be considered suitable for the Agricultural Sector in Sri Lanka ar
listed belov/,

1. The oldest National Level Society is the 011 Island
Coconut Producwrs Cooperative Union set up in 1972. At the begining
they wrorked very satisfactorily to export Copra from member societies but
due to competitive attacks from the private sector the work was neglectado
Their present occupation is manufacttue of coconut oil and washing soap
for the National Market. However witi". organised competition from the
societies the work of the union is United.

2. Rubber Producers Cooperative Society Upion Ltd. This
union was set up in 1967 consisting of the Multi-purpose Cooperative
Societies and small scale rubber land owners, and their main
aim was to market at higher prices the rubber latex collected by member
societies. The rubber purchased by the Unioi:i are exported by the
Commissioner under Sri Lanka and China Rubber pack, while their services
to member societies and individual members in the face of stiCC compet-
ition from the Private Sector should be appreciated, attention shoul ba
I lid to their investment, financial facilities, contribution of tecu; al
knowledge, collaboration with various government institutes workjr;j
connection with the Union, to improve the production of the Small Jcale

Land Owner,

3. Cooperative Marketing federation - The Sri Lanka.
Cooperative Marketing Federation was set up in 1973 by the amalgamation
of the Cooperative Cons”ers Union, Farm Implements Producers® Cooperativo
Society and Agricultur/ Producers Union. This is the National Level
Marketing Organisation of the Multi-purpose Societies.”™ The MARKFED which
is considered to be the strong National ;;vel Cooperative Trade Organisa-
tion in the " ricultural sphere, since of late has entered into trade

activities /export and import on behalf of the Cooperative Societies

Contd.«...«/6
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Organisation:-

(i) Board of Directors - M.P.C.S, Member Societies

(ii) Central Committee - ( is made up of one person
appointed by the Commissioner and

representation of one person
each from each Commissioners

Jijlg Division)
(iii)/Board of Directors are the three main levels in +he
organisation of the Marketing Federation#

According to the By Law of the Union, 1ts main objective is
to facilitate activities of member societies on Cooperative Principles,
aiding the societies with their ideas for Agriculture Consumer and
tdchnical activities and application on business activities, and allowing

member societies to air their grievencees.

At present the Cooperative Marketing Federation is engaged in

the ~ follov/ing main fields.

1, Marketing of vegetables, subsiditgry food stuff and

grain and spices.

2, Exporting of non traditional agricultural products,

eg: Betel, pepper, spices#

3, Import and distribution through member societies of some

food stuff as corriander and tinned-fish,,

various
4, Distribution of/kinds of fertilizer, vegetable :seod®

Agricultural equipment through member societies.

Successful results are shown by the marketing of spices under
Coop, Uliited Farm Ltd effected in Kandy District under the sponsoring of
the C.M.S.C. In this manner the MAHKFED was able to pay k0% more than v/hat

the traditional buyer was paying,

A pilft" ijroject was inaugurated at Pugoda MFCS under the
sponsorship of the CMSG to systeraatticaly effect the marketing of betel
on a Cooperative basis. This programme is being carried out at a number O.

OPC Societies in betel growing areas with the experiance gained from tne

project.
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This has brought about a ”“ood servi«e and eeonomio gain." O
the farmer member society and MARKFED« Sri Lanka facing stiff trade
competition from Thailrnd and Bangladefsh supply of e requirements to
the market*

Also under the sponsoring of the C.M.S.G, the fertiliz. "
distribution scheme was organised in Hambantota, with the primary ?
strenghthening Agricultiiral Cooperation, organisation of core effec ;ivo
distribution and improvement of Agriculture- Advisory Services,, This
scheme clearly showed the services that could be done to improve agricu-
Itural production through Cooperatives

In this manner it shows even a limited amount of the export
sector,of tea, rubber and coconut to bj prominantly shown in the National
Agriculture luider the Farmer 3 Authoriiy and the activities of the
Cooperatives performed to improve Agricultural Production.

PH/






PART 11

ORGANISATION AND <LANING OF ACTIVITIES
FOR THE DEVELOPME;JT OF AGRICULTURE
THROUGH COOPERATION

Mrs. P.Jayaweera - S.A.G. Cooperative Dwpartment,

The reasons /thaglaﬁing and organisation of activiti..s for ,
the development of agriculture should be based on Cooperation is clearly
evident when one considers the fundamentals and social structures of the
economy of Sri Lanka, Becane®© rural economy and agricjilture are closely
interconnected, organisation and plannxr.g has to be done at rural levelo
The Cooperative system is a ideal mehhoc. of bringing together the scattered
small holding of small scale farmers fur the planing and development of

agricultural producation.

In a country like Sri Lanka stress should be on human
resources more than any other resource. The state of unemployment for
prevailing in the country, and under employment in the agriculture sector
is accute. Though there are various systems of organisation® of labour
in various countries in Sri Lanka, the locus is on Cooperative Organisation
methods. The importance given to the Cooperative system for social and
economic development is clear in the Constitution of the Republic of
Sri Lanka, It is a special feature of the policies of the Oonstitution tha:
Natipnal productions should be equally distributed among the people,
Planing for economic development based on fundamental theories of
Socialist Democratic ideas, the high ideals of government policies .-.ai,.d

be realized through Cooperative fundamentals.

The building up, of requirements of a country is mainly
based on social requirement. The Cooperative system is a peoples
ofganisation based an social requirements» The people of Sri Lanka have
accepted for a long time, the fact that the Cooperative system is the most

sAtisfactory system to solve our economic problems.

Special emphasis should be made on preparation of *
agricultural credit and supply of tther investments, eradication of pests
and use of modern methods, harvesting and marketing when planing hut
agricultural production. The importance of a Cooperative Organisation
when preparing plans for the coordination & organisation of these activities

is clearly seen,

Contd, ./2
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In Sri Lanka most of these activities are carried out by the Cooperat "
and the Cooperatives have taken on the responsibility for the good of :lo

members.

Most Asian countries have realised the importance of
concentrating on the Agricultiiral Sector through rural development.
more than a decade the planners and policy makers of Sri Lanka havf
emphasis on development of non exportable traditional agriculture Kcctor,

The requirement of planing agriculture development at rural level is
mentioned for the first time in th™ foreword of the Agricultural Pi-ui
for 1958. It is in this plan that ment:.on is made that a Multi-purpoao
Cooperative Society should be established as the development plaH}ng unit
of each village. The necessity for active participation, of the peop.le
for economic development is clearly shov/n in the short-term working

programme of 1962.

However the defficienﬁfes in the Cooperative Movement is
clearly seen when examining the planing of Agriculture at (1) Original
Level (2) District Level and (3) National Level.

Effort has been made at various instances in planJBing
agricultural programmes at village level, to secure peoples* participatrion”®
The task of preparing production plan for a season was done by
government officers in consultation with the Multi-purpose Coop“erati-"e
Societies established in 1958 and the Cultivation Committees set up v- r
the Paddy Lands Act of 1958. Later to coordinate the work of the
Cultivation Committees and Cooperative Societies on the Production i
District Development Councils were established comprising of representati-
ves from the main institutes at rural level. Activities such as prepara-~
tion of development schemes based on aburdant economic resources 1in the
villages, Implementation of Government Programmes, recognising small scaie
investments were performed by these. These development schemes were put

into operation through MFCS and special Cooperative Societies.

After the new government asfjumed power, the Production
Development Committees and Cultivation Conmittees were demolished and t,
carry out their work Rural Cultivation Officers were appointed by the /

government*

Gontci™ «
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The aim of the present government is to encoiirage the Rural Development
Societies to improve the rural economy ?.nd social state and all coordinat-
ion activities of region;! level programmes are executed by Deputy

Government Agents,

All regional level planing programmes are discussed at
District Agricultural Committee Meetings headed by the Tovernment
and the District Agricultural working programmes are prepared and
forwarded to the Agriculture Ministry fo;- approval and decesion on

priorities.

National Level Agricultural Policy- decision making and
programme planing are not, carried out according to the Japanese practice,
where Agriculture Cooperative Movement is directed by an Apex Level
Cooperative Organisation*

The Cooperative Department represented the Cooperative
Movement at Agricultural Ministerial Level discussions and activities with
aXied institutions. This system does not portray the true philosophy of
Cooperation and the centralised planing does not allow true concentration
on various rural level Socio-Economic requirements. The fact that the
Cooperative Movement is considered only a tool to carry out the development
plans of the government.and not a partner at National Le-teel planing schemes
is a great blow to the development of the Movement.

The attention of the present government is cpncentrated -n
increasing production through developme»t schemes which affect the economy
of the country on the whole* The reasons for this are the defficencies
that existed in the various flevelopment programmes, effected in the past*

In area where massive development schemes such as

(1) Mahaweli Development Scheme.

(2) Kirindi Oya Scheme &

(3) Ginganga Scheme, are
eavi»ie(J out, the responsibility of satisfying the agricultural & consumer
requirements of the people has fallen on the Cooperatives, and they will
also have to face the task of fmIfilling the variox;s responsibilities

arising in future development activities.

Thus/if clearly evident, how the Cooperative Movement has
taken an active lead assisting the various development activities of the

government, from the time Sri Lanka gained Independence.

PH/






PART 111

ACTIVITIES AND (i) N-TIONAL ECONOMY
(ii) PEOPLE AND (iii) RESULTS CONCERNING MEMBERS

Mrs.P,Jayaweera - S.A.C. Depart, of Coop.. Development,,

Agricultural Development is based to a great extent
intensive cultivation and for this, credit facilities, a gradual iKcrease
of investments and supply of services is required. It will be useful if
an analysis is done on the following lines abdut the field of activity of
Agricultural Cooperative Societies foi the increasing of agricultural
production and the results of knowledge gained of Cooperatives and
members by the National Economy and tle people.

1. Agriculture Credit.
2. Cooperative Agricultui-al Marketing,
3. Agricultural investment supply.

AGRICULTURAL CREDIT

At the be.”inaing limited loan, requirements of small scale
farmers were supplied by Limited Liability Credit Societies, Later it
was broadened by Agaiioultural produciag and marketing Cooperativ®
Societies, The popularity of these s«cieties 1is shov;n by the increacing
grants of loans and satisfactory increase in income volume and th :
supply of Agricultural requirements without delay aas an encouragement
for rapid development of Agriculture productdon. Up to 1973 Agricultixral
Credit Scheme was controlled by the government and thjpn it was taken over
by the "Banker of the Coop. Movement" - the Peoples* Bank.

The aim of the Peoples *Bank was to establish at least one
Rural Bank for eaeh Miilti-purpose Cooperative Society and this programme
devel»p9d «ith the Coop, reorganisation in 1971» The Rural Bank was
infact the Credit & Savings Department of the MFCS and operating under
close coordination of the Peoples 7Bank.

Contd../2



These Banks perform a wider service in that they grant credit for loan
purposes not falling under the objectives approved by the Government
Credit Schemes, Under the novel Agricultiiral Credit Scheme initiated in
19791 loans were granted not only for paddy* but also for extra crops

such as rvegetables, chillies, onions and potato. Even though 75 of tho
liability on the loan reposes on the Central Bank no improvement was seen
on the participation of Banks, Up to 1973 Rural Banks granted loans & ,lor
this credit scheme and under present comprehensive credit scheme they
grant loans for production, housing, relief from other loans, commodity
purchases and other urgent requirements. 86~ of the loans granted during
1975/76 - 1976/77 for paddy cultivation were given by Rural Banks,

During this period ~0% of loans for additional food crops too were granted

by them.

In 1977/78 restrictions concerning granting of laons were
slackened but because of the unsatisfactory results Bank Rules and
Regulations ate now adhered to very strictly for loan purposes. The
Central Bank too has handed over the full responsibility of granting and

recovery of loans to the Commercial Banks,

AGRICULTURAL CROP INSURANCE

In 1958 with the aim of encouraging crop production and
stabilizing agricultural income, thé_c»op Insuf;ﬁce Szheme was tested on
a limited scale. In 1973 the Agricultiu®al Insurance Council was set rp
for the functioning rf a wide spread C»op Insurance System, The
purpose Societies acted as agents to collect insurance premium invested
on paddy cmltivation. As the MFCS supplies ;e majority of agriculture
loans, they were able to perform the tasks of insurance satisfactprilly.
Though it is a relief to the farmer to receive a payment ivhen crops failed
it was not a solution for the other problems in farming life. The
government only gives encouragement to the insurance movement, but in
Sri Lanka we do not have a separate Agricultural Coop. Insurance Scheme

as in Japan,
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COOPERATIVE AGRICULTURAL MARKETING

When the marketing field in Sri Lanka is considered on the
whole, the limited outlook of the Cooperative Movement evident and the
reasons Tfor this could be considered under the following headings.

[EY

Paddy
Additional Food Crops

Marketing of

2, Vegetables
Coconut and
5. Milk,

PADDY

After the 2nd World War a guranteed price scheme was
started for ptirchasing of Paddy and the Cooperative Societies bought the
paddy on a Commission Scheme, At the beginning the Agriculture Producing
& Marketing Societies acted as agents, and the certified price scheme was
extended to include maize, kurakkan, saffron, green gram and other extra
crops. Later the MPCS too under this scheme purchased at village level
the pngdyce from farmers. Though the Peoples Bank prox}dgﬁ'credit servi-
oee, the lack of stor&.pc; facilities Vv/as a problem. This problem was..
solved to a certain extent in 1971 after the establishment of the Paddy
Marketing Board, but the storage problem still remains. Upto 1978 he
MPCS possessed sole agency of the Paddy Marketing Board, and the Peop .
Bank continued supply of short terra easy payment, trade loangfacil .tj:3
But with the bumper harvest collected ir. 1978 in areas wheK/MPC Societies
failed to supply iSacilities to purchase paddy. Private Agents were

appointed.

When considering the amount of paddy purchased by the
Board in the years 197V75 j 1975/76, 197~/77 the percentage of purchases
by Cooperatives is 98" , 93~ and 92%. Even with small irregulantees and
defficiencees . the scatterd branches of the MPCS, conducted this

marketing activities.

Contd,..*/"
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MARKETING OF EXTRA FOOD CROPS

The govornment at various intervals founded a certified
price scheme by fixing lowest price-rates; but the principles followed in
importing food stuff, play a great influence. While facing such problems
as drying, decomposition, lack pf storage of food stuff etc, the
Cooperative Societies purchase these products but no permanent prctr;iU"ime
is followed. The Cooperative movement is forced to function amidst
differences between import policies of the government and competitiyGness

with the private sector.

MARKETING OF VEGETABLES

The Multi-purpose Coopeistive Societies 1in vegetable
growing areas, vegetable growers Cooperative Societies and Cooperative
Marketing Federation all are employed in the task, of marketing
vegetables, but compared to the activities of the private sector the

Cooperative participation is still minute. It is difficult to assess the

activities of the Cooperatives as statistics in connection with vegetable
marketing are absent. The Cooperative Marketing Federation is involvea 1ir
wholesale and retail sales of vegetables, but the private sector too is

very influential and their work 1is pairnllel to that of the ®epart.iaent of
A*jarketing Development”™ and in compariscn Coop, Service does not show

any marked development.

MARKETING OF"-COCONUT.

Cocojiut Cultivation is esse«.tially a small scale produceers
cultivation , but the marketing of producc- is in the hands of the
private sector. However breaking down this monopoly about 7 Coconut
Producers Cooperative Societies today purchase coconuts from members and
cultivators, & markets Copra and Coconut Gil. Purchasing and retail trade
of coconuts in producing areas by the MFC Societies bring in great

reliefs to the Consu.Tier,



MARKETING OF MILK

The Milk producers Coop. Society acting as agent to the
Government Institution Milk Board, and some MPC Societies purchase milk
from supplier.and supply the to the Milk Board. During 1973 and 197" it is
a marked feature that 72% and 65% of the milk purchased by Milk Boa*-
been supplied by the Cooperative Sector* The services of the Coope:. .cive
Societies done by teooving blockades brings great respite to the milk

producing society,
SUPPLY OF AGRICULTURAL INVESTMENTS

From"the beginning of tha Agricultural produces manufacturers
and marketers Coop, Society the Cooperative Movement has fulfilled an
important task of supplying agricultural investments. |In this connection
the policies of the government ie an assurance of providing at required
time, fertilizer, Agro Chemicals, seeds and equipment and supply of
investment relief, (from fertilizer and a small amount on seed 3 agro

chemicals).

Fertilizer is imported by the fertilizer Corporation and

some". Private Companies, The Multi-purpose Society purchase fertilizer on
cash payment or on loan from the Department of Agrarian Services Commission
aad markets to the farmers. As the Private Sector too are enaged in -“is
activity the Cooperative Sector has to face stiff competition. About. of
fertilizer uses of small dimensions do retail business through Coop"" e
Sector. According to statistics for the year 197V75 and 1975/76 the total
supply of fertilizer through Cooperatives is 78% and Though
institutional and management defficienciep are present when supplying
fertilizer, "the Cooperative contribution to the increasing of agriculturo

production is immense.

AGRO CHEMICALS

The Mylti-purpose Societies supply the farmers with Agro
Chemicals imported by the State Petroleum Corporation and a few Private
Companies but due to lack of statistics it is difficult to assess the

success of these ac.ti.vities.
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Agro Chemicals supplied to farmers on credit cash basis by Agriculture

Investment Sdcieties,

In many instances the Mulzxi-purpose Societies are used to

distribute Agricultural Equipments, Mamoties, Tractors etc*

Considering these facts the investment supplies in the
Cooperative field do a great service in broadening services for the

development of agricultural production.

SOLUTIONS

1, -Sstablishment of a strong Agricul*nral Cooperative

Scheme at Primary, Secondary and National Levels.
2. Preparing a programno based on joint responsibility fre;-

from external influences, when supplying Agricultur/~iredit and other

investments.
(i) Providing the farmer with a suitable training to elevate

the economic and social status of member farmers through Agriculture
Advisory Services.
(ii1) Establishing Cooperative responsibility by arranging

an Agricultur/~iroup & appointing a leaier and sub leader, and allocating

joint responsibility to the leader when supplying credit and any other
service facilities,
(i11) According to the practices in Malaysia and Indoj * .t

seek assistance from religious leaders at loan recovery and "past ;iig._ry"
stages,

3# When Agricultural Development plans are prepared,

representations from rural districts and i"Jational Level Agriculture

Cooperative Societies too should be made,

and Preparation of a programme to jiirelop the service
conditions/living standards of the Cooperative Employees- the undeystanding

provided to them regarding Agriculture & Co-operation, while in services

is important.
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5» There has to be coordination between the government
departments related to the Agricultural 3ector» work carried out by
Oooperations and Unions and activities of Agricultural Cooperative Societies
at National, District and Rural Levels*

6, As prominance has to be given to the distributior
Cooperative Consumer Products and as less interest is paid to the
improvement of Agricultural Cooperative Societies a Cooperative Organisation
incorporating all administrative and development responsibilities have to be
established, similar to the organisation found in Malaysia, to coordinjite
with government departments & Corporations involved in Agricultural
activiti 30

JIN/PH
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"Development of Agriculture through
Cooperative Effort”

Mrs. Maiini Endegamas
i-ect; mV Sri JayawardenapLr.: Campus.

Tb. suggestion of developing cur Agric;ilture through Cooperative

effort is p.ot novel to a country like Sri Lar.ka vfor,-; main livelihood
from the beginning of our history has been agi“iculture. Not onl” our
traditional socio-economic design, if we conader the agricultural acti.-
vities an rural villages even t;.oy it is seen to be done with full
cooperation of the villagers. Not only ©d agricultural activities but

in all their day to day activities/feey gather round in harmony and nmi;:- ;U
cooperation. How ever with the western influence this essentlai-ly

tive unity agrained in our socio-economic pattern changed in to a coape-~~
o i Af the twentieth century
titive mode of life. It was only at the beginninj®when our agriculture
had deteriorated almost to an end that even the colonial rulers understood
,that a broad technical and commercially oriented competetive socio economy
did not suit an agricultural society of small scale fanners. When the
British rulers came to understand this only did they decide in 1910 to
eievate the poverty of the farmers tlaaugh the Cooperative Movement by
sjipplying them credit facilities, seed paddy, and improve production.
They established the Cooperative Ordinance in 1911. |In establishing thi."<
Act they seeked influence from the Europeon Cooperative methods and Induir.
Cooperative Llat; instead of considering the tradtitiotB of the Sinhala
society. The result was a Cooperative organisation based on Western methods
quite alien to the Seylonese. By this era in history, the Sinhala people
were disgusted of the administration and activities of the British rulers
and this new-faced Cooperative Movement was also observed wit ; susoicic,...,
and did not acaepty'%‘ully. Therefore the Cooperative system initiated

by the people thacseU"es borne out of their necessities in Europeon count-
ries, had to be spread and put into action by the government in Ceylon,
vihat evolved of this was a cooperative system, controlled and adminis--
tercd by the government instead of an independant cooperative movement

of the people ruled by the people. Therefore the government policies ano.
principles became "decisive factors influencing the cooperative movement

and agriculture,.

Government Policies

From the ccranicnceme , Wthe Cooperative Movement in Sri Lanka uptc
the World War Il the Gove e=,<it tried to make it a peoples movement under
the leadership of the pec; They did not interfGSIE in/activity other

than registration of the socie”s and general supervision, Cooperativ'-G
societies were ruled on ifcuo (“ggiocratic systm and the officers too

served in them voluntarily. Conce/7 eee
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However the government interference in the Cooperative Movement
increased when the government had to seek assistance from the cooperativie
societies when faced with the food shortage and food distribution problems
ductng the Second World War . Distribution of food andopening/o? new
cooperative stores paved the way for a broad Consumer Cooperative Society
System. Also the government to overcome the food shortage and/increase
agriculture production, started a guaranteed price scheme for easy marketing
and/fftstitutionalised/Credit scheme to obtain loans easily by farmers. To

put this programme into action new Agriculture produci-Hg and marketing

cooperative stores were started. In this manner because to distribute food

stuffs, and give aid to the farmers the government appointed the Cooperative
Societies as their assistants and representatives, the number of Cooperative
Societies and their responsibilities increased rapl*ljr# However in the
circumstance, thorugh the Agriculture producing and marketing, Cooperative

societies aid was well distributed and through consumer cooperatives., .a

great service was done to distribute food. But due to government interference

though the movement developed it started deviating from being a peoples
movement. Before the World War Il a sub department under the Agriculture
Department was sufficient to look after the Cooperative Movement. But after
the war due to the development of government influence the fact that a

separate Cooperative Development Department had to be started in 1945 shows the

extend of the government influence clearly.

The year 1957 was decisive for the Cooperative Movement in Sri Lanka
With the change of government in 1956 the policies of the government toward

the Cooperative Movement also changed greatly. Because of the grave foreign

exchange problems faced by the government, their main policy was to develop
the economy by developing the agriculture and increase food production. For
this purpose they selected the Cooperative Societies as their main helper.

As a result in 1957 a broad reorganisation was brough about in the Cooperative
sphere. With the reorganisation the single Cooperative Societies were amal-
gamated in to Multipurpose Cooperative Societies. Their main activity

was to be the Governments* representative at village level in national econo-

mic development activities, specially in agricultural work in the rural

economy.

After the reorganisation too even if the Cooprative Societies were
democratically controlled because of the governmental influence leadership
among members did not improve. Therefore even if the government granted loans
to farmers, the farmer did not take an interest to repay the loans and the
Cooperative Society officers did not take an effort to collect it. Therefore

the Cooperative Society loan debits increased alarmingly.
Cont./3..



The reason for the weakness of these coeities established, ”"ne
society for each village,) is that they were economically not viaHe to be
controlled as business enterprises. However by 1968, because the MFCS
~ich were the spinal chord of the Cooperative Movanent were in a very
weak state, the services ofthe government expected from them towards agri-
cultural developmentwere not performed. Even though a Royal Commission
was appointed to inquir®into this sod/state of the_Coorerative Movanent”
before their Report was completed the government

After an intensive acamination the opinion yr /al Commission
was that no pptthlng up was sufficient, but that ~ ecdanisation of the
movement was necessary. The recommendation of the Commission, was forwarded
after detailed inquiry into the great influences of the government policies,
government assistance, political interference, democratic administration,
member participation, staff problems and all other aspects of the Coopera-

tive Movement.

The policy of the Coalition government which came into power in 1970
was, to develop the agriculture through Cooperative efforts and thereby
improve the economy of the country. The task of making/luccess of the
five year plan based on this policy too depended on the Cooperative Movement,
Though a complete re-organisation of the Cooperative system to fulfil t;:esa
ambitions was started, unfortunately, most of the recommendations of the
Royal Commission wr~tgnored. The biggest mistake of the re-organisation
was instead of small primary societies, large primary HPCSocieties with
branch societies were set up and of the members of the Bpard of Directors
of societies most of them were nominated by the governnent. To give more
prominence to these, MFCS in the economic system the government gave more
aid and incentives. Therefore/iarge share of the finance meant for %%Fgonal
econorai” development was invested in the societie .As the societies/te”pon-
aible to invest these f~nds the government felt that they should keep
a close check on them. Though this was quite reasonable it was a great
blow to the democratic aspect of the cooperative societies, for they lost
their independence when the Board of Directors too were nominated by the
government. This practice of nomination led to an opportunity for a hon-
eilegible person . m, the Directors Board through political influence.
As the true cooperators were pushed out and societies fell into hands of
unsuitable persons nominated by the government, the interest of the public

was ;d and the societies were /full of : malpractices. As political
interference developed, the Cooperative Society turned into/gggﬁfﬂgent
vested business, the fanners also got into the habit of back the

loans considering it more a government allowance. Thas under the guidance

CAant N\ a



of the government itself contrary to becoming an enterprise of the people
the societies turned out to be real government undertakings. Because

of the mal-administration and malpractices in the societies the five-year-
plan of the government to develop agriculture, with the aid of their best
assistant, the Cooperative society, turned out to be only a dream. Th s
in 1977 when the present government came into power the MPCSocieties

were di , m*_"and had lost all traces of « public enterprise and had turned

out to be governmenj;; iiistitutions.

The present government in their manil estos at election time and
after assuming power/ a major poJlcy they assured the people e that
elections will be held in Cooperative Societies, democratic rule will be
reilaced in the societies and the Cooperative Movement to be given back
to the people. Because of the present situation a reorganisation in the
movement is important. However though it is nearly one and a half years
aftir it came into power the government has not taken any ffitt steps
in direction. This will cause hinderence to the future of the move-
ment and also prevent the government from supplying the necessary services

to the rural population”®

As a developing country, the assistance the Cooperative Movement
needs from the government is equally important to the help the government
will receive from the movement. Therefore in view of the assistance given
to the movement the influence of the government to the movement is justi-
dis9str9q$

fiable. Yet understanding the . results of using this influence

autonomously, the government should fulfil its promise to limit its inter-
ference. Making it a public concern allowing the societies to be ruled
by a Board of Directors elected by peoples choice, and creating more
awareness among the people about the movement, the cooperative could be
made in to the be’st institution to develop the agriculture at village
level. As an example quite similar we could consider how cooperative
societies have been usedto develop the Agriculture in Malaysia, a country
sITd.larto us in many ways. After a recent reorganisation in the Cooperative
Movement in Malaysia, the rural cooperative societies and urban cooperative
societies have been separated. The rural cooperative societies ar«
administered under an Agricultural Authority and they receive vast iit.ds
and credit facilities from the government. Even then the government
officers are employed only to check whether this monies aire suitably
invested and to direct the societies. The government does not interfere
with the internal administration orCooperative decision®
Cont./5..
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It is relevant here to consider the established institutions
available for the agricuhiral activities in the country. It is regrettaole,
that not only the various government departments and organisations set up
for the development of agriculture but the newly established Agricultural
Development Authoity too has overlooked the Cooperative Movement in their
main activities and programmes.

Already there are various institutions to supply separately the
different agricultural services at village level such as to grant credit
facilties , distribution of fertilizer, to give advice, supply technical
knowledge and provide machinery and equipment, suppiKsec/”M*N | produce, .
This is a problem for the farmer. It is much more convenient tor them
if there is a single institution to offer all these services in one place.
Therefore it is advisable/t"e Agriculture Development Authoity is combined
with the rural cooperative societies and the institutional organisation
is rearranged so that national agriculture services be supplied by the

~*Agric8?lure®tii~clorElifanS®al <viffa]i level these societies./*Setting up
one institution .-.to supply all the rural agricultural services
to the farmer in one place will be a timely step -at present.

It is a special feature inour country that the institutions organised
to supply agriculttral services changes as government change with each
election. And at each change one or more institution have been added on.
It is not healthy when changes occur not only in the policies of the govern-
ment referring to development of agriculture, but inthe institution too.
Dndei/this condition the illiterate farmer face grave difficulties. It
will be very advisable if an institutional organisation is created that is
not affected by the rise or fall of a government. However what event policy
changes ca: what evett institution changes, our farmers are very familiar
with the oldest village level institution, the Cooperative. It is their
unquestionable opinion that even with what even mat-functionings, the best
institute to serve them in their villages is the Cooperative. Therefore
to develop the agriculture and develop the rural economy, an institutinnal
reorganisation has to be done to give more prominence to the Cooperatives
at village level, and the Cooperative societies should be reorganised to
instil indo the minds of the people that the Cooperatives belong to them.

Member Participation

As described ecrlier the policies of the government and the insti-
tutional organisation are efiportant to the development of Agriculture,
through cooperative effort; But a still more important factor is the interest
of the members. From a recent field survey conducted byJme on the .intercut
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shown by members of the cooperative societies, | gathered tht in our
country membership to cooperative societies is seeked mostly by middle-aged
farmers. Of the full cooperative meribership in our country 46% consists

N

between ,afes oJ,, 30-49 years and 307. of member
of members/~ove gd y o f; SA°C0F members between 18-29

years: There 1s on

years. The most important fact evident from this is the younger generation
is still not interested in our Cooperative Movement. Some important

reasons for this are:

D

2)

3)

The youth in our country who receive higher education under a free
education systems migrate to the cities in search of white collar
jobs instead of seeking for agricultural activities done with Cooperative

society facilities, and this lose inteeest in cooperation.
h_‘ ]

Our cooperative societies do not have the facilities to perform services
attract and hold the interest of the younger generation, and also “

it is the general belief that the cooperative soci ties are institutions
steepe™ in vice.

In traditional social set up of our country the maintenance of the
family is the responsibility of the father. He tries his best to
increase his income for the up keep of his family and seek the assis-
tance of the cooperative society to reap better harvest from his farming
activities and market the prodace at higher rates and apply for member-
ship. This is why more people of middle ages constitute the membership

of societies.

If developmoit of agriculture is seeked through cooperatives, the member-
ship of societies should be increased. From the present membership

it is an important fact to remmeber that the middle aged members arc
experienced in agricultural activities, cooperative system and also

other problems of living. It is important that under the guidance of
these experienced members the idea of cooperation should be popularised
and more members recmited. The operation of the cooperative movement
should be handed over to these yottjOgleaders, and the population in our
country should be shown that the cooperative movement is a more essential
and broader organisation than: the limited, corrupted one it is thought
to be. In this manner the unemployed youth in our villages could be
encouraged to occupy themselves pn agricultural activities. For this
purpose from their school age a cooperative education should be provided
for. Instead of confining cooperative educatior/~o"M~e~ooperative
Bepartment and the National Council of Sri Lanka alone, the Cooperative
societies too should engage in the development of the cooperative
movement trhough education and extension activities in the villages.

Cont«/7.,.



Apart from gaining membership and through that receiving loans,
fertilizer and other services the interest shown by members on the ad-
ministration of the society is not sufficient. Here the iDCisbev cannot be
blamed totally because when comparing the participation of the raombers of
the Uni-Service Societies where the Board of Directors is electedby
democratic vote, and Multipurpose societies where the majority of the
Board of Directors is nominated by the government, it is very clear that
the members participation of Uni-Service societies are very satisfactory.
After the reSorganisation of the MFCS in 1971 it is seen that Annual
General Meetings have not been conducted even once in three years, and the

Board of Directors have office for 4-5 years at a stretch. Therefore
what really occurred was the pvarilega of participating in the administration
of the society was lost to its members. It is evident from this comparistin

too that the MFCS should be reorganisad to increase member participation
and encourage the members to be more interested in the activities of the
society. Without such a reorganisation all efforts to develop the agri-
culture through the cooperatives with the assistance of the farmer will be

a Tailure.
Cooperative Employees

For the success of cooperative efforts the cooperative employees are
as important as the cooperative members. All efforts by anybody else will
be useless if the employees aEf" not honest and concien 4ous, Though we
Viear very rarely about an honest and dedicated employee, it is no secret
that the general impression created by the cooperative employers in Sri
Lanka is not satisfactory. They have been ~ritisiscdvery often as a corrupt
group who are not cooctecus to the members seeking cooperative services.
Therefore the cooperatives in oar country does not receive their due
recognition in the economic field due to these misdemeanours, Ot/one hand
the defficiencies occuring when recruiting employees, and the unsatisfactory
provision from the society to employees have discouraged the employees into
poor servi®.ce-. pushed them into employees involvement in fraud. Their
wages are very low and their opportunity for promotion is very rare.
The problems they face due to political interfernece is sadning. It is
difficult to expec* < merteolia and honest service from an employee working
under these eco<Htlon#. Also the rules and regulations existing to seek
action against errant OTployees are not satisfactory. It rill be difficult
to obtain the real services of a cooperative, until the nisgul*d" flefs/""
on the fraudulent state of the cooperative societies are destroyed,

Cont,/8,,.
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Therefore when recruiting new employees, it is important to select Candida es
with accepted educational and professional qualifications and put an end

tp selections based on political leanings. In addition it is important

that rules and regulations are established to improve the service conditions
for employees, improve salary scales, and then to seek serious actions
agaxBt errant employees. Also each officer as well as employees, in the
cooperative field should be trained to serve the customer with cooperative
goodwill and be an example to the soidety. In this connection it is
essential that officers with special Icnowledge of the value of our rural
economy, agriculture, rural tradtions and customs, are recruited. One main
reason for.the failure of most of the cooperative efforts under lhe/iive
year plan was the appointment of*j*llegible persons to important offices. |
thiak it is high time we learnt a lesson from this experience.

Questions and Solutions

A number of questions have to be faced pertaining to the field of
agriculture as well as cooperative”™ when cooperative effort is made to
develop the agriculture of our country. As it is not possible to discuss
each problem in detail we shall consider inshort a few important questions
pertaining to agriculture such as «carci”of land, small scale land owner-
ship joint ownerships, audi cultivation, low yield, indebtedness, and
employment and problems of political interferences, non-repayment of loanc,
insufficient understanding of the cooperative movement pertaining to the
cooperative/pl*obferas such as scarcity of land, small land holdings, joint
ownership prominent in the populated wet zone, where there is limited
expansion of land holdings due to increasing population. From the time
that tea, coconut and rubber were cultivated on large scale, the fanner has
been confined to small scale homegardens/pacldy fields only. As the families
increased in number, according to the rules and regulations in ,our country-
regarding ancestry, the limited [land owned by a family is divided among
the members. This enabled joint ownership or small land holdings. This
distribution created hindrence to reap the maximum harvest. Also the audi
cultivation system popular from ancient times is also an obstacle. Therefore
to solve the problems of scarcity of land, and ownership of land and
increasing yield of production a broad reorganiaation was ~fected in 1972.
Accordingly most of the lands taken over by the government were handed over
to the cooperative societies to be cultivated,arid made use of. Hov/ever
in our coutttry when people were used from ancient times to private land
ownership it was flifficult to adjust to owning and making use of land ander
the cooperative system. The efforts of the government failed not only becau™ e

the people were not used to it, but because of the shortcomings in the pro-

grammes that was put into action.
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The best way to solve the problems of scarcity of land, and land
ownership in the agriculture sphere is through the cooperative movement.
But this shoul!be more systematiscu >:han the reorganisation in 1972.

It is relevant for us to consider the land reorganisation in Malaysia

as an example.

The lands taken over by the tolaysian Federal Land Reorganisation
Authority are first of all cleared by contractors and some crop is
cultivated on a large scale. Next to settle farmers land of about k acre
each are fenced off and low-cost houses are elected in one place. Out of
the applicants for land suitable candidates are “elected and settled
with a house on 10 acres of cultivated land. But this 10 acres is not
separated but considered as part of the whole field. About 200 acres of
land are allbcated and 20 farmers are employed to work in peace and har-
mony. Under this schemes the offi<:ers of the land authority assess the
work of one person, done for a day IT an employee is unable to report
for work, his money should be given or a temporary hand recruited. After
the harvest the prodoce is divided among the 20 workers. The expenses
wanted by the government for the developmat of the land have to be repaid
in instalments when the harvest is reaped. There is no problem in collecting
this repayment as the land authority themselves market the produce. The
main feature in this system is each farmer is entitl™ to personal owner-
ship of 10 acres of land within theZOOacres and these who v;ish for private
ownership is satisfied by this arrangement. On the other hand the land is
not devLded into minute sections®, under ancestoral ownership and a
Cooperative land utilization scheme is effected. Thus through this scherr.e,
private 1 tid ownership, land utilization on cooperative lines and also
avoidance of division of land, a prominent feature in Asian countries le
made possible and also the most important factor of increasing production

is clearly seen.

Political interference is the main factor from v~ich number of probler.s
stem in the cooperative field. This is because a lot of politicians in
Sri Lanka use the Cooperative as a medium to gain popularity. It will be
possible to putt the cooperative movement out of the abyss it has failed
if a reorganisation is effeclsi to sweep out political interference, and
the politician honestly decide to hand over the movement to the people
without using it to fulfil their politican whims.

Another pressing problem faced when efforts ere made to develop agri-
culture through the cooperatives, is the indebtedness of the famers. The
main activity of the cooperative should be to elevate the farmer from this
situation and assist them in agricultural work. Specially during 2nd Woild
War there was no problan of collecting repaid loans even though the loan
was limited and granted by unlimited credit societies. No problem ar®se
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for the members of the society were knovm to each other and worked for
mutual benefit. But in 1947 with the establishment of credit system the
government too participated. Even though higher loan facilities were given
collection of payment gradually became difficult. At the present, because
of the malpractices of credit services®, most of the debtors do not take an
interest to repay the loan. Because important practices in the Cooperative
credit system as’pre inquiry “and post inquiry” are not followed no loans
are received through freadulent means, the loans received are not utilized
for applied reasons. Also because the government waives off unrepaid

debts and because the power of the cooperative socities to recover loans

are limited, difficulties are experienced in collecting debts, the probletn
of non repayment of a*jriculture loans is a question faced not only in Sri
Lanka but b vy .<%ut it Is most acute in our country, Here if the
government refrains from interfering snd allows the credit institute, to
decide out the debtor, if credit facilities at vill?e level is allowed acnly
through the cooperatives, if the cooperative societies are vested with more
power to grant and collect loans, if the cooperative socisties are Specially
directed to market the produce and allowed to collect loan repajmients at the

society itcelf, this question could ljc solved to a great extent.



FINANCIAL CONTROL AS A TOOL OF 60
EFFIMCTIVE MNAGEMENT

V/,F.A.S, Jayasinghe - Laeturovy”ehool of CoopBration.

Fi»at of all let uvaconcider what i« meantby Financial
Oontyol thl9 covXx<®  defined as profit making under least effort,
eontinuation of peymanancy and liquidity examining whether business
aetlTitiee planned to turn over maximum fruition of the business
asaeta, raw mat8rial8« labouTi machinery and equipment, finance etc.
a”e Bueeessfully ejeeouted. If the business objeotive is to reap
najtimum profit with rainimum costs, financial control in.l], inva*iahly
help oreate.an effootive management of the buslQQse with the active
appH«atioii of the above mentioned assets*

1% 4* yeletrent here for us to consider what Henry I"yol
has to say on"ControllIng”« "In an undertaking, eontrol consists of
whether oreyything occurs in oonfirmity with the plan
adopted, the instructions issued, ax<ii“pinLooiploo established.”
IT the «>esults gained a»e not according to the accepted plan (budget
estimate), examining the reasons for the difference and planning
suitable action topui it to right is also an aspect of «ontrolling.

Let us consider the tarious possible steps that could be
used to build up an aet4V@ ftaanoial control, tn order to establish
an effective managementf Firstly the Board of Directors should
decide the objettives of the business* When this is decided a
programme has to be preparefl in o»der to realize* there objectiires.
This plan has to be propared to mnify. all the activities of the
\}usiae«s. Then, bjr arranging this plan in finaneial *xiaits %he
foundation for an effe#ti»e management oovld be laid* To put this
plan into actio* an organisational stru“ttire has to be set up,
entrusting the uesessary directives and their responsibilities ihonid
be analised, by establishing a strustuye of this nature, it will be
possible to create an atmfttl management. This will enable more active
performance of the business activities and also help to assess the
serviees performed by eash employee, Jf such an assessment is to be
suseessful the amounting system of the business should be well
maintained and then the true yesuXts of the planning «ould be Compared
with objectives of the \)U8Inesij| By this the management sould
analyse to what an extent the objestives "aVe bee» realised. This
will sreate the oppojrttfQit:A to *he#k the SuiQe tf or <radi98»e  tthe
sins with the original plann



If any variances are present, after looking into the reasons for

.their origin suitable reraedia:! action could be taken by the
management., It is cleflrly“evident from ~he afore going that i"

control couid be used as an effective tool for ail active
D

financial
manageipent,

The following table shows the contriolling system

to be follov/ed;

Different methods to be observ.ed when qontrolling:

.-Qiven.-bQlowgtare, the dlfferent methods to be adopted when
fin*ncia.~.qontijQIl is utilised as a tmfl “for effectlve management.
:Establishing Standirdaii
2. Activities of Budgetary Control*

3# Internal Cgptolling System.

*STANDARDS

Standards could"b6 prepared while planning Iy praor dec-i ™-
ion on probable results And*aspirations expected of eadh divisbn &

employee# Some of the standards prepared in this manner to establlE

financial contol are given below,

(2) STANDARD OF" COSTS

Standards pertaining to costs of busin.ess activities

prepared by cash assessment. - .. $
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eg; direct and Dnlireet costing for a production unit* oosting of
a Lal>our unit cst «ost» costing of raw material for the production

of a unity costing of one raachiner. hour.
(b) STANDARD OF CAPITAL

Finanoial oontroiling is possible not by establishing
stamdarda with regard to business activitlea but by formulating
standards on invested capital of the business. For this purpose

various raHos could bo used,

eg: Current rattci liquidity ratio, capital geqring ratioj Stoek

turnoTer ratio, debtors and oreditore ratio eto«

) STMDAKD OF INCOME

These standards could be formuXated according- to th'e” sales

of the establishment*

eg} Sales done by an employee, sales to a conaumeVt sales done for

one square foot.

By the aid of these standards when planning the actlrit”3
of the whiX”™ 1t i1s possible lio a««&s the resflts of
business achievements# any variability oould ajao be clearly detected,
In thi“s manner the management could easily t“undarstand what changes
9% remedial measures are required in the business raothods to realize

the expected results within the allocated time limit.

CONTROLLING THROUGH BUDGCT ESTIMATES

The ultimate ambition of any business is maximum profitt.
It i» an irrefutable faet that even fo» a Cooperative Society
profit is needed to eontinue with its services to its members,

to gain profit a business has to be cajw‘ied out o* low costs#

Co|td#*«,A



lo fflaitttaip finaneialL control 1is, essential,
?or suitable financial opntrollin®,”! planning of the future
activities of the business iei necessary. The financial planning

of a business is defined aa a Budgetary Estimate.

, A Budget Heppft is a purposefully designed plan -
iraplera.entatioa programme to realise an objective within a, st;ipulat
time limit, 1ising ajaeh assets as labouTt finance and “ . raw

material.

The Budget, is an important tool, to bO; ue.ed to define
financial eontyoX is a nessary factor for an effective

management.

The annexed table will show how a final Jtaster Operating
Estimate, ytnaaeial Ssttmate and Estimated Balance Sheet kre drawr.

aecording to the correct budgetary estimating methods*
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J The ability to pre - assess the inconre and expenditure of
the different divisd4.ons“of the businoas through? preparation of this
ty;pe of t"stimates enables smitablo controlling of the raenetary
activities of the .busiaoce". Also the ability to control, all
activities of the fij»m as a tmit by the main jpperating estimates too
creates-a better eontrolling of the finances. The estim.Tted balance
shfeet clearly indicates the structure of assets of the business,

Jn this manner;the ability to operate the business activities to @i
maximum fruition of the financial resources invariably creats an

Effective maaagOmen*t.

By preparing a financial estimate it is possible to asses
the optimum Finances to be retained in the business, and this creats
the opportunity to inveat any surplus ia profitable ehort-terra

iiivestraents.

This eoux<l aJ»o indicate any future ftaan«ial deflciencie‘=-
and arrangements could b® made to obtain under low costing the

;Financial assets required for the busineiBSt

Also if periodical.assessmenta of the activitiies oif the i
buainess are checked with the budget estimates* it will no dbubt

crefete an efie*tive controlling of the financial activities; of

the business.

;- INTERNAL CONTROL

The ctjntolling of the business aetivitiea by the management i1t self
: is defined aa internal control# Organizatioa and control of methods
is a special fTield of internal control,: What should be done»by whom,

and how,is decided by this. Control though budget estimates is

aofttrolling of investment and production,for a specific time limit,

Aciiording to the Certified Public Accountant* Institute
of Anieriea, Internal Control is a mixture of organisational methods
and management “tivitiea, aoeh as proteotioa® of business assets,
certification of the. spri”“ectibn a»d acceptance of data of accounts,

development of efficiency and oneourag,emont to follow management

principles.
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Accor-diag tc tha Chartered Acc<mnt«at« Institute of Wales,
Int«rnal Control does not mean on}.y internal examining and Internal

Auditing* It i1a inelusive of all financial & * other methods adopted
by the management, to carry out tie business activities of the
company eysteraatioally, protection of assets and to maintain to their

best ability the correctHese and acceptance of tho company records.

From the above raentiontd definitions the usefulness of

the internal controlling system fcr financial control is clearly

evident*

WEAKNESS IN THE PRESENT FINANCIAL CONTROL

Mtiiti-purpose Cooperative
:The new accounts systen practiced in the /. Societies at

present could be considered effective for fTinancial control* But

by this system no uiiified method is 1| the management in the
production division. Tender Contracts division or festaurants* e
Therefore it is evident that no systamatic management is followed in

the menetary rlesources allocatec for this diirtsion.

Fui»ther nior«,—it is evident tha;t/-the"management-in most
Societies have not understood the importance of the Accounts Division,
It is regretabl® that the employers do not take an effort to: recruit
qualified personnel or retain the qualified employees alrfeHdy in their
services. There is no doubt that if the employer pays more attention
to the Accounts Dirision, which is the Life < Blood of .a business
it will be possible to establish better administration* In most
societies the Accounts Division is considered mofe an employee®s
training division than a accounts establishment* This is evident, by
the recruitment of casual employees to tho Accounts Branch, Also
due to negligence iIn maintaining Accounts Books on time, some
Institutes are unable to collect the correct information from them

for effective financial control*

The activities of the Accounts Division too ,”e, confined
to day to day oheeking only. In this context the «lerks in charcje of
this work conetentrate more on the oorrectness of the report than on

tho details required to .be gauged by the information ill conveys.
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It is undoubtable that a Wore systematic administration could be
established in the business, 1f the work that is expaeted to be
performed by the accounts “lerk is clearly, defined to them, A
nialjked deficiency observed in our aocietios today is the non-receipt
of the Daily A,ecounts by the Head Office in tirad.

It is relevent to mention here another shortcoming in our
internal organisation, -the m>functioning of the Internal Audit
Division. The work of the Internal Auditor is mainly inspection of
the correctness of the Daily A.ccounts» However if the organisation
is able to get the real auditing services executed by him, the benef-
its of this services to financial control is incomparable* Also
when societies are organized he is placed under the administration o;
the accountant# In this" circumstance it is doubtable that the work
expected by him will be done satisfactorily* Therefore, when such a
is evolved, it is more suitable if the Internal Auditor is only

post
w tnot ) )
answerable to the accountant an”/placeti to work directly under the

accountant.

The fhonthiy O perating H*eport (A/P 28) could be defined as
a mirror reflecting the management information of a cooperative
society. Yet it is swpyising that the Accounts®Division pays
so little iInterest to the preparation of iIt# It is regretable ¢ -
the preparation of this report is considered merely a formality
required by the Department of Cooperative Development, and the
People®s Bank rather than a source of information of management
activities. This is clearly evident by the vast differences shown
when comparing the results of the Annual Audit Heport and monthly
Operating Report, Some of the Board Of Directors too consider this
repor“~as \ valuation account of the profit and loss. Therefore it

is essential that the employer and the employee should pay specie®”

attention to the importance of this.
STEPS TO BE TAKEN TO OVERCOME THESE SITUATION"

1, Preparation of standards to suite the various divisions,

2, Introduotioa of an aimful management,

3, Preparation of workable estimates fop various divisions and a
general estimate for the society,

A suitable training in this connection to be provided for" the
employees iIn the accounts section,

5, Systematize the internal administration*

6, Controlling based on budget estimates*



NATIONAL r.invilKiia on op
""IL"AGRICULTTmAL COOPERATIVES

IN SRI LA.NKA

R T T O O S | . -

"development of agricultural cooperatives

AND state responsibility

Mrs.P.D,Jayaw«era - £,"A,C, Dept, of Coop. Development

The act gf taking steps 3 deveiopment of agri*ultura
cot"perative sc"cieiies which we can disi”ibe as an, organisation set lip by
the small soale fTarmer* empl-jying the collective organisational powwr of
the small soale producer with, the intension of obtaining the maximum incoir
is an important economic requirement is. a country as Sri Lanka, which has
rural eco?iOmy under the .management of "bhe small scale farmer. It is mads
very clear In the Agricultural Cooperative Law how the development of the
national ecoa®my has been aimed at, not only in developing aountries but a
so iIn developed countries as Japan by increasing the number of agriculture
cooperative societies and by raising the farmer"s economic and social
states and by increasing the agricultural produbew Cooperative societies
in Japan had its origin with state aid, and developed through ;/~ti-ve
state ai],; > AgricUltijral Caop”ratiyes in ;Japan have become administrative
Ag"ekts maintaining p»incip.1”e of price eontrol. Developing cojml“ries like
Indiai Malaysia and other countries have aided in var-io.us wpya -toi fulfil

the"requirements coming up on vai ious levels in the "chain”-actiyitiee of

production.

History shews how Sri Lahka G<verl»ment has made use of the
oaoperatives as a to achieve the moti|”s o.f the government, when
deoisiome are taken regarding principled economic development and

activating them. The government has shaped up the cooperatives sufficient
enough to fiilfii the aims OF the government: by. distributing foasumer goods
in short supply equi]ably and supplying ijredit for the production of paddy
and ether by]|PMNdt(wii and ae3vices. During, the time of Rational

dislfcress a», the Wap 11, terrorist in 1971 floods and
draught the government sotlght the assitaa#e ||f the aooperative movement

for the dis’gbutl]|n §F efim™ntial oonsumej. feodiH|ti&Ff8# and purchase of

maia agri®oi™*Ujpad

These »eqt]|»ements were Tijp],fiixed i» a way that no other
organis™tjjj® jpuld When considej”ing thia Sapfully, the important
fact *ha| f1~dB Is the deep resiyjnsibility the government Ras in the;
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development of ~_gricultural cooperative- societies in agricultural

Sri Lanka, When analysing the responsibility, the government shctiijji

discharge for the development of agricultural cooperative societies it

should be examined even briefly what, the activities in the field of

an agricultural cooperatiije society, 5he agricultural cooperative societies

have spr”~g up as a result of collective.organisations of the small scale

farmers with the minimum idea of solvir.g their economic problems, supply

the essential services as supplying the members necessary Tarm guidance

services, farm equipments, funds, arrangement and storing of farm produce
gand marketing. As these services should be carried on with mutual

relationship, methotical production and organised marketing is very import-

ant,

The production cf agro-produce depends on the methodical
planning, supplying farm guidance services for planiraplementation and
supplying credit facilities and other services. The prodjiction plan of
the society should be formed bn the basis of data of each member farmer®s
/arm structure. Member farmer 3 plan is ifuportant by way of management of

the farm as well as" raising of the [living standard.

This should i;8clude main charateristics as planning® of
farm produce and marketing activities, planning, of purchase of farm~
equipment and daily consumer .articles and estimaveing Infeomfe-and expend
ure,a.lt is the responsibility of the society to supply-advise to the
farmer, accord and opportunity to exchange ideas and experiences through
organisation of small groups in order tc fulfil these services, ” It is
Important here to create a clause liasioil between the guidance services
supplied to the farmors and farm guidance services of the society through
various gAyerttment departtSfents and institutions the agricultural
department, Vefi drawing a"rural level agricultujpal plan, it is important
for the government to make the agro-coope rative societies participate for
the advapcemeat of the society and the agricultural development in common,
V/hile uptil now, limited consideration has beeii given by the Sri Lanka
Planners regax*"ding this, it should not ufc over e”phg®”ed, the fact that
the best -|tganlsation ia jthe aigro-coopdjtatfve sooi™d™y to assist the small
scale farmer to Uuild! uj],a democratic economic structure in a democratic

country,: Not «nly tMSt, sleeps should alisef be taket!“to represent the agro-

ooop. movement when planning on district ar.d™ »nal level.

.e™td,.,/3



Siipplying agricultural Inputs la an important activitiy
that criild be done by the agro-coop, society. The ras'U essential factor
necefesary to Iraprovt; production is the supply of agro-credit” to the sm 1
scale farmer and by doing this it is through the cooperative society that
he could be saved from the middle man. This fact has been understood well
by" developed and developing counlx-iea. This is clearly evident from the
relif giving principles adopted by the governments of those countiiee
when allowing agro-credit, "From the in&eption of the cooperative movement
the government of Sri Lanka supplied fai'm credit on various relief systeras
through cooperative societies. It is the responsibility of the government
to open up roads, and"provide transport facilities. The media of bringing
manure, agro-chgmicals, and other farm equipments into the hands of the
farmer if the cooperative societies that has spread up to the village level.
It is through the agricultural coopera”livos that the small scale farmer
can get agro-equipment that he cannot obtain by him alone, as tractors,
needing a high Capital deposit. Through supplying these equipments on an
easy payment system the government aan render an important service. In
countries as Sri Lanka facing foreign exchange problems, cooperative
Bocieties can be given priority through the system of import® principle
and distribution. The farmer 3 new cooperative societies established on
the encouragement of the Malaysian Government are donated a tractor and a
lorry in the first® instance. When buying the seaond tractor and allowance
of yO% of the value® of the tracto"r is allowed and the third and fourth
tractors are allowed an allowance of fibout 30% of the value/ “Agricultural
mechanicai centres ;;re maintained by thi government for rejjairs of agro-me-

chinery and sale of spare parts.

The problen that the agj-: -coop, societies in our country
face today is the lack OFf sufficient stoves ascomodation to store up
agro-produce, manured other essentials of"the cooperative societies,
Once financial aid was granted by the gor*rnm*fent”on an approved plan to
build manure stores on local level.Also, inorder to supply refrigerator
facilities that need much capital inves“ront to prserve agro-produce, ~

fdr a longer “time, government aid IS verj necessary.

The step that affords the maximum aid "Woir agro-produ«ticn
is the collecting® period agro-produce. This activity also should bd
controlled tt cheeked the competitive marl: t. Even the Japanese
gbvernment givb ftianoial aid to agro-cooieratives to open up paddy
grinding millsj te establish factories to ”~:roduce fruit juice. As a result
of the improvement living standards eof tie consumer,” the demand for f
these productiens increase and to make the supply easy modernization is

very essential.
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In aeiatic countries wh>:re agriculture occupies an

important place in the economy, the orgcnisation of marketing is very-

important. The powerful factor for the development of agro-cooperative

society is the succ-essful organisation cf marketing. Having dared the

agro-producer from the middle man, and hj giving him a high price for
the fiarmer is encouraged uo produce which infcurja results in

his* produce,
While this is arranged on three levels ss

+hfr-advancement of the society.

primary, district and nationally top lovel. The marketing should be

organised on three levels by the agro-r ooperative® society with socxety

The biggest drawback to be seen in our country today is
That

collaboration.
the weakness of the- cooperative societ in all these three levels,.

is the absence of a powerful organisatj.cn and liason to direct the market
competitively with the private sectoe. By organising marketing activities

system assets could be assenbled and the maximum use could be

on a coop,
in the v/ork on a wide scales

obtained from limited resources by engageing
Accordingly by lessening the expenditure on one unit,
Coop, System is- the best way to save the farmers from
system of maiketing is

economic advantages

mould be derived.

the clutches of the private trader, 2f a coop,
efficiently, the expenditui e starting from the;produc-er to the
consumer 1is reduced and as a result the producer could be;assistaed to

obtain a resonable price. To activat the cooperative system successfully
consuination

organised,

there .s.hould be liason work among the socilL-ties. As a result

of articles in a big way will be possible and it will be very useful by

wa;N &F economy too. TJnneccesary competition which results in wasteage of

limited resotirces, therefore is elerainated and organisation of coraplex.

activities that cannot be done individually, which needs a large capital

could be executed collectively.

The expenditure should be reduced on every step and level
through efficient management. -_Although a™operative institutions are

established for agricultjire anci marketing by propagating cooperative

principles, if there iis no proper organis.ition, failures and disappointment

s. cannot .be avoided. In such activities wh-ere-.large scale capital: invest-

ment is required the government should step forward and sjipply modern

machinery for a reduced price, give Tfinarjoial aid and encourage the

agricultural coopera;ive effort. |In Malaysia a developing countiy the

necessaj"y -guidance for the development of thte agriculture-, and assistance

is given oy the powe; Ttil media of the agr.u.jultural cooperative syscem-.

The importanot-fact ve see throxigh this ifc. that, pot only the countries
mainly falling under the category of agric .J.tural countries but also

countries assJapan that have developed inc ,merria2lJ' w th great speed

Contd. .»./5
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through the development of the producer, have accepted the fact that the
best democratic people®s organisation the agricultural cooperatird
society which should be made use of for the development of agriculture.

When planning for the de/elopment of the export economy
where a limited number of farmers are engaged, andthe rxiral economy
which was under the control of the small scalefarmer in our country,
and ino»der to achieve the expected economic target the government®s
increased attention should be consentrated on the fulfilment of the
neccessacities for the devlopment of agricultural cooperative societies,
which are established by the small scalefarmer to solve hisown economic
problems i1 This fact is very clear.

PH/
29*3.79
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Use of Communication Methods In Member Information

Daman Prakash, Education Officer (AVA)
Cooperative Teachers Training Project, Colombo

Introduction

1, Cooperatire Movement is for the benefit of the people and the
country. It does not dtand in the way of implementation of government
policies, It* in fact, supplements the efforts and contributes towards
the stability of national economy and democracy. Cooperative Movement
provides basic training to the people to understand the requirements of
a democracy. It trains leaders and citizens in the art of government of

their affairs cooperatively*

2. A Cooperative society is an association of persons which as its
objects the economic and social betterment of its members, through the
satisfaction of their common economic needs by means of a common
undertaking based upon mutual aids and profit elimination and which

conforms to the cooperative principles.

3* Cooperative societies are increasingly becoming tools of change*

They are playing a more important role now. They are now in a positior.

to assist their members better. Members are taking more interest in the
affairs of their societies. They have started appreciating the potential
of cooperative institutions. The ultimate aim of a cooperative society

is to serve its members and the society has to live upto this expectatioi s

Members need guidance,and information. There is a need for creating,
a structiire which could organize this service for the members. Cooperative
s themselves have to organise this structure and set up a band of "©ll
trained workers who aould serve the cooperative membership in varioiis was,-,
Extension work has now become a part of the development of progressive &

democratic countries.

5* , The Extension Worker is a mediating factor which tries to achieve an
intergrated approach to implement a need-based programme. The extension
worker should involve himself right from the beginning in programming,
assessing the situation, preparing himself and intergrating his skills
with: the contents of the programme and making a use of local leadership

and talents. F

Contd, ,/2



- L -

It is also clear that he is an important factor in motivating people

leading them to action and realising the aims for the benefit of the
people. He has also to make a judicious use of various teaching aids
and materials beside” carefully selecting the methods of his approach
to the people* Extension methods have to be employed in giving movement
to the programme. “Without any extension work no activity can rfealjy

gain momentum. Let us now consider some of the methods whidi he could

employ in communicating with the farmers. -

Personal Contact: There is nothing like having a face-to-face
coramvinication.This is the most ideal method v/here the audience is limited

and where people are easily approachable. There is an effective two-way
communication when two people speak to each other. A certain amount

of confidence is gained by both parties and a point can be adequately
Ah element of

explained as there is always a room for introspection.
personal relationship and understanding is introduced in transacting

business in such a situation, for larger groups, however, this method

has i1ts own obvious limitations,

Pe Group Method; it is a matter of satisfacttion that in our villagee

we always find organised groups in the form of cooperative societies,
village coiuicils, young farmer " clubs, radio listenting groups, enter-

tainment groups and other socio-economic organisations. To communicate

with the farmers it is not really essential to establish new or addition-

al groups. An effective use of the existing ones could be made. The

best way of reaching the cooperative membership is through group meetings.
An extension worker has, therefor®, to identify the group through the
medium of which he will operate and implement his programme. He could

involve the organised groups arid the traditional groups. Traditional

groups could be e.g. village headman, his friends and relatives, mahila

mandals (women®s groups), youth organisations, farm guidance workers,
level workers, village doctor, animal husbandary staff, public
agriculturalbextension workers, cooperative development

village
relations aan,
officers, electricity supply people, etc.

8, The most ideal group through which the Extension Worker fcould «

operate at the village level is perhaps the Managing Committee of a

Cooperative Society, A managing committee represents the cooperative

community; economic and social interests of the village, talent and

leadership of village. A managing committee of a cooperative society is

a decision-making body.It is something like ™a brain trust of the village

cooperative movement. A committee also a planning body. It isa

supervising body as well. Its dec:v*ns are taken on the basis of agroup

tvork, it is also obvious and relevant that the solution of village
proislems should be made on a group basis. The worker could perhaps make

o o r al.=- - - T T D | I T T -l = e e o bt e D | | R | e T T -—
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Because of the status of the President and the Managing Committee of a
Cooperative Society in a village, normally the members would give sotne
consideration to the decisions taken by this legally constituted group»
The very aim of this group is to help the members in solving their social

and economic problems,

9. Within the cooperative member education programme some experimental
work on study ciircles in being done. The cooperative society with the
help of th™ extension worker identified a problem area. The society

then either converts its managing committee into a study circle or Sonsti-
tutes a special study circle which includes,”: among othei*Sj the committee
members, village leaders and workers* The study circle then studies the
problems after discussing all its aspects with the help of the extension
worker. His role is to profide all possible factual information to the
group, suggesting them the best possible alternatives, and enabling the
group to conduct their meetings on democratic lines. Once the circle
identified the best possible solution, it is then transferred to the
managing committee of the society to give it a Legal shape and tiy to
achieve the objective. Happily this method has been found quite accep-
table and those who succeeded in conducting study circles, wanted to

have more of them.

Demonstration Method; ThiS is yet another good method of

communicating with people in the rural areas. The extension worker
mbrings life-like situatiftn before the audience and explains the techniques

involved to them. He takes he group out to demonstcation farms and
exposes them to new experiences. This creatfts interest among the members
of the group, encourages tiera to ask questions and obtain more and more
information about things which they ~e now lokking at. The extension
worker here becomes tie cljanmel through wh4*h the questions go,out é&nd
the answers come in. He works like a "mediating factor". Some of the
agricultural colleges, fertilizer companies and extension agencies

have set up their own demonstration farms where groups are invited on

a regular basis. The groups are explained about the new agricultural
implements, improved techniques of irrigation, pest control, application
of fertilizer,.development of new varieties of seeds and so on. The
basic ingrediant of this method is truth, honest display of results

and showing the right things to the.people. Generalisation does not
help. This is the best media of earning the confidence of the people.
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and Training; This ™method is akin to the demonstration
emethod to some extent. In this case tiimmembers are taken to other

successful cooperative societies. Reasons of success are then explained
to the visitors. The group has the opportunity to exchange ideas with

the people connected trith the Buccess-Lal ventures. The visitors who

know the affairs of thoir own cooperative, can identify the areas in- which
they needed improvements, 5he extension worker plays an imprtant role

in this process”. He acts like a go-in-between and disseminates knowledge
and information. He organises a sort of study circle or a group

meeting there and enables the members to exchange ideas.

12. The extension worker, as a professional, has his own objectives
and responsibilitiest He is concerned with, the development of -the
individual members of a group. He helps them avoid mistakes, prepares
them for various ftinctions, seeks their advice, aids in analysis of
situations and problems and presents them information which Aelps in
decision-making. In this entire process the central activity is the
activity of comjpunication, communication not only between him and the
group but within the group itself. To accelerate the process of
communication within the members of fte group the extension worker has
to identify a leader who is generally acceptable to everyone. The
leader should have the quality of being a natural leader, who shoul-d
give equal opportunity to. all members to talk and diiscuss the matter*
He shoxild not be a dictatorial type and shouid not monopolise discussions

himsel f.

Teaching Aids

13* Teaching aids are th” "Vehicles of communication. It is through
these channels that a message can be ™asily"™ pass"ed on to, the
audience. Teaching aids alone do not bring any results. They havffi
to be employed in combination with a teaching method and according

to a certpin lesson plan. Use of too many teaching aids is not
effective.- Aids have, h-owe"ver, to ie selected carefully and v/hich
should be relevant to the ai-ea, people and the problem. Each teaching
device has its plaee, and it -supplements the other. Togethermshey
provide the stimulus for interest, desire, action and satisfaction.

Contd.,,, .5/



14, Although there are a number of teaching aids which the extension
workers could or oey wish to employ in communicating with our fairmers,
yet there is a limitation. The serious limitation is that condi-
tions have not yet become ripe to use electronic and sophisticited
equipments. It would suffi4e if the <ctension workers are trained in
making the best possible use of the indigenous material. The use of
charts, graphs, Tflannelgraphj display boards, bulletin boards, photograph
pamphlets, slides, film-strips etc. etc, can be easily made i1f the worker
has the imagination of constructing his own aids or has the resoiu-ces to
procure the appropriate ones. Wherever possible, greater use of projected
aids should be made. 16 mm films are the most effective media, but the

limitation can be selection of relevant cooperatiye films,..

15* Other aids which the estension worker can effectively employ can

be folk dances, folk songs, and folk art. This talent is available in
abundance in rural Sri Lanka, Radio and television can be lised in group
meetings and study circle meetings. Some very good articles and features
do appear in several cooperative and farm journals. The worker could
select them and make use of them during demonstrations and training progra.
mraes. Farmers* meetings, seminars and fairs could be fruitfully utilised
in doing an effective cooperative extension work, Khadi Gramudyog, rural
health, cooperative week celebrations etc, can slso be used to inform

members about agriculture and cooperatives, -

16, Material which could be produced at the local level include

the following:
16,1 Flip Charts: A story can bo explained with the help of large

sized sheets. These sheets are clipped together on the top”
Sketches or drawings can be made on one side of the paper.
Suitable captions in local language can be given, When
complete these charts can be turned over the top like opening
the pages of an exercise book. The preparation does not mean
any special equipment or techihique* It is ~ust like writing
on loose sheets. The theme can be explained by the extensicu
worker while using them in the clasis. It is very easy to

make, take around, stote and preserve.



Nne2 Posters : Simple paper of a rather big size. It can
be of any colour, not necessarily white. It is very
simple and easy to make. By using cut-outs or
photographs one can make an impressive and effective
poster* " Its theme has to be chosen carefully. The

ecaption OL the message should be written in bold
letters and in sheirp colours. Poster does not .dema;
to much of text* One idea, bold caption, strong
picture are the basic essentials of a good education

poster,

16,3 Flannelgraph: Its other names are khadigraph,
plastigraph etc. The name depends on the material
that is used in the construction of a Flannelgraph”

It is the most, versatile teaching aid which can be
prepared without much bother and finance, A simple

,story can be reduced into visuals. The visuals are
then cut out and backed with sand paper* or flocked
paper. These cut outs are then numbered in a serial
order, A flannel cloth or a khadi cloth is then
spread on an inclined board and then these cut outs
are preeented one by one in a serial order by the
instructor, , While displaying these c-ut~outs the
worker makes a commentary based on the themes of thir.
aid* The commentary has to be prepared rather care-T
before hand. By the time he puts up all the cut-outs
on the flannel cloth, the entire story is in front o
the audience. This is the time when he can concluf~
his work by summarising the main points of his talk.
Ordinary thick file covers from fllsoarded files can b
used as cut-outs. Sandpaper is not difficult to
obtain in any local market and is rather cheap.
Flannel cloth approximately 1 yrd would not cost muc"
Rough khadi cloth also works very well. Some ink
gum would also be needdd. Cut-outs are also touchec-
a bit to make the illust®*ations bold and simple, Th*
can be done with the help of poster colour and brue

. This aid can be used without much preparation eith--

in the class-room or outside the room,

Contd, . e /7



16 .~ Dt,spl»y Boards; These include the chalk-bacd,
exhibition panele”. etc. As tlle term "boards" implies
thcs€) are simple ;jiecesof wcod, or hard cardboar i
glassbt”"rds and tiie like* 5he"advantage is that these
.boards gUve the n(;eded support to the display-
material* |If a jorfacer, black or gray or green is
applied to one sarface of thte board, this can then
used as a writing boarti. j?hese are not expensive
and any carpenter can make them without much of
technique* Such boards are a %ust in an MFCS and a
small cooperative society* Impa]; tant- information
can be written on these boards fo” the information c*
general mamben"stlip of cooperative®. Notices,
programmes, marke,": rates etc. can b« pasted up on
these baords*

1~*5  Folders and Leaflets; Sjnall folders giving infor
tion "about the activitiea (?f cooperatives can be
printed and distributed on a wide scale. Relevant
information is supported by"jphotographs and illxist~
rations and colours. Folders a.(® leaflets on some
of the following topiss can be piHE»4«ced;
a, agricultural implements, their care & improve~:
b, 1irrigation practices,
c* crop protection,
d. application cf fertilizers,
e* soil testing and water testing,
f, health education (including family planning)
g* literacy programme
h* rights and duties of secretaries
i* rights and duties of members*
Jj* rights and duties of the president
employees and their cooperative
1* dairy cooperatives - animal husbandry
m, how to obtain laons from your cooperative
n, what are the functions of a MFCS
0* cooperative and the youth and women
p* principles of cooperation and yoxir cooperative
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In addition to producing own folders arid leaflets, cooperatr.ve
organisations can procure such material from agencies,
58rtilizer Companies, Family Planning Programme, extension
agricultural departments, NGC, Cooperative Department etc*

Productiori of material, if at all the MOCS wishes to undertake
is notlat all discouraging and expensive. It is not a comp],
icated business wither. The use of cooperative workers and
extenSJPn workers in the preparation of modern materials woul.
go a lon~ way.Some local artists, drawing master of the
school or some students from the primary or middle school cou.
3}?@%{7 .:?’E,It -assistance in this matter. After all we do not

a very Highly sophisticated art work or art-paj)er printingc
What is needed i1s a resonably good material.

Cost Factor
19,1 Taking the production of a flabnelgraph, letus work
the cost involved if it is done at MFCS with help of

instructor#

Production: Flannelgraph One set
Topic; COOPERATIVE PRINCIPLES
Material
needed: 8 strips (12°* x3") of thick
board - file,covers .Rs, 5,G0

N pieces of sandpaper-thick Rs, 3*00

1 gum bottle - small Rs, 2,00
1 pair of siissors - small .Rs, ~,0C
Ink, paint, brushes™ pencil

foor-rule etc. Rs. 8,00
Flannel cloth - lyard Rs.10,00

(khadi cloth is cheaper)
"Rs.32,00

Display, board(non-recurring) .Rs,”0,0!

(@)



Conclusion

20.

workers.

utility ; Useful to teach 20-30 persons at any one time,

Note:

19«2

be used over and over again. Can be used for r
least 50 sessicis. Easy to carry and to use.

The MFCS can produce at least 5 sets iIn a year
These sets on different subjects can be used bj
extension workers in rotation. Annual cost would
be somewhere aj-ound Rs,200/=

Let us take another example of producing a poster.

Production; Poster One
Topic: GROW MORE FOOD
Material One sheet of paper Rs, 4,00

(28"x27”» of any colour

Ink, paint, brushes, pencil,
foot-rule, eraseretc, Rs, 10,00

Illustrations/phorogtaph
and Miscellaneous Rs, 6,00
Rs,20,00

Utility: Can be used several times.
Good for teaching 30-35
persons at any one time*
Can be displayed permanently.
Easy to carry and use. Can be
prepared without much difficulty.

The cost of production would naturally go up if the
artist has to be paid, or if some special material is
used. It would be quite reasonable if the MFCS coul™
allocate at least Rs,2000/- towards the production fef
educational material. Some of the fortunate ones co
perhaps allocate much more if they wmuld like to pr--
some slides or film-strips or printed material.

It is quite obvious that the MPCSs are the most suitable
agencies which could be of help in the production of more "realistic™
educational material with the help if coop”attve workers and extenp-

Organisations like the MARKFED and NCC can organise specia

training coxirses for such workers in the production of simple visual

Paper prepared for presentation at the ICA~NCC National
Seminar on the Management of Agricultural Cooperatives

held at Colombo, March 20-30 1979*

PH/
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SOME ASPECTS OF AGRICULTURAL COOPERATIVE MARKETING

Marketing is in itself a very broad concept and differert
lectvirers stress various parts of this approach.

Marketing involves all business activities that havu to be
performed to bring a product to the final consumer. In the case of
agricultural marketing we have to deal with all the aspects in bringing
the agricultural produce from the farm to the ultimate consumer. Thus it
includes activities such as collection of marketable surplus from the
farms, transportation of the products, storage, grading, packing,
processing, pricing and the sale to the end consumer. But the concept can
also fruitfull be developed to include also the supply of all the prerequ-
isities and services for the production. We are thus talking of an _
ijltergrated marketing approach, where \we start all our efforts with the
Rim to mefet the demand of the consumers. The theory behind this is of
course very simple; by doing this the jroducers will get the/prxce for
their production and the consumer will pay according to his demand.

The Agribiisiness Concept

Agribusiness is the sura total of all questions involved in
the manufacture and distribution of farm supplies; production activities
on the farm; and the storage, processing and distribution of farm comrnc-
dities and items made from them. This is a market oriented concept that
implies that:

1, Goods and services must be produced to satisfy consumer
demand or needs and only thos| products that are
marketable should be produced;

0

2, Every Agribusiness fommodx]y industry may be viewed as
vej»ti«al in structy»9 w:~th following components; tho
input supplies, the farme”i the processors, the
wholesalers and the retailer, [ ]

3, There are nuiaerous f"as operating in the component-
subse«tors, and therefoi*e| thej®e is a need for coord-
(]Jnating these firms ws|th”™ ea8h sub-sector and
coordinating the subtseotofp themselves. The objective
of coordination is to, ""an#e the component sub-sector
to prevent bottleneaHp and to promote the smooth flow
of goods & services from prodviotion units t® consumption
areas* Thi"ough this p*ofe*S| production and marketing
supply & demand - are expe|“ted4 to be correspondingly

matched and balanced”®,

S -l TN



The mechanisms for coordination include government
itself, the manager, the researchers who produce

tec.inology, cooperatives that used interlinkages
> between Tfirms in Subsectors of the agribusiness
3* The farming sector must interact with many other

sectcrs. It must look to the market and see that it

is responsible to it.

6, The viability of an agribusiness commodity industry
depends upon the viability of the firms and the
sub-sectors as well.

7« The entire agricultural sector could be views as an
array of agribusinefis industries. Its strength vigoiil;
mend vitality are determined by the contributions of
each of these indusiries.

This concept is intergrative and advocates the system
approach. It rejects fragmentary unrelated business.

Goal

The goal of cooperative marketing operations is for the

- producers: to get as high as possible return to the
producers (long-run) for their products.

- consumers: to get the right products as cheap as possible

for the cY%nsumer,
- . . .
In both cases itis the r~ght price .that the cooperative is

working for. The main prinwiple forecooperative pricing is

equity and equalliity to members*
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Supply and demand

Supply and demand are tvvo very fundamental factors in marketing.
The concept of supply and demand leads the practician in his decisi-
ons and are basical to the conclusinn of the theorist. This referi”

to instant reactions as well as repercussions and adjustments
long terra perspective.

Price and volume of supply and demand are related. The volume toll

how much the sellers are ready to sell and the buyers to buy r
price agreed on.

price paid

quantity quantity
bought & sold

The price is in theory a functioj” of supply and degi”nd.

The only th”»g the picture illug”ate# |.s that a quantity
has been soid at a price.

In prajtiee |,tis not so s I m p ~ -

- notody Ha* “he total knowledge of supp” and demand
- supply aqd demand ehange over tiraa

- eys-"omejs |taate, pressure, sk~ll a]id fothljit change.



Because of the difficulties with r, jpply-deraand-price the pricer

in practice relates to the costs.

a, keep-going price - not lower than the variable costs per unit,

b. reasonable support price - total cost per unit based on some
reasonable valuation of the investments constituting fixer;

cos ts

c« new investment price - total cost per unit v/ith some oddi:lon;
risk

We also have.:

a* Market price - what seller ani buyer can agree upon.

The function of marketing (trade)

The function of trade is to make goods and sel Vices av?ailable to
the consumers where, when and ho"msthe consumers wanb to hav.ee th.-n;.

When = right time (storage)

Where= right place (transportation)

How = desired form (collection, assortment, processing, packing
distribution)

The time function

Aim; to match production, and cOnstiraption. You can have -vjaria"-h
in both and tley can go in different directio.ns. It is diff4i_.::iri-"

to store the factors of production]] which means th”t you ha.ve tr;

store the product.

Stora”®

Different types of storing could be carried out by diffe.rent agencies

Short-term storage by producers and consumers
seasonal storage by marketing ager.o”es and cooperatives

long-term stowage by governpient agencies
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2|18 - price of the products sold = the buying price +
costs for storage. Perhaps it is not possible for every
single transaction but the long-run price must cover the total
storing activities. From a cooperative point of view
preferbly this should hold for each commodr®ty each r-eason.
Otherwise some numbers will subsidize others.

The different components of storing costs can be listed
as follows:

a. Interest on capital : a relationship easy to calculate,,
the rate either bank-rate or internal (alternative)
interest-rate. The evaluation of the stock wither to
the buying cost, the prevailing market price or the
selling cost

», Maintenance costs: actual cost for work, electricity,
insecticides etc.

C. In and out costs: easily calculated on a per unit basis,.
for
d. Costs /. changes in quality: difficult to calculate in

advance. Depends oh®"the products, the facilities and th3
mainten-rnce. For non-durable goods the quality may
deteriorate yjtj rapidly.

To avoid costs for changes in quality fresh products
often have to be processed. Then it is the grocossing
that has to be paid for and not so much the primary produ;

e. Risk-taking: this is a cost for taking the riskof incurring
losses. G:his cost cannot be ralculated and the claims
for compensation are mostly of a psychological charater

Place function

This involves transportation, which is one of the technical
achievements that have influenced agricultural international

and domestic trade the most.



Costs:

Favour bulk transpr:rt of big quantities as compsired to assembling
of small quantities of different qualities. Who should carry the
cost of assembling and transport depends on ivhether the commodity in

produced.

in small quantities - in big quantities
during irregular time periods - frequently (daily)
is non-perishable - is perishable

Production of a perishable commodity (vegetable, milk) should be
located in the vicinity of consuming centres whereas fatstock and
bread grain could be produced at much greater distances. Modification

because of processing is possible.

Farm function

This means to get the product in the right quantity, quality,
package etc. "to meet the consumers demand.

The aim is to find the right consumer for each quantity
and quality of the product and maxi”~dze the returns from

the market to |he producers.

Dressing_for *he_ra”ket:

The form function should start at the farm and means in its

simplest form to take away wate and offals.

Should be done when:

There is an extra price incentive
b. if the payment for the product i# done after removal

a* if transport costs thereby can jelowered
d. if the waste and offals can beused an thefarm.

Note that the demand for a product expands and contracts at th,

lower end of the quality scale,



Grading

Classification and fjrading are activities by which goods are made
available to buyers in the desired fmrra. Both meah to arranire
according to some systematic division into groups, classes or grades:,

Classification is defined as a systematic division by in ¥ i~
inspection of the units. Grading is defined as a 9;:teziatic  .risn"on
simplified by some mecn "-iical prooess with respect to weight, ;.

or something similar, which is obvious and simple inough for
mechanization to be applied.

Vilren does quality production pay?

Three main preconditions should be fulfilled;

a, the quality should have a specific charateristic (e.g. tapt:",

smell, form, colour etc.)

b« there should be a certain scarcity for the quality,

C. there should be effective demand for the quality.

The extra price paid for the better quality should cover the exti
costs incurred in primary production and/or marketing.

Normal distribution

As agricultural production is a biological process, we do genfti®
have a quality distribution that is :.n accordance with the norr.i

distribution. This means a small quantity of as well high re Hv.

quality and the main produce being ol medium quality.

This means that there are no undisput-ible class or grade limits,
but they haae to be put arbitralil/a¥v',ording to market demand.?
and available production.

To be able to sort into different qualities you must know the g™~
distribution of the product, and wheiher you can find the consi®: -
of the different quantities,
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Advantages of grading

Advantages of getting Icirge quantities of a homogeneous

quality are that,

- the quality becomes established and well-kaown

- this makes it possible to trade on delivery agreement

- the formulation of contracts becomes net so complicated

- market intelligence becomes easier to collect and interpret
~ the produce can easily be used as security for loans

- processing is facilitated

In. general, it could be said that sorting and quality products or
almost is a pre-requisite for orderLy marketing and thereby hej.D

establishing cooperatives.

Price of grading

Should the price differentials from the market be taken down to

producer in cooperative pricing?

Educational purposes may indicate that the price diffei“ential sb- iMd
be bigger to the producer than to the consumer. On the other sl

the costs of mcirketing higher qualities in ge>neral are higher th"
that of lower.qualitieso The price differential should be "lowr

It has to be judged from case
Processing

One of the apparent characteristics of agricultural products is
perishability, Fruits and vegetables are extremely perishable e
subject to rapid spoilage if not properly handled and proccsaedo
characteristics of most agriculti®“ral results clearly indicate thai
there is a need for processing. This is very obvious for those
products which are considered as raw naterial such as coffee, c.

oil palm, rubbe»< paddy.
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These products need to be converted in to forms that can be
consumed by humn beings, as anim- 1 foods or for industrial use.

Processing perhaps the single stage that adds the greatest value to
the agricultural products and in most cases largest costs in the
marketing process 1is involved in this stage and any agency that,
wishes to exercise control over marketing operations must hav< a.
adwquate control over this activity. Therefore it is necessary that
marketing cooperatives must have pitimary units as an adjunct to tho
normal marketing operations, Unde: taking processing will not c ly
help the Agricultural Cooperatives in getting a higher margin for
their produce but also inroducing iransport and storage costs.

The dynamic function of marketing

The aim is to help the farmer to plan his production in accordance

with market-demands.

This can easily become a problem in cooperative pricing.
The cooperative should not act as a wall between the consumer and

the producer.

Note also the specific problems for farmers to adjust to changing
marketing conditions which are
Decisions about type of production can just be taken at ce
times ( e”, sowing system)
the farme” often lack production alternatives
- in early stages of development the farmer feel a need of producing
his own food,
- the farmers work with very high fixed costs,
- uncertainties in production are big from as well a biolog; ul

ae an Economic point of view.

The dynamic function of marketing means thus;
in the short fun try to find outlets for existing agricultural

production,

in the long rjp to adjust production to market demands (internal

and external),

PH/
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AGRICULTURAL COOPERATIVES IN SWEDEN

Approxim-_tc-ly q8% of the Swedish farmers are members of one
or more agricultural cooperatives. More than 75 per cent of the
Swedish agricultural production and agricultural supplies are
handled by the cmoperatives. The societies and their affiliated
companies have a considerable share of the total number of
employees in the country 3 food industry, Some-times the aggregate
of cooperatives is called the biggest swedish business enterprise.
It may therefore be of some value to give a brief outline of the
structure and functions of the Swedish Agricultural Cooperation. But
please allow me to start with a short orientation of my home
country Sweden. 1 dont know if anybody of you have been to Sweden
but I wish you all rery welcome to study our strong and successful
cooperative movement. Hopefully this short lecture will give you

some information and ideas what it all is abhut.

Land and Climate

Sweden is situated farup in the northern part of Europe
and is ademocratic kngdora with S million inhabitants. The govern-
ment has changed from a socialist (social demo*x"at) to a liberal
minority government. The Social Democratic Party had been in power
for more than 35 years but they were competed in the last election
held almost 2 years back.

Anyhow a glance at the map shows us that Sweden is not a
typical farming country. About half of her area is covered by
forests and more than one third consists of mountains, moorland
and lakes. The total arable land comprises about three million
hectares which is less than 10 per cent of the total airea. The
addition to this some rough grazing is used for livestock production,

From the northernmost point to the southernmost point the

distance in a straight line is about 1,600 kilometers. Farming
con"ditions will thus be extremely vapied in the various parts.
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In the northern part of Sweden winter lasts for*more than 6 months,,
On the other h:ind the western and southern parts benefit from the
nearness to the sea and the warm gulf stream. Compared to other
countries this far north Sweden and her neighbouring Nordic
countries have a better climate. One advantage of being thus far
north is that we don"t have much many plant deseases and vermin as
many southern countries. Therefore we have gn agric.ultural produc ;-

tion of very high quality*

The average growth perioc® in the southernmost parts is
2"0 days compared to 170 days in the northern parts. Due to the
midnight sun the crop will ripen during the short but intensive
summer* The annual rainfall is about 600 mm but with some variationn

depending on various parts of the country.

Family Farms

During the 29th century Sweden has been transferred from an
agricultural to an industrial country. 100 yeras ago 75 pel* cent
of the population was employed iu the agricultxxral sector. Today

the agricultural” population is estimated to be about 5 per cent.

There are about 130,000 farms i;i Sweden with about 270,000 people
occupied in the farming including the farmer himself. The avarage
farm is a family business where bhe farmer and his family 1is doing

most of the work. The number of permanently employed farm member

is estimated at only 15j000« During harvest season this figure i¥ill

increase,

Mechines and new methods have more and more reduced the
need of human labour. The farms have become larger and larger and
the average farm size is today 25 hectares. There are still a lot
of small size uneconomic units. To be aonsidered a good family
farm the size has to be about 75 hectares but the size is of course

depending of specialisation.



Crop Production

The different conditions in the various parts of the
country leave their mark on the crop production. In the southern
costal countries farmers can gfow a big variety of crops. In those
parts, wheat gives the highest yiolds per hectare and sugar beet,
potatoes for processing, oilseeds and peas for canning and freezing

are grown. In the lowlands in thij central Sweden, cereals, foodgrain
and oil seeds ajxe grtown intensively, Hie growing of foddej? orops;
increases progressively towards the north. In northern Sweden tfhe

greater part of the arable land is under grass. High quality seed
potatoes are produced there,

13he use of various fertilisers is fully accepted. That
means that the average farmer wilL use the following amount per

hectare,
Nitrogen 70 kg,
Phosphorus 20 kg.
Potassium O kg.

The total cereal production is about 6 million tons
being used as follows.

Farm consumption o N3%
Marketed for sowing : Wo
Fodder m 25%
Mills = “\r/0
Breveries ; "%
Export

Livestock Production

The greatej> part of the erop is concerted by the livestock
providing about 70 per cent of the total agricultural income. The
animals feed on rough grazing, leys and feeding grain but also on
imported cniXfakeB**"

Mi|k production is very important in Sweden, 55>000 farms
with 6000,009 nilking cows,

2*8 rdllion pigs from 29100Q farms are slaughtered every

year,
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Poultry fai*ming is also considerable with 8 million

leying hens and 32 million broilers produced per year*

History and Development of “.he Agricultural Cooperatives

Assojsiations for providiag farmers with different types
of service date back to the second half of the 19th century. Most
of those early societies were of local importance and they also had
very limited resources but they became the basis for the further
strengthening of the cooperative movement. The first known coopera-
tive society in Sweden was a mortgage society. The first dairy,
egg and farmers purchasing and selling societies appeared in the
iSgos. Numerous cooperative daaries were formed during the 18903
and in the last year of the 19th cdntury the first meat marketing
society was formed. The first national organisation, the Swedish
Farmers* Pixrchasing and Marketing Organisation was founded in 1905-
The main purpose with the federation was to meet the common service
and contract requirements of the about 20 central societies then
existing on country level. During the World War 1 plans were made
to create a nationwide organisatxon for marketing and strengthening
of the agriculture in general. The first steps was taken in 1917
with the establishment of Swedish General Agricultural Association.

The economic crises in the early 1930°s also hit agriculture.
This resulted in stagnation and to some extent a recession. A
greater conceatration of strength and more coordination was needed.
The local soci.eties of each line of production formed regional and
national organisations and these gained a far greater influence on
marketing and pricing than ever before. To some extent these changes
were directly supported by government policy. The creation of the
large and powerful organisations enabled the cooperatives to assume
tasks which in other countries,are provided by public institutions,

Evfen though the organisatianal structure of the 30*s

is almost the same today, the economic and techical development has
led to further concentration and structural rationalisation.
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In additionto Sweden®s General Agricultural Association
an organisation was needed to look nftor the farmers trade union
interests in relation to other groups in the Swedish Society, This
resulted in the establishment of the National Farmers ZUnion,

In 1970 the General Agricultural Association became the
federation of Swedish Farmers* Associations and eversince then
negotiations with the government concerning farm produce prices
have been conducted jointly by the above two organisations.

The rural credit societies which had developed very rapidl:
assumed the same status as other banks and since 197~ they came under
the common heading of the Cooperative Bank, The most recent steps in
the development of cooperation was the merger in 1970 between the
Federation of Swedish Farmers* Associations and the National Farmers~
Union to a new central organisation called the Federation of Swedish

Farmers - LRF,

The Agricultural Cooperation Today

The fields of activities for most of the agricultural
cooperatives follow the same pattern described in the fcllowing

diagram.
{Field of Coop Aotivlties
Credit Collecting
Supply Processing
Service Marketing
{ Farm
{Production
Today 3 most typical cooperatives are organised as shown
the figure,

Typical Cooperative Organisation in a Branch

Single-ptirpose society for milk, meat, forestry,
supply, credit on regional level - Primary society,

National Federation for Section}®

Federation of Swedish Farmers
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Local (regional) Level

The single purpose primary societies process and sell
their members* products, supply production requisites and credit

and provide members with a number of other services. The members
own the shares of the societies themselves and have poivers of
decision in accordance with cooperative and democratic priciples.

National Level

The regional and local societies in each branch of
activity are grouped in national federations. Tasks that are common
can be approached in a national and effective way. The activities
the national federations generally include intra-regional trade,
exportf import, research, product development, marketing, etc.

Coordination

The federation looks after the interests of Swedish
primary and agricultural cooperatives within the community in large,
and negotiates with the government on farm produce prices and is
responsible for supervising and follow-up of the agreements that

have been reachodo

The federation administers a joint capital fund which is
used for strategic development projects. There is also a lot of
activities on information, trailing and service in the framework

of the Federation,

Key Success Factors

A fully integrated®"ofganisation system

t
The nationwide Tfederation structure characterises the

Swedish Cooperative System, This tight structure has led to a
fruitful coordination and coll&feorqg.tion between as well as within

the different branches.
2* Integration with the food industry

There 1is a high degree of intergration by the Cooperatives
into the food industry and" distributing industry. There is a clear
endeavour on part of the cooperatives to increase theijr share of

the end products,
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3» Strong organisations

The cjntr-1 cjrcr™nisations play a comparatively string rolu.
Besides the function of coordinating marketing operations etc. these
organisations are developing increasingly comprehensive system for
procurement of supplementary services aimed directly at farmer m
members and member societies,

Continous product control

The cooperative have for a long time carried through a
rigorous quality control to improte production in the farms. The
control programme has, to accomplish its objectives, used economic
incentives as well as advisory swrvices.

Problems

Of course there are also a lot of problems to cope with. _
. task #8 ta tackle the negative effects which
One of the most essentiay process entails. There “is of course the
necessity to work efficiently on the other hand there is the convict-
ion that member influence must be kept alive. This clash between the
interests of largescale business and those of direct member

influence is also present in the Swedish Cooperative today,

* the concentration
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ASPECTS OF COOPERATIVE MARKETING
IN SRI LANKA

By MrfcS.P, Liyanago - Sri Lanka Cooperative
Marketing Federation.

.| had an opportimity cf visiting a farmers house when

I was cond<8ting an inquiry at Kandapola in Nuwara Eliya District. W
came to a point of discussing matters concerning all Ceylon Producers
Cooperative Union. He said "there is nothing wrong in your union.
However what we want is not the money for the produce supplied to the uni,*:
but the msirket prices Which helps us to harvest our produce to-mofrcw.
Therefore what matters is the correct market price. W have money for
our dally maintainance, which is sufficient for us* W are able to get
money merely by sending a telegram to Colombo to our cont act traders.”
He went in and lfught a eack of receipts and handed over to ne saying

these are the receipts | received from one trader. These prove ny
statement.*” There were receipts worth of four thousand rupees when
calculated. Some receipts were even one month old.

In these circunstances if the trader in Colombo was able
to handle produce of another 10 farmers he would have been able to do his
business without spending a cent of his own. He would have paid a limited
amount at a time to the producer. But an institution like Agricultural
Producers Cooperative Union has to depend oka commercial bank for their
financial resources. The trader can pay more to the proflucer. He will
not have any difficulty of handling sufficient volume to get more pfcfits.
Producers Union is not ina position to compete with him as |t has to pay
bank interests too. This Is a simple example which illustrates the difi"ic
culty of competing with the private sector.

Onesday a trader from Ambalangoda came to Oolombo, He
was a custo#e® of ou”™ as well as some private traders. He was down with
some sickness for a long time. He wanted to re-start his former business.
Anyway, he was already indebted to another trader. He had borrowed
Hs.800/- from him. Therefore he to see the creditor to explain as to

what happened to h™*"
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But the creditor wtslcomed him and said "1 know yGju hawe

been sick for six months* Dont worry atoufe the money you owe me* Insten
you spend that on even malted milk | dent want a ceat in return as we
exist on people like you"* Tears came to our frie;i™® eyei* Let ne
relate another story* | had to go to Deraniyagala few years back to
collect a consignment of Arecanut for am order we receired from abroad*
I had information about a stock of arecanut lying with a trader and he
had about 100 gunney bagful of arecanut at the time of my arrival. When
I inquired about the stock he said "This is reservedfor a manager, of

a certain cooperative society, | will be able to give the 6ther stock
which will take some time, | went to see the cooperative manager with
whom | didnot reveal the discussion | had with the trader* HO said that
the arecanuts are scares these days. However | saw him coining tn a lorry

to Colombo with that stock from which he would have got a good bargain*

By giving these examples | wanted to elaborate on some pro-
blems we face every day* The farmer at Kandapola is fgnosraotli; of the wise
way of investing money. He has trust on the private trader. He was
imaware, that the trader uses farmers money for his géade. The trader w
would have adopted other attitude if he collecly'his price daily.

On the other hand the service hct would have been obtained was more#
Sometimes Marketing Union gets goods of inferic). quality though the private
trader gets good quality. Private trader employs many gtrategiee

to collect goods. There was an orange farmer. He casually sent apost
crd to the trader he deals with an intension for a

He promptly went in 2 oars with many presents and attended, lihis. There-
fore he mangged to have more trade with many other fermers by doing that

by which he was able to cover his trip to the farm housl,

The point which arises of this story is the relation
maintained by the trader. The farmer treats him as, hia savioxir. The
trader constantly meets him and develops intimacy by presenting even
books to his school going children,

iBut a cooperative organisation does not maintain that kind ci
relations with faj*me»s which is very unsatisfactory. It is important to
have constant dialogues with farmers and help when they are in distress.
Generally produce is sent to the Union in Colombo theough a village level

cooperative society, n
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Normally the cooperative society passes their lackings to the Marketing
Union, one to which the farmers become frustrated, Thef main remedy

to this is good relation with the farmer Let me quote an instance to
elaborate this. There are maay ooaplalnts about delay in receiving money
by the farmers as the society does not receive invoices in time, Althcu(’h
we clarified that there was no such delay the farmers did not believe it.
One day a group of farmers dropped in at the Union while they were on a
pilgrimage. AIll of them were in the sane opinion of not getting invoice.®
in time, | showed them the correspondeloe to them and requested them

to contact the postm'eajf. r' when they g> back. They were +eonvd.noed..

I could do this as | had personal contacts with them. If we maintain
personal relatioiy”™ith our farmers the result is better understanding and
trust. Attempts should bo made to inculcate belongingness of the
farmers to the cooperative societl’,

It is important that the goods produced by the cooperativc3
to be marketed through cooperatives specially vegetable trade of the
Marketing Union ia with the private trade. There are very few cooperative
societies which deal with this trade, Ihere has been a gradual decline
of cooperatives in thi«- aspects although attempts have been made in the
past. Onesreson is the scarecity of trained employees not even the
advisors of such cooperatives ™ in* position to give correct advise.

One day a girl cane with her Brother and one other person to a cooperative
shop. After buying some things she inquired whether any brassiers are
available. The salevman after saying yea asked about the size. She
bought one after menilcning the size, ‘'Mne officer who hbserved this
scolded the salesman for asking for the size* The salesman asked How
do I glvs the correct- brassier without without knowing the size?,” The
officer replied "you should have asked it more confidentially”.

These are some problems in ne<«yUJrLA& goods thft®
cooperatives. Cooperatives obtain goods from the Cooperative Wholesale
Establishment and other government agftndies , Some things are not

available in the CW.D, even which are i*plenty in the private market. It
is necessary to collect these goods and arrfinge sales. There is a
commission system exist at Pettah Market, The owner of the goods sends
him consignments to a trader thers and quot his price. The trader keeps
a margin and sends balance money to the senc.;r. Sales will be easy and
systamatic if such a system is adopted f:r the cooperatives. The goods
dssential for them could be found that wajr.
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There is a great demand for the products of the Marketiiig
Department which are in shorjt supply. This can be met if any cooperativ?
society ctbme forward to produce such , oods.

Producers normally do not obaerve good packing of
vegetables and fruits. Maximum price cannot be obtained due to this
ignornnce. |If we take an example of cabbages* when the produce, is
classifiedtgradgd and packed accordingly higrljsprice could be obtained,
When these varities are jflixed the prioe/i determine oa the inferior
quality Cabbages which' are normally packed at the bottom of the gunney
bag. This happens to tomatoes even. Even inferior quality goods can be
sold at a reasonable price provided they are graded and packed properly.
One cannot get a better price for good quality goods when they are mixed

The normal tradition is to'despatch produce to Colombo for

sale Producers thinktﬁhat they get a better price by doing it, on the
e
contrary”™ the result is/drop in prices where there is a glut. Delay in

transport adds further.

Arrinral of vegetables paly an important role in
determing price* Normally earliest arrivals obtain higher price.
Buyers become thin when it is late®Juu to which prices drop,
Deterlo»at4oa”™goods i." also more. If we can maintain regular

isuppliee in reason-ible quantities to raarket stabilisation of price can
be achieved. This has to be introdur'd at the cultivation time, as

the case of European countires.

The former C.A.P.s societies had a system of gartering
by which producer gets consumer goods and asajpy both. + Udapalatha
Cooperative Society,is orw of the societies which did to its vegetable
trades more systematically and successfully. They had 2" collecting
centres as far as | knovit.Vegetables are collected, in these centre
towards evening and despatche.d to Colombo I 'in the- night. They had a
separate stall in the New Market,

All Cejlon Producers Union was started to give a helping
hand these cooperatives, 8k societies goi together at the start*
Producers were able to get a better price after that*
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EYen the private trado» quoted at better prices and
producers were aStracted by them again, Unforiunately the producers hid
the habit of joininc the cocperatives a 0 they got™a bad price and join tha
private trader whenever fdUn, got a better priced

Agricultural proaucexs Union started buying fruits in

Anamaduwa a few years ago* Mustard seed were in plenty there.
Muslim Traders were bjiying thea at two rupees a Ib. W started
buying ~8*6/- and were successful. Ultimately private traders, toe
increased to Ks,6/- and producers went to theg™ People cooperatives
when they are in listresa only ¢ Basic factor behind this is personal
relational It is necesary to build personal relation with the producers

to have a established trade. W have to see to their prosonal problems
and help them to achieve thegf , Then they will understand that the
cooperative society belongs to them, and in~turn try to safeguard it.
Low country vegetable, trade is not organized as up country trade which

is more organized. « Private trade has themonopoly of vegetable trade
in Kelani rally area. Marketing Union even compdXI~*to buy goods from the
private trade Union. This is relevant other agricultural

producers such as tammarine, peper, cinnamon, turofrle and, mustard. The
producer will be able to get a better price if there is an organisation

at the village level.

Something has been achieved although it is diffi#«it
to give a better price for the producer and a reasonable price for the
consumer.

Co&td««.«.«/6



PROBLEMS OF COOPERSITIVB MARKETING
IN SRI LANKA

Major plantation crops in Sri Lanka i.e. Tea, Rubber,
Coconut are subjected to better mana and better sales organisaficn
Only small holdera find problems in this foo» “eneraly affected group
e non-traditional cultivatdra who are engaged in Cinamraon, Peper,
Cardamraom, Coco and arecanut- Producers as well as the consumer suffer
in these items. The AIl Ceylon Producers Coop, Union which was formed to
tackle this problem was suo‘od«d»d y the Marketing Federation. There are
about 300 wholesale traders in the market who deal with vegetables. *
Marketing Department too buys from the producer on ready cash. Gowernnent
assist the Dept, but actual competition exists between the private
trader and the MARKFSD. When the producers are singled out the bulk they
handle is less. When we compare MASKFED with private trade MARKPED
handle  minimum volume although it has a history of 20 years
behind it* MARKFED received 8 -10 lorry loads at the initial stages
but reduced to 2 lorry Ipads now.

The producers who suffered froa the Private trader joine 1
the MARKFED at the start but, went back when the private traders organf’' "
However we will come to the previous stage if the MARKFED does not exict?*
Therefore it is a primary duty on the part of the producer to safeguard
this institution.

There are many handicapps fa«ed cooperatives in
sompeting with the private trader. Private trader does not have to
naintain account books sy»4slamatically ‘the coopst are compelled to
It. Botjfi seetors get 109" commission. Therefore the private trader «an
naintain a big profit. The vegetable trade of the MARKFED cannot break
>ven if sufficient volume of produce is né6t collected as the overhead

iharges aj*e ver high. There were Haeon officers oppointed by the
ooperative Dept, at the time of the AIll Ceylon Producers Union who di:
leoraan servtce to build it up, | know the officers who were

orking in Kurunegala & Nuwara Sliya, | had the opportunity to associate’

ith officers at Nuwara Sliya who had a good knowledge of vegetable
ultivation* When he waei® 7 -8 miles many culttvatos used to meet
Lra and discuss problems and prices empties



He cornea to the Union with thete grievances and tries to solve those
after discusslona. He had cultivated agood trust among cil.tivatorB#
Even the union was benefited by th?,t. He used the language familiar
to the growers* If we reviIt* ' this situation the mutual understanding
could be developed and etrenghhenc .tho cooperative sector. Cultivators
are often faced with Ihe important problem of price* Therefore it is
necessary to establish a price stabilisation fund to meet this* What
the cultivators are worried is to get at least one ozx cents higher.
Many cooperatives are reluctant to handle vegetables. Therefore we have
to recruit trained managers to do %his work. He has to be given cettain
amountof freedom to take decision/and the book keeping should be minimised

The solution is the cxiltivation areas should concentrate on
farming organisations to oirercome these problems.

We can organise at least on e stop in each town. Only re-
quirements are effaient employees and organisation, | saw a cooperative
shop in Kadawata area which had cabbage under vaslc* O<af@in»'d retail
goods. Cabbages were decaying ,  The Managers explanation was that
the Dept, presses us to sell vegetables but there is not market for
vegetaiQ.es here. Vegetable trade was a nuisance to him. They do not
know diBpftay methods but small children in the private markets know how
to do it* The customers are normally attracted by display. Vegetables
are subjected to decrease in weight with the time factor , Ther * i
it is necessary to reduce price in the evening and disp»**ff of the stock,
Managers are not given authority to decide on this even, Aa airesult heavy
losses are occured. Good manager can earn profit*f/hile rendering
service to customers. However any enterprise will beunsuccessful if it
is not efficient enough to attract consumer under competition*
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Speqiallly in agricultiwal .actlYl.1ti,e8, people of old
ameissed not wealth but energy, and cmo”eratively united to create a yast
agriculttiral and cultural heritage through their dagobas and lakes,

enabling lis to live proudly.

The only system Ilu i*rt.-ate a just and free society is the
co-living system defined by the saying "One for all - and all for one*#
This is also the easiest aad shortest method of. reaching a Democratic
Socialist way avoiding the extremist ideologies yet without reality it is
impossible to reach an understanding and self-reliance. Self reliance is
.more important to the cooperative movenient tbday as well as in the past,
than great: wealth* Without it the movement will be like a si®-scraper

without the base.

I trust you may bear with me for this short intriduction,
*While presenting;facts on the subject I am called to enlighten you on, ray
idea is to present to you the varied steps taken by us in the direction,
the results gained so far and;the drawbacks* and thereby discusss the way
and maans of overcoming these drawbac;® and create a more successfxil

coordination in future.

«

With considering the topic of Agricultural Cooperative
Societies and their apex societies, the description should be on the
economic efforts pf the workers livin;' all over the island, and thie
problems close to their day to day living on production and marketing, and
various ways toTOvercome these problems through their own decisions and
afiftions b?ised: on thsir own responsibility and organisation, She activitiet
of the :Eishery-technical Societies and Unions, Tea” .Rubber and Coconut
producing societies and unions, Paddy,,Vegetable, Potato, and other'food
crop producing societies and unions will be relevant th this.subjecti It
is difficult to do justice to a subject of this nature within a short spell
of an hour.i My effort will be to present to you the reasons for the
success & failures of the active co-ordination between the primary societies
-attaorhed to the Cooperative Marketing Federation and the Multi-purpose
Cooperative societies in Sri Lanka, and dxjseuse them-with'*you. IIsh”Il be
discussing in brief regarding the Coconut Jsrodueers Union, Rubber Producer”
Union, Fishery Societies Union all established in the”Cooperative Square" ,
where oxir Federation is situated, and their relative primary societies,
with the thought of giving you all, an uadt.TStanding of the producing and
marketing activities of these Cooperative Societies and Unions,
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It is relevant here for ne to give you a description of ovir
Federation and its member primary socie':ies. Our Federation was registerd
on March 19th 1973, after the amalgamation of the Sri Lanka Consumer
Cooperatives Union and the Northern Province Agricultural Droducers
Cooperative Union, and the cancellation of registration and buying uppart
of the assest Bank Agricultural Equipm ;nt Producers’ Cooperative Societies
Union, 268 MPC Societies in the island have received our membership. The
value of share capital up to 21-12-1977 was Rs.6,50,275.00,

Summarising the activities of the Federation it could.be
said that our dealings are between the Union and society, and the circuit
is from farmer to society, society to union, union to local consumer and
foreign enterprises. At a glance th”se arrangements look quite simple and
uncomplicated but the problems arise, when not only by machins*ry or the
efficiency and honesty of man, but through the efforts of making maximum
use of limited resources, trying to do justice to the consumer by bringing
justice to the initial manufacture, and from such an effort ,to ©aV» them
fro6 the ,'elutchflia tihe unarupulous private trader.

The beginning: of this effort was the era of introdicing the
Cooperative beliefs, principles and methods to the people of this country
at the beginning of the twentieth Centiiry, .The freedom of our country is
bhe well being of the numerous races living in our country as stressed b"
our Honourable President, There is ample proof to show that the cooperati-

ve movement lent a hand to bring about the Victory of the fight for.
freedom led by our patriotic leaders. The idea brought forth by this

foiindation was, to take cooperative dec Lsions independently to decide
your economic problem without cheating ind other influencing, and when
putting these decisions into action to t"ke all responsibilities and loses®
But it shotild be well remembered that the cooperative Credit system and
Unions begun because of this, at the beginning gave credit services jto the
agriculturist on reasonable condition; Be;'ore the cooperative Societies
Act was established Credit Societies started by the People themselves
issued seed paddy to members at 129" interest and non-members at 20": at a
later period after the i>irth of the Agricultixral Crop Producing and
Marketing Cooperative Societies the effort;; taken to improve production
and marketing; the incident after the take Dver of stall No,15 at the
Pettah Market by the Udapalatha Agricultural Crop, Producers Cooperative
Society Ltd!)' to avoid the hindrances that o-cured the couragous stand
taken by the Head of the Cooperative Departraant at the time, the

late Mr»Q, de Soyza, how he stood on a prociision box shouting "this box

is mine, | dare anybody to come forward”.

Pontd »»*/ft
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IT the Cooperative Store societies started before the era of production
and marketing to release® the consumer population from want, and the
attached Multi-piu®pose Coop,- SocietleE and unions®™ arid other producing

and industrial coopierati<ye societies aire required to face stronger
ohallanges today while developing thexr managementfehip, afirra feeling and
understanding of the self reliance oi the cooperatives should be establisl

eatiibng the cooperators through communication and understanding,"

The cooperators are required to face challanges thousand
times stronger than the one faced by Late Mr,G. de Soyza, The reasons
are scientific* If this strong challange is to be accepted competitively
on a free-trade atmosphere* without waiting, remembering the cooperative
beliefsm dedication to conduct business activities on one scale 1is
necessary* In this instant | request " you to bring forward any ideas
and suggestions you may have with reference to the tifferent business

sectors of our Federation, to wipe out the irregxilaritees hinering

our efforts*

Our Federation, through the MPCS®"s and distributing and
collecting "centres to supply on time the required fertilizer, seeds,
agro chemicals, equipment to the producers accept orders from the societi-
es, and buy from the ffertil-iaer Corporation, %ur & co., Government owned
Commercial Company and Agricultural Department and transport right *©
upto the "Society stores. In many instances "provision has been made to
pay in Inatallbment,-a"(nbnth after the receipt of goods* In this effort
the Federation has dealings with societies in the vegetable peoducing

areas 1in up country*

When supplying fertilizer for Paddy production, according
to the orders from ihe various MFC Societies all over the island while
fSrtilizer is supplied on easygpayment-te»m, at all possible instances
transpori”™ is done by vehicles belonging tp the Federation specialij: in
paddy production, the farmers deal directly with the MPC Societies of the
particular district, and Agrarian Services Department, while we supply

pequirements for the sofiieties applying to dur Federation,

Contd. *****5
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At this instance we should rerabmber the pilot project
initiated in 1973 with the fiill cooperation or participation of the
Agricultural Ministry, Agrarian Services Department, Government Agent
Hambantota and the Cooperative Management Services Centre (CMSC) 1
ptesenf this not only as a movement ir the history of cooperative
management advisory services, hu; as ¢ runner of a continuous, successful
attempt. Before *1973 ie in 1972/73 the consumption of fertilizer in the
Hambantota District was 1050 tons, Ajs a result of the above project in
m1973/7 fertilizer consumption ificreased to 066 tons, and as a result the
paddy harvest for that kanna (season) increased by 732, 270 tons ie 28"
This should be shown not only as the cordial coordination of the apex
level cooperative organisation, primary coop, societies, CMSC but also
the cooperation of the various government departments.

It will be fruitful If at this discussion today, ideas
and suggestion are given to conduct such a coordinating activity in the
other districts too. |If not, if the result of our Seminar is going to be
limited to lecturing and extertaining, it will be a barrier mto our
forward journey. What is meant here is that the functioning of the.pilot
programme foi* Hambantota should be the attemp t of the societies of that
district, such an attempt has to be invaljiably carried out in the other
districts too,

The main objectives of the Hambantota prograjnme ,were
1, To provide the farrier with fertilizer on time,
2, Increase in use of fertilizer to the maximum.

The suppOLy of fertilizt.i- for paddy is done mainly Ipy the
government department and Agricultural Extension Division, Our Federation
concentrates more on the distribution of seed fertilizer and agro-chemicals
to societies for other crops such as up country vegetables, potato. The
fertilizer received _Tiom the Governaient Fertilizer Corporation on
repayment after a oalender month System ia issued to the societies on the
same condition, Reqviirements of Badulla, Kandy, Nuw”a Eliya, Matale,
Ratnapura and Jaffna districts are supplied on orders from ,the
MPC Societies of these districts and goods are also transported to the
societies,

(PI, see Annexure | for the value and , -beginning

ammounts of fertilizer is,?2u9d from the/of .

our Federation up to 1778;,

Contd,,,/ 6
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Weakness & drawbacks encounted when supplying seed,

fertilizer, agro-chemicals and equipment.to the societies on the plan
followed so far’are mentioned below.

We have had to face instances when fertilizer, ordered
from the Government Fertilizer Corporation, after ordering, is issued late,
the societies do not receive it at the required time. To avoid this <
situition, orders from societies should be received well ahead in time.
The societies when estimating requirements, should find out the requirement
of their member and vnon member farmers within the area, involved in
agriculture during the specific period* This will be pessible by analysing
the activities of the previous yesirs or accounting to the nearest figure
the crop estimates for the ciirrent year. As time is a most important
factor in agriculture, and unlfike in the previous years to win the
business competition existing today, the interest of the employees of
societies from regional level to apsx level is essential. Coordination &
communication of members regional and official shotild be followed as a
practice. Also the society and our Federation too should conduct such a
coordination* Very often by experian«e we could say that due to the
absence of such an environment, sale of fertilizer has gone in to the
hands of the private trader and the farmer, suffers from injustice and

mal-practiceee

To supply the best quality vegetables seeds (up country
production typ») at reasonable prices orders have to be placed with the
Agricultural Department Seed Store at Nnwara Eliya, From our experiance
in this' Work, we know that the society has to subait their application to
our Federation VK months esirlier, reques™,ing their requirements through
the Agricultural Officea in the district and the Agricultural JExtensiGn
Offices in the*district# Then our Federation makes an application to the
Agriculture Department, according to the requirements of the different
districts# The Agric\ilture Department informs the Federation the allocaticn
that could be made io each district depending on the seed reCeiv'ed from"
foreign markets and the Federation in tiurn informs the societies. -Then
when the society orders the requirements for that season and arrangements are
made to supply it to them* Then the agrieulture Department allowing the
Federation a grace period of one month, allows the same facility to the
societies* As this months loan is internet free societies are supplied
with theii* requiremeat without » discount from the Federation even ifcf the

society purchases from the Agriciilture Department#
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Thotigh this same facility is provided by the Federation to the Agricultural
- om > e
Crop development sccietieB, they have tb purchase seed on payment of,cash.

The drav*back we have observed by this seed distribution
system isthat the societies do not get the fd | quota of requirements.
Sometimes the reasons for this could hi that fhe prior amount applied
for by the society is done without detailed accounting of ths requirements
of the area of operation. Also when the amount applied for and the amount
allocatedfexceeds the requirements, seed is not sold and remainsfin the
stores, and becomes outdated. Thereby the society faces inability to pay
for the seed within the stipulated period, and while the society sufferes
loss, they lose the facilities of making use of this service due to non-
repayment of loan* The Agriculttire EDepartment does not take back after
issuing anyremaining seed not sold.

Up to 1977 our Federation held a vegetable «eed distributing
monopoly with the agriculture department. But since ;1978 as seed was
issued to the private trader too, and the farmers have the option to
purchase their requirements from the private trader too,the societies
should,make ~11 effort to find out very carefully the requirements of the
farmers in their areas of operation and also make all efforts to rapidly
issue the seed to farmers without keeping them in store. As sale of seed
has been allowed to the private trader mainly for the benefit of the farnor,

and to check up on the efficiency of the cooperative societies. It is a
suitable time for the societies as well as the wmployees should pay special
attention to this fact. It is not necessarjs for me to remind you that

according to the present situation the security of the society is not the
responsibility of the member, hut of employee.

Purehasing of vegetables, fruits

Acoo»ding to the coordination between our Federation
and the MPC Soeietie* in the Badulla, Nuwara Eliya, Kandy and Jaffna
distsiets the purchasing of “~ruit and up country vegetables is based on
representative basis. This is a sphere effected by the Lanka Agricultural
Crop Producers’ Union oefore our.Federation started it. - As a'agucdes66t’
our Federation has been eontinuously earring out this busineffff activity.

Contd«« »tipe=*/B
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By practicing this system otir Federation supplies the following facilities
to collect and deliver the vegetables and fruit from the collecting centres

situated in these districts.

1, The vegetable cpllocted by the branches are brought
to the centr-ep by the societies by vans allocated
for the centres.

Bm Transport to the store in Saunders Place, Cqlombo from
the Centre,

3* Under service expenses, supplying empty cases and

packing.

Report daily the prices of vegetables in Colombo, to
societies and branches, by circTilar.

5* Of the 109" commission received on sales by the Federa-
tion 6% is given to the societies.

As a result of the functioning of this system while a high
price is maintained for agricultural products, it has been possible to,make
the private trader too to follow this system so as not to bring down these

price levels.

Two weaknesses observed recently in this system are-.,

1, Insufficient interest displayed by the societies”-n

2. Losf qqglity of good® supplied. Therefore it has not
been possible to get reasonable prices for the goods,
and the commission of the expenses incurred -by. the m
Federation-f-or providifig "this service "is lessened, the
Federation has had tc collect vefeetafeles from their
"Aentree instead of through the societies,

mfe walcening of the most important unit of the
eoordination between the Federation and the societies has resulted in the
private trader »eapir.g tlie*liiaximum benefit, a blow has been dealt to the
self suffi«iehoy of cooperation,” *Also because the vegetables collected
by the Federation ai»e purchased by only thi-ee societies very closely
situated to Colombo our Federation has been forced to sell the produce
through their emarkej.ilg shops, to Tourist hotels, other business

organisations, ships belonging to the Sri Lanka Navy.



The main reason for this is the societiss have not acquired sufficient
space to display and stook attractively vegetables for retail sale and
catc.h the eye of the consumer™ and also they have not made an effort t(

prepare for this.

Sale of Small Scale Export Crops

Based on the coordination of activities between Db\ir
Federation and the MPC Societies in Kandy, Matale, Kegalle and Ratnapura
districts, cardomoms, cloves, nutmeg, dry-ginger, peper and such spices are
collected and exported. We endeavour to inform the societies well in time
the current market prices and have already provided a training course in
classification of products in 1975* The.officers in this field who
participated in this training course were first instructed by theBureau of
Ceylon Standards and they in turn imported this knowledge to the employees
in "the societies. This programme was carried out on the instruction and
"advise of the Sri Lanka Cooperative Management Services Centre*

Before our Federation stepped into this field of business
no other cooperative organisation had cone so, and at the beginning we
were very successful but later encountered difficultAes, The reasons for
this were, the absence of ultimous interest of the societi%§" ?nd their
i i ) ) ] remarkable i
indulgence in mal-practices, Ftom this enterprise a/profit was gained by
our Federation and through us, by the societies and their members, and also
collected a fair share of foreign exchange.

Marketing of Betel

This field of trade was limited to our Federation and the
Consol-e*po Ltd, ThT.s"funotioned with/~s3”istanoe of the MPC Societies in
the betel growing a»eas in"~Gampaha and Colombo, By embarkd®*g the _business
it was possible to* i"trprove the finances of the members of these societies
and also earn fmreign exchange for the country. We received t]ie pp”portunity
to export betel to -PakiBtan when the country severed connections with -
liieighbouring Bahgil44e3hi It will be possible for us to continue with _this
business b~fatise if the high quality of the. Betel in our Country,



Purphasing of other products

The other products purchased by oior Federation from the
societies in districts where they are grown are green gram, cowpwa,
gingelly, %aj}ariBf Hindu gram, mustard, tamarind and goraka. While
arrangements have been made to supply these products to societies in areas
*here they are not produced, a fair amount of prorchasing and msirketing has

been carried out so far,  _L.....

The insects and weevils that attack the stocks of these

products that are collected and stored for marketing is a problem. No
.remedial measures have been discavered, so far for this evil» In 1975 the
-societies in the Hambantota district purchased in large quantitiesj stocks
mof green gram, cowpea arid uluthugram. As these purchases were made at

mimimum rates it was revealed that the traders tried to sell the produce

from neighbouring districts too through the societies in the Hambantota

district* As storing faoi;ities for such a large stock was not available

in Colombo this produce had to be transported and stored in Jaffna, The

damage® caused by insects to this stock was around 20 lakhs of rupees.

The main obstacles to the development of this marketing are lack of

stor age facilities and suitable storer hoiises to stock grain, and the

failure to find remedial measvires to prevent damages.caased by insects.

The other apex level agricultural cooperative societies and

their, affiliated unions

1, Coconut iftoducers Cooperative Societies and Coconut

Producer Cooperative Societies Union,

2# Rubber producers cooperative Societies and Eubber -
P»odueers Cooperative Societies Union, -- ...
* 3.

Accoirding to the functioning of the Coconut producers
Cooperative Soeietlee and its Union, of the 1> functioning primary °©
soeietieai, 6 societies engaged in business activities-"are sitiiat’ed within
the "Coconut Triangle ”in the North V/estorn Province, While the
dessicated-roconut _leﬂ]ufa#tured- by these societies are sold d_itec_t_l_y
to ifreight agerits by the soeieteies, a very small amount is sold for
national requirement#<  Further more the poeonut.oilf*crude coconut oil
produced by the societies are sold to the union by the societi &s.

. Fisheries Cooperative Sosieties & Fisheries Societies

Urio*,
Contd,”

wish to mention here that the short description on

I
the above field of #ooperaoives will be only an introduetion#
mfrxvh _cuii.-cips
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The cooperative bar-eoap and soap cakes produced by the union eire sold to
the Cooperative Societies in the Island, Government Corporations and
Departments, and expcirted by the Union.,

As more buyers are comxng forward specially from the
Middle—East, this 1is functioning as a profit earning venture 1 According
to a recent review® orders have been received® from middle-east countries
for Ekel Brooms,

0f the obstacles experiances 1in conducting these business
activities the most prominent are, failure to proature, caustic soda
requirements for the production of saap from the Government Chemicls Corpor-
ation in Paranthan, and fat*

witiv  the objective of
manufacturing the full amount of coconut oil required by the Cooperative
Movement, this Union has taken over the dessicated coconut mill of this
society situated in Mirigama*

Since 1its registratioa in 19722 this Union has been
functioning steadily up,to date. The land on which the Oooperative House
is situated and the building owned by the Union are landmarks of its
success. This union has gained profits of one and a half lakhs during
years 1976/77 and two lakhs in 1977/7?8,

Rubber Producing Cooperative Societies Hubber Marketing Union

There are societies affiliated to this union. The
member of small scale land owners holding membership of primary societies
is Rs,1,50*000*%00 In conducting this business, among the benefits received
by the small scale land owner>"“the functions of supplying services through
large scale businesses undertaking and marketing of their products abroad,
too are conducted fundamentally# While grade Nos. 1,2,5 sheet rubber is
marketed with the approval of the government by the “oods purchasing
commissioners Department, grades ”~ and 5 sent abroad by private

shipping agents.

Operating this business the main obstacle faced by the
Union is the sufficient storgge facilities for wholesale rubber storage.
The Union has been struggling for sometime to procure sufficient land to

overcome this hindrance.

Contd,.,.,.*/12
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But, it hasnot been a.ble to unrabel this.Memeborshlp of this society
held by theMPC Societies ofthe Rubber Producing Area,-

The Union has so far failed to® get a reasonable discount
from the State Tending Corporation for the supply of aci& required for

production of rubber*

Fiaheries Cooperative Societies & Fisheries Marketing Union

The Fisheries Marketing Union affiliated to the Large
Primary Fisheries Societies existing In the coastal areas in the island,
are very limitedly involved in the actd.vities of the society* The reason
for this is, the business field that belongs to this union earlier has be
taken over”by the:Fisheries Corporation. Today this Union supplies with
:no profit the stationary and printed material requirements of the member

societies*

>?While my personal thaitks are extended to you a,llf0z*
your cooperation in this attempt of mine, 1 wish convey ray sincere
cooperativ%lgéeetings and thanks to the 4rganiser6 of the Seminar for

giving me , opportunity to p~ticipate and convey my views".

PH/

26/3/1979.
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ANNEXURE 1

BUSINESS ANALYSIS OF TS&E MARKFED

1976 1977 1978
XndegenouB goods 10,721,2?V- 6,822,280/- 1,932,953/-
Agricultviral Investments 12,021,2?V- 12,185,701/~ 11,162,392/-
Vegetable Complex 15,650,853/~ 17,376,893/- 12,099,350/-
Supply of fertilizer
under Hambantota
Fertilizer pilot";
programme. , 2,023,320/- 4,061,163/- 2,209,200/-
Minor Export Crop
<National Market) 2,555,369/- ~90,580/- 20,135/-
-40- (ForeigJi Market) 3,7"6,918/- 1,760,212/- 113,646,375/-
Export of Betel 15,363,377/- 5,398,053/- 1,013,715,710/-

PH/
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THE GENERAL ECONOMIC BACKGROUND

Most of the developing countries in South-East Asia have
no» enjoyed political freedom for a little over two decades. They have
made noteworthy progress in economic development. Because the economic
conditions which Existed at the time of achieving political independence
were so appallingly, bad, and also because the effect of development
activties at the preliminary stages of economic development is slow,
development measures taken so far haveJE%%e an appreciable improvement in
the econo"mic conditions of the Region.

The size of land holdings in these countries is small and
consequently the income of the farmer is low. The farmoi-s are barely
sufficient to meet the subeistance expenditvire of their families. The
avenues of subsidiary employment are few. There is wide-spread unemployment

and under-employment in both rviral and urban areas.

However, the numerous development projects that are being
implemented in both the agriciiltural and industrial sectors are rapidly

changing the economio conditions of these i<ountries.

Many irrigation and colonization projects have been started
in a determined effort to increase production. Pricc support programmes for
various food crops have been put into operation to stabilise farm prices.
Various laws have been enacted to ansure sefurity of tenure and to effect
all round improvement in J5he conditions of the impoverished and improvident
peasantry, Agrioultu?al production, though tt still suffers from problems
such as under-capitalisation and fragmentation, 1is rapidly improving due
to thesemeasures* Improved methods of cultivation and especially the use
of high yielding varieties of seed have eontrtbuted to this improvement
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in Xp small,...wayCertain coimtrles-. wiiich. have .been till -r.ecentiy

importing food grains now have a siirplus.
s

Though the major emphasis is placed by governraeni/on
agricultiiral development, industrial ievelopraGnt has not been neglected.
Numerous industries have been startea since the attainment of independence
in these countries. They have opened new avenues of employment in the
cities and thereby created a tendency for people to migrate from the

rural to the urban areas.

The literacy rates are rising due to the creation of ~

better and more facilities for education. The medical and sanitary
conditions have,improved thus resulting in lower death rates. These

improvements have aggravated the pressures of population on land”

- The government of all® these countries, whatever their
forms and political ideologies, have been deeply involved.in implementing
economic development.plans designed to give meaning and purpose,to-their
-h~d-own. political, independence. They seek to do this by creating*
conditions under which the teeming, millions of these countries, w”o have

long suffered the privations of under-developed economies, could enjoy a

reasonable standard of -living.

These efforts;are rapidly changing social and-econofiiic
conditions of South-East Asia, ,, A celebrated Prime Minister of one:;Qf m
these countries commenting on the chan™"ing conditions of his country
said: "Let us remember that today we are in fact living in an age of
..transition,- with al.l the factors that ai"e inherent in such a period of
transition in rhuman history” ,but with those factors exaggerated and &
accentuated as nevei; before, <fin the whole history of mankind". This =«
aptly describes the conditions in all the developing countries of the
Hegion, It is g:gainst this changing econofflic ba-®:kground that the coop-

erative movement had to d<”velop.
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BRIEF HISTORICAL REVIEW OF THE COOPERATIVE CREDIT MOVEMENT

In all developing countries the initiative for cooperc ti/ i
came originally from the government. Almost all the cooperative movements li
in these countries were started in thf early 20th century and they began
as credit movements, Th\is the credit cooperatives have a i}.o0g history
compared to that of thetotfielr sections of cooperative endeavour. However.,,
though credit societies have now functioned for over half a century in the
countries of South-East Asia, it was only after these countries gained S jr
poliTical independence that the cooperfitive movement was given q definite
role in economic development and so be(;an to have an appreciable impact on
the lives of the people. During the pj2-independence period, the Jrov/th.
of the movement was slow. For instance, in India in 1952i by when the;
cooperative credit movement had functioned for 48 years, the cooperative
met only 3 per cent of the credit needs of the rural people, whereas
within ten years thereafter the percentage had increased to 15,

The slowness of the.morement®s growth during the pre-indep-
endence period may be attributed to three main reasons. Firstly, the
pr.eocviupation of the leaders with the struggle to gain political freedom
left them little time to devote to othor social/economic activities.
Secondly, at least a section of the national leadership was reluctant to
involve itself in cooperative activitios, as the movement had been started
by the colonial governments, mrhe popular leaders looked upon the gospel of
cooperation and se3.f-help, and the lim:.ted measures taken by the colonial
rulers to meet the basic economic needs of the masses with a certain amount
of suspicion, as they saw the efforts of the colonial rulers to promote a
cooperative credit novement as an attempt to placate the masses who lived
in deplorable economic conditions and so divert their thoughts from
pursuing the demand for political independence which had already begun
rear its "ugly” head. Thirdly, the dupport the movement got from the
colonial government was limited, and the movement was not part of a
larger programme “cif economic development. The government imposed controls
on the societies whioh were designed to keep all decision making power
concerning cooperatives with the government servant to the exclusion of

the non-government leadership.



Mas propagation of the principles, of cooperation, and their application

in all sectors of the economy, were nov encottraged, but-rather discoura™-e-""-.
For instance,. the-.MacLagan Committee on Cooperation in India * (1915) i
which.was composed mainly of government servants who were responsible for t
the formulation of,/policy concerning cooperative development, opposed the

idea of teaching cooperation in schools,.

Since independence, the governments in most of the
developing countries have come forward to help the movement actively, and
to,regfird the cooperatives as instruments of social and economic developr:
ent. This participation of the governrrent, however, is not without
problems. These however will not be discussed in this paper as these
problems relate to the Entire movement,

MoFe and more- cooperative loaders have emergea 'fArom among
the people, and the people- have come to regard cooperation as the method
best suited to solve their economic problems. Their involvement in
cooperative societies has steadily increased and today in the developing
coiintries served by the ICA Regional Office and Education Centre for
South-Eaist Asia#, the total membership of the movement is over 60 million,

Japan has another 11 million.

The Goop.er®itive movement has been entrusted .in a.Ilmost. all
thesQ, countries with a substantial share of implementing the .economic
development plans g; their governments, and to, very great extent it has-
.been, made ,a governmental instrument of economic development* The
cooperative moveraent is charged with the task/)f providing the finances &
thé& einp-"Ats required by Ithe agriculturista for production as well as lot
marketing of .their; pi“oducQ, . In japan and few other countries they provide

farm guidance 9s well., m

* Report of the Committee oix Cooperation ia India (1915)i
Chairman mE*Dv Mao.Lagan, REserve Bank of India, Boabay..

N Bangladesh, India, lhdoaeBiaif" Iran, Rep,of Korea, Malaysia,

Pakistan, Philippines, Singapore, Sri Lanka a»d Thailand, mm
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WNhere rationing of essential commodities has been introduced by governr.ion-5
to ensiire equitable distribution of scaroce Commodities, the cooperatives -
have been called upon tr. handle such nchemes. The cooperatives have also
been given the responsibility of providing finance for artisans and small
industrialists for developing their industries. Constant attempts are

being made by the cooperative movement to adjust it self to the cdntinuall;
changing conditions brought about by e3onomic development, and to face

upto the challenge offered therby.

The credit activities of the cooperatives societies form
the major part of eooperative activities and the societies that are
engaged in these activities have played their part with considerable succ-
ess inspite of nuoerous problems and handicaps. In the Region pf
liouth-East Asia covered by the Q5CA Regional Office, there are more than
224,000 credit cooperatives, with a meirnbership of over 2? million. The
number of multipurpose societies which have credit as 4 major part of their
business in these countries is over 30,000 and they have a membership of
over to million. Thus out of the totsil membership in the Region, 57 millic
n are that of thrift, credit and multipurpose cooperatives.

Agriculture in thaeeccountries is still largely based on
primitive methods. The economic conditions described by me earlier leave
the rural folk in a state of chronic indebtedness. They do not have the
required capital to new mwthods of agricxilture - to use better
seeds more fertilizers and better cultivation practices. To break this vici
vicious circle of low production and poverty, the peasant cultivator must
be provided with the necessary capital. Hence the vital importaiice of the
roale played by" the riiral credit and multiporposescooperatives, Ih perfor-i
ming this oneroiis task, these coopel*atives have to face numerous problems,
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THE MAIN PROBLEMS OF CREDIT COOPERATIVES

The main problems of these societies are discussed below,

Uneconoraic size of societies

) Most of the credit cooperatives, specially those in the
rural areas, are small, Chey are mostly®"confined to a irillage or even a
part of a village. Consequently the volume of business handled by these
cooperatives is limited. The volume is limited not only because the
society is small in size, but also because the quantum 6f each loan exten-
ded is small, and little or no business other than crfefiit is handled. This
limitation in business obviously prevents the society frora achieving the
economies of scale. The scope for development becomes limited and this *
prevents-the ptirsuit of dynamic policies for the economic uplift of the
members. At the beginning of the cooperative movement in the develbping
countries, great emphasis was laid on the importance of members having
personal knowledge of one another. To ensure mutual knowledge, the *
formation of small societies was encouraged. The MacLagan Committee
observed: ~We wotild lay stress on the importance of small beginnings. The
members of a society should be few to start with, and increases should be
gradual and the ultimate total moderate. The main advantage claimed foi-

large societies is economy of nanagement, but this consideration scarcely
affects rural society. On the other-"hand small societies are”"more easily
supervised and trained in cmoperative principles, juSt as small classes are
more easily taught in schools™. Although small societies®were indicated”
at the inception of the cooperative-credit movement, it is aot so mider
mthe present conditions. The R"oyal Commission on the Ooopeiative Movement
in Ceylon* has observed in its report (1969) i ~“Whatever may be said of

the social values of small cooperatives - and it cannot be denied that

they are often great - their economic benefits are often slight and of

short diaration.

e Report of the Royal. Commission on the Cooperative Movement in Ceylon,
Chairmait : Dr.A.F,. Laidlaw (Sessional Paper No,11-1970),

Government of Ceylon, Colombo, 1970,
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We, therefore, recommend that the number of primary societies be greatly
reduced, and that the first general, objective of a new-sttuctiife should be
a much smaller number of lar{-"e primary societies™ To me.4t the yast ,
challenge thrown to fhem, and to perform the increasing and complex
services demanded of them by ambitious plans of economic development, the
cooperatives have to be viable and strong. It is only then that they would
be, able to attract competent manageriiil personnel for fulfilljing their
obligations to the “membership.

. , ,Many developing countries have realised tjie, need-for
-viable, and"strong .societies, and have undertaken programmes "of amalgamation
in-prder to bring to gether small soci.eties ancj form viable units. There
are various difficulties in bringing about the amalgamation of, societies.
The members of a constituent unit are sometimes unwilling to locate the
-headquarters of the amalgamated sociei;y in the other village, or vice
versLa. The good societies do not like to merge with societies. whose .
functioning has been less satisfactpr®A, Some leaders oppose the prosess
for fear .pf losing their leadership p~rer the society. Furthermore; therio
are legal difficulties. The cooperative.?laws of certain countries jdo not
provide for amalgamation. In such ca”es amalgamation becptnes a cumbersome
procedure. Inspite of these difficulties some countries have been fairly
successful in,their attempts fet amalgamation of the credit cooperatives.
An element of compulsion is sorp.etimes linforced to bring about the desired
results, n 'S

Lack of trained staff and managerial skills

- . - Another problem is the lack of trained istaff and managerial
skills. At the inception of the credit movement, spcieties were small and
their business was simple. The affairs pf the sPcieties, therefore, could
be easily managed by voluntary leadership. Now the demands that credit
cooperatives ar,e expected to meet areheavy, and the tendency rightly is
towards the formaticn pf larger units. The business in these spcieties is
becpming more and more complex, and this demands the services of highly-
trained personnel with managerial skill. The uneconomic size of some ccop-

eBatives, " which"™-esalt in tTieir inability to pay adequate salaries, 1is one

. /fac tors . -
oBotDffthtnajor / that prohibit" the employment of competent personnel to
manage their affairs.. ~Their growth is hampered due to lack of managerial
talent, thus setrMirtlg®iri jadtion a vicious circle* However, enGouragihg
trends tpwards araalgamatiott are noticed,- |If amalgamation is properly

pursued it will remove these obatacles to development.
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Promotig&ep{gaggcts are absent or limited in most of the
cooperatives. This 1is/lack of vertical intergration and proper personnel
policies# This situation discourages leople of ability and inte**gr;ity
from seeking employment in cooperatives. Another important reajson thal,
keeps talented people away from employrtent in cooperatives is the low
prestige which the employees of the cooperative societies command among
the public. This is due to the “oor public image of the cooperatives, as
a result of the losses or irregularities that exist in some cooperatives.
Irregularities in the cooperatives get publicity almost to the exclusion
of their achievements. This, 1s, firstly, because the cooperative movomen
is a people 3 movement, and in this Ref;ion one sponsored by the state” it
consequently invites public attention greater degree than it would
otherwise, and secondly, becaxise the enemies of the movement have a virtues
monopoly of the available nsedia of pub®.icity. The lack of good publicity
for cooperatives i1e a problem to wrich the movement must devote immediate
attention. Due to these factors, even talented persons who get employed
in cooperatives and receive training, nore often than not, leave before
lon# in search of better employment. This quick turnover of the employees
results in wastage of the limited training facilities the movement has

at i1ts command.

"> The government in the cleveloping countries, wgich are
keenly interested in corvirative development, often depute government
servants to manage the cooperatives. This is done with the intention of
helping the societies to get the servicss of competent people, and also as
a safeguard for the funds the governraen ;s have loaned or invested in the
societies* By the time these government people get trained in their jobs.
and come to be acquainted with the techniques or business management, they
g.et,. transferred elsewhere, thus taking the cooperatives back to thfgnwner
positions, retarding the moydment with loss of time and money, to boot.

The leadership of the cooperativeAf quoftunéteiy, has also
failed to recognise the need for following a business-like approach in
funning their institutions, and therefore failed to appreciate the necess-
ity of employing competent managers and giving them continuoiiis training
md incentives to function efficiently. Instead they «aat to interfere in
mmi a,ffairs of the society which would ri*rhtly fall within the pin~iew

f the manager, thereby discovjragingi men with initiative "from giving of

heir best to the movement. _ \

AR , .=
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Fortunately, however, uriii** rocunt years cooperotivus
have been to attract nmrire an: more talented people tc their
cadres than previci-fjy. due ti tuo fac ; tx; t many of thes i oocioti>.s mmy

i‘rown in si?z;, and impr ". r-. *;huir pc"fcrmanco* The All India Hural
Cra-:!it Review Committee * h>3 observei™ in its report that mere pri‘nary
crodit coopcrntlvos al;:. to onf™ J"”c secretaries have- emerged in-
rec->nt years.

_, In; cert-,"in nlacos secc niary cooperatives'.maintaint' f i
iTianagerial cadres to supply managerial services to thtfir affilintfts, x;:ia
system enables the smf.ll primaries"to gat the .-services of® better qu.9.liii
personnel v, "ith;-,r-t t**ri%ea to oBplqy -.hem full-time.,.

Not pril;/ have the coo e.~atives been able to attr;;ct bott.-.r

employees in recentbTt,t*ey h ve also been able*~to, fhive fr.4en,,I"
better tra.inihp - :th- ir “.employees dU".#to the establishment of an incr®;-

.namber nf;,.";trainan;.; centres and th ;"expanaion of the existini; aes™"
The 1Sa Regional*C.ffic". and Education Centre for South-Eas"t thrcwcli Its
trj iningV.arLfl -pr'-yf*ranmmes, las cc.ntributed cciasiderably;. towards
this orientation,- The.Centre has, .du-rinij .the.- I»st, 11 years, held 838
M\J;Jonal and na,ti"CGha.l tfecTinical meetings, V/here moje than 2,200 porsonS
holding important mmmpositon™ in thel cooj’ei-. ;.Live teo/frad;" - Tsere orie;»t<jd .ii.
v;&riou”; aspGGts-icf! cvroperartion* - Theo.c;i".,rp “Exchanc® Pro|?ranimeof-tr* =
C-mitre.," is \Ir T- 1acroaso lho knowledg.e of .the =< -
tg:achelrs ih tiie—na-mga]’\—:tlf?iinif;'a centres with rejiar.d mdt raethfedsaaal. )
tdbhnig™wa. .. f*f -tA. =T"t\ng -bhat. ark-""*ir-">"0"en# in the -jfilepich, has .been"of.. -
hc*lp in .this roi*ard and has been appreciated by tho. v t

Report of, the AlIl ~7.\.dia-Rural Credit R jvie-w Coiw.ittee,
Chairman : fi. /en-c"tappiaii, R-csK*rve Bank/-«f India,..1969*
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Lack of adequate finance

Anctlicr -oM tm is the <ck of adequate finance. In ty»
initial stages of agricultural clevelopm- nt, the farmers income 1is very
“uo to his raothods of cultivation bainp rimitivegi the uneconomic size
ms holdings and the lownese of his vyicl. Is. His income is hardly suffici #

meet his expenses for the bare necec”r.tios of his family. Therefore, ;
iirrdly hr.s any savings. He 1is, in fact, in a perpeatual state of indebtc
n I"Mus th” <Tcuraulation of capital, c"ther individua].ly or colXectiv

™~ ugh the society, becomes impossibl-,," and the self-financing of the

I/ oait cooperatives 1 o-.:Js a dixficult \ask.

To brin;®» about a bryak-ti rough in agricultural productio-"

vicious circle of 1 ;w pro®luction g, T poverty has to to broken. It Ir.

~lwayo bcon difficult, _If not ip": ssible , for the tttarreerp tr their crodi-
C- opor®-.ti*/os to oot.ri-.n bhe required ~i: a:icial facilities fr.,n the private

i.Ir.ance institutior .a-ice agencies are located in the b"
cities, 701 the rur _pe-:ple have littje or no connection v;iih them. Tho
securities which th> orecit cooperativ s have to offer on beS.alf of the
farmers a,:-ainst loa-.s ate limited, Ev,n when they can offer the land or
produce of tlic far> ”'s ae mwe">urity, t™e existence of protective legxs.”" ™

in favour of thu f-x which prevents th . c*reditors from seizing suc™
securities ir, the * mme"""re to .s jay due to conditions beyond the
farmers *control, & : these securiti!;3 unattractive to finance agencies,,
T,0 risk involved i crot3it f"Oi"peratives pomp"."sed of a largo nr"

rf subsistence farmer? is high. The fcct that the return of capital in
tra-"le and industry 11 quicker than that of in agriculture iac yet another
reason why privatt. f.:7ance agencies pref;:..-"not to provide funds for

agricultyire,

I tj c-c finance agencies are to be attracted to financing
agriculture through a.operatives, it is es jential to strengthen the farmer,
co-peratives, so that ";hey can get their mc."Cibers to undertake agriculture
on a commercial basif? u:l so create among I".ile members a realisation of *
importance of boih coar-""nseiousness and tie application of the principles

of management to thei? agricultural undertakings.
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The reluctance of the traditional finrtncing agencies t
support credit cooperatives necessitates the intervention of the gcver..-
ments in all countries of fin-“nce the r. #mperatives to the e;:tent of whu 1
they need to be financed. Most of the tjovernments in the- devolcjping
countries have realised their responsibility in this respect and have
taken praiseworthy steps for financing/ credit ccu.perativus. In sever:.1
countries, governments have sponsored banks for agriculture and coopertri.
es, or have created government finaneo institutions for the purpose of
financing cooperatives. The Bank for Agriculture and Cooperative of
Thailand, the Agricultural Development Banks®™ in Pakistan and Nopal, the-
People®s Bank of Sri Lanka, the Agriccilturo and Sredit Administration _f
the Philippines and the Agricultural Credit I”cpartment of the Reserve
Sank of India, are some examples. The central _bank/of several countries
have agreed to guarantee loans given to credit cooperatives. This has
made it possible for the societies to borr<.,w from sources other than
government-sponsored institutions. This typ« of governmental.assistance
lad the Rural Credit Sxurvey Committoc of India < to remark that lack of
finance,as such, was not a major obstacle for the sound development of,
ajriculturai orerlit.

The receipt of" financial aes"istsinee from the government
should not blind the eredit coopsrativee to the need to build up their
own funds#® It is also ImportTant thc"t WFtnbers of"cooperatives should
cultivate the habit of tfhrift and accumulate® savings in their societies.
Savings under the comp”sion df bylav.§ Tillingly adopted is a self-impost.
discipline of great benefit to the merabfirs. The rural development
project in the Cotiillla Distric"t Bangladesh, popularly known as Tomilla
Project"”, ser\é%sheﬁz a striking example of a cooperative scheme where a
self-imposed/of sariag has proved sue*c"ssful. In India, the credit
cooperatives have been able to"mS"bilise the isavings of the community in tfc
form of deposits. The All I»iiia average for de”sits is primary
agricultiu®al cooperatives and central b?Jika has gone up from Rs.558 in
1960-61 to an*7?.9 in 1966767 per 100 of~y-~al population# Particular
states in India, like Gujaraj]| and Maharashtjra, have impressive records of

* AIl India Credifj Su“yey, Report of the Coinmitt™e of Direetion,

Volume XI, Genejial. "epor™is Reserve Bank of India, 195"*
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..'rvins's deposits in credit cooperatxvt3 and central banks, with an ave- iC-
if UUs.2,703/- and Rs.2,292/- respective iy per 100 of rural populatioa*

If members learn to save through their societies re;7ulr /ly
they will bo able to increase their savings when their earnings improve.
Thus a society"s own funds would increp.se in proportion of the rate of
imprrvt-inent in the economic position of its members,

i-nab lity to grant adequate timely credit

Another problem is the inability to grant adequate and

timely credit. The important considerations to any person, who borrows,

mkther he borrows for agn-iculture ",r for any Dth«r purpose?, are that tA.
i.van is adequate for the purpose, that i1tis grantt,"\ ¥Vithout complicate.:
procedures and that it is di " "lbu:""sed without undue delay so that the bo-
rrowed funds could be utilized in time. These, unfortunately, are the vory
points of weakness in most credit cooporatives. The inadequacy of sourcis
for financing the cooperatives may b™ Teason for the ijiability to frant
adequate and timely credit to farmers, but iiiiis is not the only reason,
n-r even the main reason. Even »hen the finances were forthcoming, other
factors, such as complicated procedures and methc as cf assessinf; loan
requirements adopted by eooperatives, have contributed to the “f."-ilure of
nembers to r:et I""ans in time. In assessing loan rtiUirements, ft;, finn r"s
assets and the seeurites he «an offer axe jiven more weight than hi,-
production potential, A]Oo»ding to this method the farmer 3 credit
worthiness 1is judged, not by his repaying capacity which is reflected ir. tlio
production potential, bui by the value of his land and other assets. In
U3ing such methods of assessing creditv/orthiness the cooperatives fail I
recognise the creditworthiness that acjft®es to a member by reason of h.io
capacity and diligence. The assessment of creditworthiness on the b™-i/"ip
(f a member®s production potential is all the- mc.re indicated where crerT
a required for scientific agriculture which incolves heavier capital out.l -

Another problem is the traditional reluctance of the
agricultural eooperatives to lend for consumption purposes, SubsiStenc"”
loans are considered unproductive, and are therefore refused, thus drivl.i,"
the farmer into the hands of the private moneylender with disastrous

c~jasoquencec.
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Though it is true that agricultural crodit bocoraes dynamic only when .it is
utilised for financing measures which increase production, one OBnnot

overlook the needs .f j j fariior. In initial stages of agricultur:.!
development, it is difficdlt to distinguish between production and comsu-
raption credit, Vihen farraiag is at a subeistanoo level, the faraer-"s ]

consumption needs are mmormally the basic necessititis cf life of himself rnwi
his family. Sometimes he would need something more for ceremonies which

are essential social c”bligations in tho farming community” The farmer has
to fulfil these obligations as he nct-i3 tho help of the members of the
aommunity to “Folow, his a™ricultural pursuits. |If credit is extended to

meet the cost o°f hired labc™ur, thoro is no fqrs™\ =Tty credit should ™ .not

be extended to meet the basic needs of the farmer and hifj family v/ho work

on tho farm". Instances aro not uncommon wheife credit is surreptitiously .iwr
diverted to meet cunsumption needs when it is supposed to* be granted only fT:i
for productive piu?po»es. As agriculture develops and the farmer 3 income
rises, there is less need for this type of-credit as he would then have sur

surplus s-avings for such expenditure, ;

The" cumbersome procedures involved in applying for, and
granting and disbnising, louas aften result in delaying .te- f"mer*s
operations. Occasions nrv not rare v/huri the farmers get loans so late,
due to the lengthinivs,"? of procedures, that the loans cannot be used; foi* the
purposes for which t,." "i.ae been given.

The err p loan system in India and Sri Lanka can be called
a significant innovation in the field of cooper”ative credit* Under this
sytem th” croditworthin>-sa of the £aFrae» is judged: on his repaying ;
capacity, _CojT,sequeatly it is asses3od in re”atioa to his production
programme, taking i1ato a#;.,unt the crop gyown, tho are” ciltivated. and
tho techniques adopted. Loans can provided under this system to all
cultivators, whether ow?orir % tenaiits. The loan consists of cash and
kind compnents,mCash is ,;iven to meet the expenses of farming operationc,
v;hilist fertilisers, seei'n, vjtc, Kre given in kind. Both in the disbur-
sement and in the recovery of the loan, aeaaonal factors are taken into
account, and credit is linked wit]), supply and ma»keting, A degree of
flexibility is eillfivo.l v;ith regard &> the amount of tfe loan depending on

0

the variatiiin in mrc-"s, reasons and s».ias,
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Ccjnipatition from private moneylenders

Thv 1ijost formidablo f)o of the agricultural credit
cooperatives in the village# rcioneylonder. Years of effort of the coopera-
tivQ/have not removed him from.the village scene, though all regard him as
an exploiter of rural, poverty. Th, competition which the cooperatives
have offered him has, ho;vcvor, Ht,2 a sc.lutary effect on him. The private
esonuylt-nder does not new dare charge the exorbitant interest he losed to
charge, though his rates are still high. He has changed his ways and
methods of lending, much to the benefit of the borrower. This very adjust-

. aoxIxty of the j"rivate moneylender 1is the-biggest factor in his favour.
Ihis makes 1t difficult fo.r the ccoperatives to replace him.
Lending by o.;peratives at cheap jrates of Intorost has
been regarded by some leaders of the movement as the surest way of cutting
exp-,”rience has proved this to be wrong. Intere®

But the personal equation that a private
his simple procedures.

the moneylender. However,
st may be an important factor.
iaoney lender establishes vp.th each of his customers,
thw -availability of credit at any time, the possibility of maintaining
_aeer«cy abcut ouch trabsaction, his willingness to accept all types of
security and his .readiness to-,lend even without security, the ad"jastabilitj

of his methods of rccover™ and the cocrdin-tion of his credit £facilitiae

with supply and marketin..; facilities are n.;;re important factors, Thes?

make competition with him difficult.
imitate many of his lending pro™edures,
in. order to eliminate him from the-village

It may not be possible for the

cooperatives to as advoci\ted by

some 1ivell-meaning leaders
, Imitating hi& lending prcceduri-s may amourtt to be-traying the

~ut there sjro sev-"al lesaons that could be

scene. -

principles o.fj.Cooperation,
learnt wi.th advantage frc'm his procedure*.
t

oredit sytem can ,be developed as

No sound agricultural
Therefore.

long- as the -farmer remnins indebted to the priva;”- monQylen(ior.
the Ruccogs -of the-rfjooperativg;. credit sytem depends to a vdry large exte? i
on how promptly and- tiv.=ly the private; mcnoylender -is eliminat<sd fr"-
This is one of the probleme ".vst difficult of soluti.

the village sc-ene.
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i-ifS"iculticis in obtainin*- _msc-curitien . ler.pns

r >> .pletrt in vh--t - twining ..meourity for ‘i
vhoro such sc-curily is required, f-iost cooperativr.f stilT-. insist on th(
rort,="ayc- of land for even short-term 1 ns. Th rhsence of clear titl
xand makes it difficult for the ai.urKer :c ple'T i;Is |jand as security,
J-jwn 11 th( title :ls good, the mortgag i of '-mnd 'ii v .lves a lon?j and
oiirnbersome procedure. This insie.-ijsc,ce a the mortc.-""u of land ae ' seca”™i b

ml:;ans that inly land-cwnsrs can Tjcrr, .v

The crop lean systoii in India, refi.rred to earlier,
oeksto. get over these "ifficuities bf relating the loan to production
m'tential rather th ’- > mproperty owno™. by the farmci?, Furthe'--, the
m-opGrat-ive Tx, # ill the Sta'ces in li'.ia have create | a statutory oh']
m-tlio cropjs of the borrower, in favour of-tha coop«r--.tivc. jssociety. In
m-i ot,t :the Ack has also provided f.r the «reation of a charge on
n WV >-.T i .terests in land, by the hovrovrer exocutin,” a lo-olar-'

a in favoux- of tJO e">ciejy* These leg .1 provisions and toe moth- j of

leii-1ng provided ir 1" crop loan syste:n,-"haTe to a cbhfe’l ietAtle exto-rt..
..—"Ijviatod the probis;tn of 7y of gvod security for 1 "anr.

The IMipk of a proper tenurial syatoc: iIs ancthe'r
; obstacle in obtaini.n,__ sr-"jritiA;? for loans extended by c er.,tives;"ev o
wo.u such iGgal pi*OTisions as raeniioMO-i above «pcist.. In <be absence cf
proper tcsyirlal sys ;em the “rights of thr- tenan®5«farine» ar-? "«ot "secured -und
s- lending t. n\Njsky., xne ex3"atiori of 9$2v-utory pharg.es on
»Crops " -Interest .ill land bay make up fo»- the lack® oT tangible feculait-, b
mb Xoix*- as the toaan«jT 'itsc_alf is- hot sorvare, the eeil®arge on the Or-fe v» ‘=

e:n rnly .ten_wgp.gry s'—ec/l\u‘ity xnd so make-y him: otiy tewpcrarjly
m: thy«  licng—XcriE a,ssiS't®ncv->- can le givt™i  jily to T rf";-rs VH
‘0:y™ncj is secure. ' - - , - -
A e f .

1] . T Ze-land ro¥™—ma monsa--es ur,de.rtakan in lhdia”® PiakieT,,;/
th'e JFfiilippines, Ne"pi®i, .Sri Lanka and @oiiu, other .c*FUfitribeshave t0 a "gro t
ost,x;t, ; lua3: |>\d. then havW*Wde 1idai ereditwomy. siri Lank
i oy, Nade the tenant rore or Ifess permanent -arc] 1: -

-3 I;\ridlord5 share, to a fixeu &#vnt, thus, giving the tenant .tii0 full
b>_-nefit ,,of any iricreaees in yielaa® can be |~ted is one of the racsf”
prcgressi-ve, pieces of legislation unsigned yo improve the tenant"s .cr it"
cr«sii. . t,worth. ifiGss,

Contdf fjf*/



-ereclit delinquency

Anoth— 1iiroblem xn atixu credit r«r.i.-- 3 is ¢

1
Ch.. ?A0 Group f :.ho studied "The possibilities of

icj.3.r,quency.
strengthening the u of credit c. agriculture?; specxally vc

N . JVDrailv , 00Gr-"t.. I iu their . .

[

™ >";>ud transactj.ca postulates tv/o points ;

creditor, the unqualified
intei.cici2 tc recover the loan with into.-"rity,

=n the - tU debtor, th-. unqualified
M.l to;t\.p.xj ti: loan in full”’,
o

pvliclples -,;. rroz...- _notely not alwa,
e Y%- ‘wilmf Y2d decors xn tie develcpir/j countries.

vAoro Gov4£nneKt wirch have financed the credit operac-

of the cooperatives have®later alloTOd the e;xtenpi®,n_of, repayment
loxns ~or poli .ical ieasmis. Such

relaxation of ru3:os, amount.”™ to
roviar.iini® the defaulters and encourapri;-./~ non-,r->p-jyr,..ob. I\,- stat- -m-
.,t>0s are alarmio-, and non

There a-

X
Hchedulos or the, waiver of overdue
when made witnout sufficient reason,

“eaJe loans in r.ost of the davelopin;- ¢
& . tobl.~ problem.

a; has bcc-me an
r..r thi. j.

:..lre aetors,|whi: =< o; C i.ly recp.naibl.
and the

performance nr- tha l..clc of si”ervisirn ar~f.extension services,
lI&ck of firm p.-lictos of 1 mnfrc-rv/ ry.
B Co-

Ire lack of~sup erviBj.ou and extension services
s-motirees due to the lack of sufficient staff. The responsibd.lity of
supervision is «om. times plaeii;. on the cooperative department and not on
the financing cor’por rtiyes® K~study con”"ueted by the Agricultural Credit

Institute of i?Hc University of Philippines, in ccllaborb_m
on the repayment perf.,rman-

is

.u:d Cooperative

“n witn the Developrn™:nt Bank of Philippines,
financed under su.oeuvised credit programmes, ;.4 o.

revealed that under the auperviseo
it v.s only 59 per cent in

the farmers who wn
those who were not ec financed,

mmes repayment was 73 per cent, while
unsupervised areas

Agricultural Credit through «ooperatiye s.id othe* institutions,
FAO Agriculture Studies No,68 ; FAO, Home, 375,
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The bad lending policies c.f cooperatives - G.g. relatii® »
the loan to the farmer®s assets :mJ not to his repaying capacity; Itindiiin
indiscriminately & nch: vo t;-r,-;ets of lonuinji set up by governments
because of political prcGsurc brought to bear on them; adopting cumbers;.me
procedures which delay the disbursement of credit - result in bad repayment
performance* Inefficiency in the iiilau..gement is another factor that results
in bad repayment perforra®“nc The manafrement sometimes is neither willi.
iior strong enough to impose sjinctions on the defaulting members. The
failure of even some members of the Managing Committee, of repay their 1-: —
"Iffecte the management®"s ability to impose sanctions on the ordinary
members. The non-repayment of loansby Managing Committee members results
in the erosion of the members  loyalit® to,, and confidence in, the
cooperative.

The traditional attitude of the tilected leadersjjip has
to leave matters of supervision and guidance to the officials of the
ejovornment departraents of cooperative development. This is the result of
the government spc”nsorshiv of the movement. This lack of interest am-ong
the elected leaders in the matters of supervisitiJi iiud .guidance is a pjroblo;
in the way of coop®3rntiv« progr-ess,

Tho other important factors that affect repayment are"the

indabtadrioss of credit, sir and marketing.

- In fairness to the people of this Region, specially |
rural people, it must be m ntioned that they normally have "the unqualified
will to repay loans in full”. They regard it a great sin not to repay

they have borrowed. People v;ho default in repaying ovthat has been borrcwos
m're looked down upon in the village and lose st"itus aracng their fellow-nen.
It is tho practice, specially in the riral areas, that a father passes >n
his d,btg to his s :n Just as he passes on hi"s assets to him. What provoats
the PJTile’s from pa/iug back the loans mainly the force of circumstances
created by li-iv returns on their toil, and the defects in the methods of

extending croiit.
The conditions which would help to ensure the repayment oS
lotmsf by tho farmer are as follows

i» Proper guidance and technical advice should be given
to him s". that the loans taken could be utilised in

the best way.

Contd«e,. = ,



"'-AIl the lesitiniate croait neuds of the farmer shoul ]

be met by his cooi:.ratiTo in time, obviating the

- _ty to borrow from private sourcos even
temporarily,

Meoessary i,i,ut=, ,bo«l« fee supplied to M m at the
time they are required?

iv. Proper mnrketing f,,ciHtie,s should be provided so that

he could get a fair price for his produce.

tc tbooperatives to recover bad

The last r aitt
is provision under the law/of most of

eiebts xs through Ixtigation. There
these conntries to refer cases of default to the Eegistrar of Cooperetlv.

Nocieties for =o=,pil,ary arbitration .ithout r<«,orti,s to courts of law.

This helps the crodit cooperatives ti avoid the hi]h costs of litie«tion

and the complicated p-r,cedures involved in the recovory of debts. Even

this procedure of arbitration soBietimes takes a lone tin.e for completion

due to the lack of sufficient personnel for hearins these cases.

An integrated approach : the solution

It xs new being increasingly realised that a sound credit

system could be developed only mf the supply of credit in cash and kind,
a:id the marketing of produce (aft.cr

the storage of agrxcultural produce,
integrated against®the. backgmu>

processing wherever hccc.ssary), are all

of effective.farm guidance services. Unless such an intergrated approach

attempts to drive out the _moneylenders and to improve the
in failure and frustration, f.-J-r credit
the problems of the farmer. m

is adopted, all
conditions of the f.armer will end

is not,a panacea"which can solve all

alone
intergration®of credit with extension,,

,Thd solution lies 4n the proper
supply and marketing, services.
e

.The succesG of the Japanese A.”ricultural Cooperative Mov-

pnt can .bo attributed to this integrated approach. Ceylon and India hav..

aV pjreu the Scme approach throu.gh their nultipurpose, and agricultural
Though the success of this approach in
they have found

lines with

..iv O, operati-ves ra.>, . itictivi_-ly.
these c.untries has not*been as spectacular as in Japan,
thxs approach sufficiently regarding to flontinue on the same
increasing intensity.

PH/



NATIONAL SEMINAR ON OF
AG81CUXT ;USAL CQOBSK/i1TOIrES
IN SRI LANKA

Mr*D.Amarasingh? - Deputy General Manager

Finance and Development (Peoples Bank).
COOPERATIVE CREDIT IN SRI LANKA

The beginning of the cooperative credit in Sri Lanka
LI )

dates back to the first cooperative societiea to bei eejtablished in 3 ;

Sri Lanka were Co-operative Credit Societies* The Co-operatiwe Movement

in Sri Lanka started with the enactment of the first Co-operative Credit
Societies Ordinance in 1911$ and the I"irst co-operative sodiety, the
Wellabodapattu Co-operative Credit Society in the Galle District was rev-

ered in November 1912*

While at the beginning, the registration of societies was

the function of the Registrara General in 1913, this function was taken

over by the Department of Agriculture which was established in that year.

A sub-department under the Director of Agriculture, who was also designatea

the Registrar of Co-operative Societies, attended to the functions of
Organisation, supervision and audit of co-operative societies. 1In 1950
the Co-operative Departraont which was r sub-department of the Department

Gf Agriculture was set up as a separate department with the B~gistrar of

Co-operative societies as its head.

During the first 30 yeai”™ of its history the Co-operativ.

in Sri Lanka aimed to be a purtly voluntary movement consisting
under the

Movement
of small and exclusive groups of people at village level
tutelage of officials”™ slowly gaining the Confidence"and experience *

necessary to meet elementary .economic needs. During this period the

movement was mainly concerned with the provision of rural credit, and in

spite of rather Bemarkable success here and there, the movement made only

alight” impact on the national economy, -

At the commencement of tht movement the Government granted

loans direct to Co-operative Credit Societies up,to an afliount equivalent
In 1916 established n

This fund granted loar.e

to 5/~ of the paid up share capital. The Government

Fund knowa ae the Local Loans and Dovelopmtut Fund,

s up to 3 time* the paid up Share Capital and Reserves of Societies in the

case of a soaiety.of unlimited liability and up to an amount equal to the

Contd../2
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-~sricultur,,!
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societies, .ere

-ke a signifi,air. 1< ttibutLT""tl cultivators could
period 1939 to 1945 when W-r conl'f **“ m'aalised during the

quantities Of stuff to ,, :
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At this point the government decided to institute a
scheme of Agricultural Credit because che kind of financing contemplated

under the BAPS SociotieR scheme was < asid.red too risky and beyond th.
The Government undertook to finance

resources of the Co-operative Banks,"
f,r

th~se societies for short-term and medium-term requirements as well as
working capital required for the j,.uxoi.ase of members® produce as Agent of
the.Government. The loan Scheme wgs oierated through the Director of F
.-roduction and the loans were channelled through the Co-operative Banks,
Societies were also financed for constiruction of go-downs purchasef®of
Tractors and similar requirements.

In 1979 there were 6 Co-operative Banks on a provincial
basis, when an apex Co-operative Bank, knovm as the Gc-operative Federal
Bank of Ceylon was established. All Co-operative Societies and Co-operr,tx”

Banlcs were eligible to be shareholders of the Co-operative Federal Bank,

which in addition to carrying cn banking and credit-business, was to act

a balancing medium for the surplus funds of Co-operativ6 Societies and to

inter-londing among Coperative Societies. Like the other

supervise
Federal Bank was registered under the Co-op

Co-operative Banks the Co-op.
Provision for Government financial assistance

Bank of Coylon (Financia! Aid) *
Federal Bank received an

eratiye Societies Ordinance.
to it w,a» made under, the Co-op. Federal
Ordinance N0.39 of 1977 under which the Co- n.
initid loc.n of Hf, . .,i>n x-opayable in 10 years -free of interest fo®
the first five years, and thereafter bearing Interest at p.a. with
provision &) obtain additional funds from

The period after 1957 s-ow the development of the wprcs3

The organisation of the Co-operative structure by bringing
in Co-op". society

m.vemcnt.
together the various economic activities of the village
in the Orgenisation of the wrcs with intergrated credit

The MPCSS Wwere expected

development. The

resulted
distribution, production and marketing activities.

to play a dynamic jrole in the promotion of agricultural
(ricultural credit, scheme operated by thj Director of Food production was
extended to Multi-purpose Co-operative Sccietiee in addition to the few
caps societies which had not been converted into wmpcss. In 1957 a new
Dept, of Agrarian Services was sot up and the operation of the Governments
Agricultural Credit Scheme and the Guaranteed Price Scheme were transferred

to this Department.

Contd,,,,/if



: loan rec,.v.ries- were -poor durinp- th".
Corporate reep”nelblilty
X_.

-ippxiea to Cil;operativv—F from r _Xe i i
. y -= daem wm "953. C/."i-up.jratives which had loan=! in

recovery between 1953/5if to 1g(p/

%ﬁ’ﬂs 7/ent up to 96% a t t

z T - ~ A

........... T rocos st vzoor s, e~ o~

tt-. %ver,,,ent to bri,,, ItbcraUs.tion of ,,eait .y Xi, . ,p th

1TX1

li».t - the

Vy-mn€ 3 r Ot-:: <:: « - e.p.,e.o, t.,,
crerixt, the recovery rate between 1963/1967 fell to ,

=u=h the:reo.,a,lsati,,,, proved to be/failu”e.

the Peoplc.s s 1 J T*"Jr Tr* T"™ - the*settle, ,p f
At th I- s Neplao,d the Oc-operatlve Federal Bank,
the U.e,.of ,.ts «ta«i.h,e,t there ,erel7 Co-operative mDistrict

----t-“. -Vll A
dissolvel -\i m . eopl,, s Bank net was, deemed to ljg : ;m

Bank frol tL drt™

) i o _transferred to "the People-s
Appointea £;,r its inoigur-.tion.

*® “PP""SPMte at this stage to state
..vernment ~"eeided tc.replace the Co-operative Federal Bank. As flr haek

- h.., drawn the attentlon”~f the

i N
2 7 Of itfriculturo and Food"Cwho was 1n
unsatisfactory features of the Federal

3*nkr
h NNy r-~ported to bo inadequate; sufficient provision hal
"AQEE AN as loL, afteriyears
ontir -A*LE dividends had been paid to shareholders, the
Low.Inco«.e =

Bank amounted to only Hs.6(",000/-.

was a L X mm
its reserves stood at only"

s.261 000/-"""<=t+""M* of operation

N object of being a balancing medium for surplus funds of

*
N

the Co-operative Movement failed to be realised because so.e of the

Commercial Banks in preference t.

.hTTrIT?IIIIIIII
in Govern;aent Securities.

- tral Bank and also invested

Contd. «. =«/5



Bal “PP0-0 =>«iliatio, to the .edo.-I

> FIF% oﬁarg, .. «33.t. of the B,,i, f,., repayment of it, advances pr. m.,

B, < nk< fzd!" ,% r >*=™" Consequently, the

(@ It could not attr.;ot public doposlts even at attraotivi

rates,

(b) Oominoroial Banks were reluctant to lend to it,
.ould not Increase their share holdings.

and
(0) societies

the Bank oould not raise fmids on debentur.o
In 1955 the Central Bank of

institution be"

Furthernlore,
since there »as no guarantee by Government.
Ce”on .therefor, su,;eested to the government that a ne.

astablished by Act cf Parliament to replace the Co-operative Federal B,..-

which would serve as a more efficient financial institution in the

Co-operative Movement and a s a specialist credit institution for the
eve opment of rur.al banking and agricultural credit. Kiile these proposals
ere accep ed by the .Government in 1,,,, the Peoples Bank »as establLs”:.

by Act of .arliament No0.29 of 1961 which replaced the Co-operative

. yderal Bank. The main objectives of the People®s Bank are " to 4evel-.0

by furnxsh.ng financial ,,,d other .”sistance to Co-operative®societies,
approved societies, cultivati, ,, com,3ittoos and other persons”™. The bar.

has .also the po.sr to carry on all the functions of a Sommerclal Bank
had a unique power for a Co-operativo /

of Pawn-broking.

including foreign business. It also

Commercial Bank to carry on the business

Pr“¢isons of the Act ten Co-operative Banks rjt, i

,0 merge and become branches of the People®s Bank, while the remaining 7
> | m

Banks wore absorbed latdr: on,”

/

People®s Bank hastoday bocMine the Chief Financier of

Co-op..ativo Sector has benefited in:.en« 1
ly by the People®s Banks ability to attract Jep.sits from all sectors.

Setting back ttf the subject of Agricultural Credit, 1in spite

N qt. poor performance of th» Agricultural CreditScheme wup to 1966. in
subaid imrJement a progr.--Mins of increased production®of paddy and
h 1 Woihted in that yoar a Committee
oace y the fsrjiamcnt Secretary to the Ministry of Agriculture & Food"to-
Kovem.nt with special reference to the

amine the role of the Co-operntiv,
proraotion of rural credit.

Centdwswe<eAd* /A



— ittt

/.rising out of its recoDl.E.,dI>ti,ns the S,;,vernment Sg.Jo oert.in doolsicn-

refer™d t,
prossntly inoPy»tl.:,, inrMouct of A,rieultural Crsdit.

5.

mThe «bvern,ent was to waive

th. N,. Agricultural o..,,it .Kioh 1. the

The min features of the M,. Agricultural Credit Schon..,
were:

Agricultural Credit t- Cooperatives ie to be chahneled through

-"PI- Bank and the Co”e-rcial Banks, a,. Central Bank of Ceylon ia
and guarantee loan default

B?// gocietxes up to 75

0 or e guarantee. The people*s  3ank would lend to the
Societies at 51 p.a. and the .en.bors have t. pay & p.a. Inth,-
event of default a penalty rate of additional 3* would b« charged J r

raembers and the SoMjieties on the amount in default,-

S,.eletiea™any unpaid balance”

outstanding n31.10.1966 out tf loans granted prior to 1.10.58 and

tho Societies were to waive .~.unts outstandings fro. ~eAers- on *

the same basis.

Default of loaiis granted to societies betwoen 1.10.53 and*31.10.66
du3 to t..tal -r partial crop f.~lure was.to be waived with a A

corresponding wniver to members.

Nefault in repi.ymeat of loails granted by the Department of Agrarian
Nervioss would bo no Impadiment to banks lending to societies afWr®
1.9.67. Corresspondin,;;ly n,en.bers default t. societies In respect

of loans given prior to 1.9.67 will bo no bar to societies lendln,-

to such membere,

Vlhere « society 3 loan repayment during the first"throe years of
operation of the ne» schema is satisfactory, the waiver of its

Amaining debts to the Dep.t. of Agrarian Services would be considered.
milere such waiver i, granted,there would be a oorrsspdndihg waiver® ,f
related outstanding loans due from members."

<in Contd» ee*«ee/7



7» Defaulting members woi0."J n >t be eligible for any future loans.
Although the scheme was thrown open to all Banks up to 1973 only tb"
Peoples Bank ;%r tod tho Credit Scheme, while in 1973 the Bank fF
Ceylcin too commencud granting loans under this scheme. From the
inoeption of th« scheme upto 1978/79 Maha Season, tlie Peoples Bank
alone has released a sum of approximately Hs.1076 Million of which
arcund 602 million is outstandinc at present.

The default rate under the New Agricultiu-al Credit Scheme
has also been fQigh and hr's sh.Avn but little improvement over the rate
under the previous scheme. Th.; high default rate has been"attributed to

the following factors.

1, Decisions pertaining to granting of credit was taken by the Gofeem.*ic;nt
and the lending agencies had no discretion in this matter,

2* Each Coopera.tive Society as a body was not responsible for recovorin
loans. In case of default the societies do not suffer any loss.
Therefore the Gc/operatives which are the most crucial link between
the Bank and the farmer had no particular incentive to ensure the
proper use of funds released under the scheme or to recover loans.

-

3, Decision taken by tie Government from time to time to grant fresh
Ioan% to defaulters, tended to create the impression in the minds of
bcrro.ers that these loans were mere Government grants® which need not

be repaid, ]

The performance of the s#heme had been reviewed from time
to time and pricir to the ccmmencemcint of the 78/79 Maha Season the
Gorornmont decided to withdraw the gujirantee of 75% of the defaults, nmr.lo
avcuilable to the Banivs so far and also announced that Igisxxs will not be
granted to defaulters in the future. Accordingly the People®s Bank
(granted cultivation loans during Mnha 78/79 on the following basis,

1, Loans were granted “to members of MPCS3 only where they had paid, up
all previous loans or had jjaid the Maha 1977/78 loans and paid 1/10

of the previous outstanding loans and agyeed to pay the balance in

5 years.



.as paor, "the Bank t,rr:nU

2. Whcro ths Vecovery” perfc-rmsn®"G of MPOSS
through Banlc I,r.a.che..

fultivaticn to theiz-

3. . . .
mihe .ropayn.o,t capacity cf Wrowor. was taken into account in
r

granting tloans,

»oth by MPCSS and

]
>

as been intensifiod.

m-m-motrictlons thi voiute of credit

ecov T rMrat:\\"\IX\."inlfican:?

In considering the current situation with regard to

Co-oporative Credit operations, another vital area of activity is tha f.

xnancing of the consumel- business of the large primary HPCSS set up in

re-organisation, that .as implemented on the basis cf

Cotnmsslon on the Co-operative Movement In Ceylon
sessional paper NO.11-1970). The ne.ly set up

large bUoines.s organisations, aometimes having as their area of
and until recently, havi,n; a monopoly in

food stuffs and other essential

97 under the Co-op.

o FeA

t

operation an entire electorate,
no retail trade of most of the essential

ltems#

In the case of most Gocieties the owned cnpital was

inadequate to fananee their turnover and as such the People»s Bank was
called upon to advance large amounts of funds for this purpose. The amoun-

tn to i(PCoS in 1970 and 1977 for consumer trade .ere around Ss.k?

million and O million respectively,

Another major activity undertaken by the MPCSS today is

N

the purchase of paddy from farmers under the Guaranteed Price Scheme as
Por this purpose, every seas,on the

lent for this purpose

In addition during t,Hu~

agents of the Paddy Marketing Board,

Bank- advances monies to the HPC3S and the amounts

curing 1976 and 1977 >vere approx.as.29 Million,
esting season the Bank discounts Goods J”eceipts issued to the MPCSS b?

addy liarkeitxng Board xn rc-spect of paddy surrendered to the Board, to
hundred million rupees.

*

the tune of several

Contd,,,,,,/9
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The People®s Bank has r*so provided credit to KPCSS for

like construotion of building and purchase of, vehicles to Uuil-I
For building construction the Bank lent

in 1976, and 1977 respectively, while for .nrc

purposes
up their transport fleets.
Ss.3 Million and 1 Million
purchases of vehicles the Bank lent Ss.22 million and 9 million respective

ly during the same years.

In 1962 the People®s Bank inaugurated the Extended Scho
of Rural Credit which was a broad-based programme whereby loans were

granted to Co-operative Societies for releriding to members for the purp.n

of product™ion, consumption, redemption of debts and hcuaing, supplementi.i

the credit avail,-ble from other sources such as the Commissioner of

the Director of Rural Development and small Industries
Primary Co-operative Societies recommend H
iraplementHipn of this

Agrarian Services,
and the Fisheries Department.
the Co-operative Department were selected for the
scheme” after an inspection by the People®s Bank.

In pursuance of the Bank 3 policy of expansion of rural
credxt throughthe medium of Co-operatives, the People®s Bank in
inaugurated,the Rural Bank Sch.me (later called the Co-operative Rural®
Banks).; This Scheme was much wider®in scope and functions that the

programme of rural credit under the scheme of Extended Rural Credit. To

.,aasd.?t the primary C e-operatives at the grillage level to grow into string

units the scheme incorpor™.ted concrete proposals to encourage the dovelop-

ment of their banking fianctiona on efficient lines and to raise their

managerial and operational standards. Under the Scheme the Bank assisted

Societies by way cf advances for relending to members?! and for financing
The Bank ,.Iso arranged courses of Gaining

t]ie purchase of equipment etc.
and Bank Officers activ >.

their employees in banking and Co-opejratives,
inau,?ur.™l work, of organiaing tho banking departn,,nt.

ly participated in the
inspections of their workinr

. heso societies, and conduct periodical
thereafter.

n In 1973 the Bank inaugurated a Scheme of Comprehonsiv.™#

Credit for inrle.ontatiort through the Co-operative Rural Banks. &_

subjoot to the.credit r,,ting of a member ha could borrov, in
such as production,

.Mal
his -Scheme,

the desired combination-for hi” essential needs,

ousing, trade, consumption a”“d redemption c# debts.

Contd. ...... /=Tp
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A system o-f lapproving Credit Limits for merrbers in advance was introduc

e SHe credit, limit: repres"ehts a meraber®"s estimated total requirements of
credit over a peri ;i of time- - say y-; .r, and the member is also fr>, .
t0..,make varifitioiis "subsequently* The aocurities for the credit limit vdll
: also .e .pledged in advance, and the me-her V/ill be granted facilities. fr.:;r.
time to time for his various requirements under the credit limit.

In addition to loans, the Co-operative Rural Banks as
agents of the People"s Bank, condut pawn. broking.business too,* This 1is
another facility which has helped the rural population .to, obtain credit

on easy terras and at short notice,

- At present there are 28k Co-operative Rural Banks and
268 Special Branches, The total deposits v/ith them amount about
Hs,214 Million, and the;® have advanced nearly Rs,6” Million as laans and

another Rs,60 million as Pawning Advances,

Thus it will be seen that a greater part of th:? activitiis
regarding Co-operative Credit today ct™ntres roumi the HPCSS, Therefore,
it is pertinent at this stage to review the performance of MPCSS,.

Although the reorganisation of 1970 gave the ."IPCSS immense"
economic strength "o to ni"o very few h-,vj been able ,tip to dst®; to man&r
their affairs efficiently. Lack of trrined and competent personnc-1 " I
bring about efficient management has brought about gross mismanagement,
wasteful expenditure, heavy leakages, in huge operational losses. Political
interTontion during the last several yer®;rs, to an extremely unhealthy
elei'fic'e prevented tho recruting of competent stnff, and actibn been taken
against corrupt and inefficient officials. Due to the large:rtinouhts of -
funds involved in financing the MPCSS the Bank has viewed these devclopreuts
Xith serious concern and has from time to time attempted to bring about
some dei“ree of discipline in the societius. But unfortunately, due to t».;
;ssential.nr'-iture of the business conducted by the MPCSS, the Bank has so
fc'iT unable to impose effectively any finaneial. san«ticms against them, *

Alon;; with the development ci Co-oper-atlve activities, ma
in such areas as rural agricultural credit, consumer trading activities-"and

r.grketing, Co-operative organisations cariui Ny in other important areas uf
economic activity su»i as small industries, fisheri®.?s, thrift “nd savin?:;s,

Tran.rp(..:rt, Housing, Hospital facilities etc.

Contd,,, .. JIOF-
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In view of the utmost importance of small industries, in
a loss developed economy like Sri Lanka the Government ~,o0k the initiative
in developing small industrios from thj . rly 1970s, and Gov.,rnment as:.!"—
tAnco became mere- e;:tvc;i®Ve,-.iftjr 1950, when a scherae of collaboration
between the Department of Co-operative Development nnd the Departrn-"nt f
Rural Development and small Induotrio.s began to be iraplemented. Under thi;
scheme a large variety of Small Industrial Activities were organised on m
Co-operative basis. Credit facilities to these societies were granted by
the Department of Rural Development atid People®s Bank and all loans for
Industrial Go-cperativessocieties have since then been considered and
granted by the People®s Bank. While textile weaving has been the most
important activity in the Industrial Co-operativosSector, Go-operative
Socieyies came up to cover other small industrial activity areas such as
Manufacture of school and office furniture, coir products, mat weaving,

agricultural implemeats etc.

Since 1970, Industrial Co-operative Societies, especially
textile weaxers 7Societies have, undergone reorganisation and large primary
societies have been set up. In keeping: with the People 3 Bank*s -policy
mf implementing a vigourous policy of promoting local small industries
liberal credit facilities have bosn extended to th'se Societies to mset
thoir working capital and capital investme.-it requirerftents.

Small In"iustries from time to time have suffered from such
iinpodimtj*nts to their growth- like conipetition from import®e"d substitutes,
failure to cbtain continous supplies of raw materials, lack of efficient
narketii®.g facilities, and in the case mmf some 00-operative Societies th
lack m=f competent ffia?ia,cement ability. The Bank had to take account of t'.icsi

in fiizauc*s to thoso scoieties.

Fishgries in Sri LD.nka are -a natural resource and in reco .t
mears thoir axpansiori, has been prc-fiiljted by the G.,"vernraeat. Foreign aid
from sevoral countries ,h.as aslso been applied t- this purpose. The objects
on which omphasis has varied ™IliK*htly frota time to time have been to
indroase food produoti®aa, and particularly the su®Jply of proteins, to save
I_orel'gn oxchauge, to reduce th«}:loisvtinogf and to improve "the conditions of th.:
fisherman* This prr-R -_tion has taken, the fo»m of >,acq"uisition of Government
ovined deep sea trawlers, prP-viding fisherm™tn with medium range mechanised
boats, mechanisation of the traditional typos of small boats -and improveir.cnt
~f the traditional typos, of small boats, and Ilraproveme*ht of gear and

training of fishermen in tht use of modern boats and equipment.
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A lajTge number of Fishermen®s Co-operr.tive Societies have been formed
frcffl time to time, with the objective **f Improving the fisheries indufitrv
and the condition of fi3har;;-;:i. Credit facilities to these Co-operativ .s
have been provided originally by the Dept, of Fisheries, and the Fisheries
Corporation, Recovering of loans granted to cooperative societies, htr/G
been better than thSse of loans “ranto.i to individuals by the Dej*t. aivl
the loans granted to societies have been less liable,to abuse. The
Peoples Bank has now started to provide- credit facilities to Fisheries
Cooperatives too. The credit seheme by,the Peoples Bank has put loans

to fishermen on a more busAness-like basis than when they catne from di;"
Fisheries Dept, The system of credit facilities by the Dept. encourai.vi.-
negligence in repayrnent and double borrcwin,fj by fishermen and, weakened th
structure of self-help and business honesty which hope to build. The i
AN bigf;”est problem*faced by the Bank in providing credit to. fisheries®
cooperatives has been the inability of societies to have control over tx,
produce of niorabers. Most members still do not surrender their entire
catch to" the society. As a result societies fail to earn expecte<ii, incnrr ;7
v."hich adversely affect loan repayments. This is a result of the lack, of
proper education amon;" members, and also the lack of proper management

which has "adversely affected viability of ailarge. number of socie.ties.

number . - . . mmm-. " i
A 1-irTe/of other Co-op. Or;,"."iiisations like credit societies,

Thrift and Savinf*S Toci."ti G,, Labcur Societies, School supply societies,
Hospital Societies, Housing Societies, Trnnaport Societies, Welf.-jre
societies -jtc., have also cone ui: in the co-untry over the years. The
financial needs df all these 6ooperative Organisations are been met by

the Peorile3 Bank ot present,

A great many cooperative societies in Sri Lanka have failo
to perform well due to lack of competent management.. It is widely agree-~
that management in cooperative development is /""Crucial that bead mana;:;e-
ment caii wreclc the best plans even ether factors are favourable.. In ,
Sri Lanka as elsewhere the Co-operatives woro much slower than c.apitalict
business* to appreciate the paramount impoifctanoo of management for .,
auocefes. Cooperative leaders often assuir.e the members would, go on
supporting the society automatically because it, is their, own, and in deo.l
this was often proved upto a point , for in the first period of initial
enthusiasm members were willing to put up with second-rat< management “r
even worse. But menbers will soon tire of bad management and inferior

service and Vv/ill turn their backs on the Co»operative Society for:

something better.
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One of the key factors in management is relating
managerial ability to the size and complexity of the organisation. Most
of the large cooperativ- businoss orga isations »which t-were tset luf under

X"pQtff>a.tive re-organisation of the early 1970s have still to find
competent managers to run their operations at minimum efficiency levels.

The controls and the sur,ervision presently exercised by
government and the cooperative Dept,, it must be stated, are not adequat.:
to ensure good management. Further it is generally agreed that Governme.t
does not ordinarily proceed on the basis of well accepted business practic-
es* miherefore the controls and procedures to which officials are usually
accustomed do not measxire up to the requirements of efficient business.
Moreover, in this context Government some times goes further and require
ttiG cooperative societies to operate on"very narrow margins, which are ir.-
adequate to off BOttlihe effects of inept management, which has led a lar-.;
number of MPCSS to incur operational losses. Although it was expected
that with the setting up of large cooperative organisations under the
reorganisation, societies would be able to pay better salaries and attract
better managers most societies have still failed to do so. The Co-operative
Hanagoment Services Centre which was.set up with the object of improving
the management of cooperative societies, also has failed so far to make
any remarkable impact on the movement.

The importance of acccunts in the working and develcpmeht ef
ea-operal>ives can hardly be over-stressed. Co-operatives as business
institutions need to maintain proper accounts for various and obvious
purposes. Properly maintained accounts are and indespensable tool in the
hands of the managemoat, Hiis is also required for the presentation of the
financial pchacition of the Co-operatives to. the general body of members and
mothers, like the People®s Bank, which provid them credit facilities, who are
interested in thoir affairs. Although steps have bee.n taken by the Co-op-
i-rativo Dept, for the maintenance of suitable and up-to-date accounts by
cooperative societies the maintenance of proper up-to-date accounts in the
Co-operative Sector, even today is the exception and not the rule,

Auditing of accounts of co-operative societies is the
responsibility of the Co-operative Department, One of the raos* disquieting?
aspects of the Co-operative situation in Sjri Lanka for a long time has been
the extent of arrears iti the audit of co-ojpe»ative societies. Although
scmo progress has,been made in this regard* even in recent tiroes in quite a
number of cases the default in conducting Adequate and timely audit appears



to have aeat room fot* "various malpractices including defalcations, and
has. deprived the mthagerriehtB of a valuable tool for proper operations.

, - : m . Supervision®"of Co-oper™"tive Societies too is previously

., 1S5le respgasib.ility"af the cooperative ""lepartment. The objects of such
supervision are (a) to ensure that t;ie Co-operative carries on its business

.honestly, efficiently, and to the benefit of its memebrs, and (b) carricc
—n tha,t business in accordance with the Co-operative lav;, rules and
by-laws-* Supervision which includes both inspection and advice, is liuk-j I
on the one hand" with au;iit and pne the other with education, especially
that of co-operative-staff, office" bearers and members. The character of
on—eperative supervision and the" demandr; which it has to meet have chan/rc.

Asubstantially since the early days of comparatively small single-purposu

. societies opor rIXjeE™ ir.-c.rder jJodat tho immediate needs and wishes of

their members. The. change results from tvw/o circumstances.

; (@) The use of Co-operation as an instrument to carry r;ut
m :7 wm"Government plans of n"aticna.l economic development and

. "(b) The multi-purpose character of societies”and their
increase-in size.

Tho People 3 Bank-also oxorcises some "egreee of supervi.”;i™;
over co-operative s.cicti:;s- The Bank rcrmally concentrates on the fin: uici
ial policy of societies deve"lopiaent of rural banking, and the .use and”.,,
repayment.of specific- leans, - =N -

Tem NLLLF

In syiite of supervision *(exercised by both the Co-operativ".
Djpartroont and the Bank, it must be adraittect tha-f the objectavof supervi.s™»
have not .been achieved. Inefficiency, mis-raanagement, dishoTies.ty, laak of
response ,t.0 :the needs- and*Wishes of member®"s, violations of the Co.-op,er,atAv
law,, and. by-laws,.- are quite® common in a large" number of Co-operative-
."I-"cie_ties..today,: ...In a large number of cases the Bank has extended,.credi”®
facilities to C.0"-oper;*".-tives, n"ot because t"hey measured up to the, roriral,,, ,

to -disrupt essential services performed by them
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The Co-operative Move s;j;t has a ;Jual iii'ture. Co-opor.-..'tiv
s are both a isocial , | Vusineps Instituti a People’s democratic In;-/ "'
tution and an unt”irpris.b wm;t au'l thi: same time. Co-operatives must be
efficient enterprises first for if they c:*nnot do this they can harJdly
excejpt to wiii much support for tb « ti’ r. Countless thousands of
Co-oporatives have disappeared because they try to operate an ideology
--I'.ne without sufficiezit attention to business efficiency. Co-operativ.':5
leing basically economic Institutions must be efficient ehterprises and
also Institutions oriented towards r(jf'.rm and social justice. Let us
therefore, hopa that those resposiblo f'r t}ie Co-operative Movement in
ori Lanka v/ill strive to make the Movement an efficient instrument for
speeding up the process of econofac development, and brinj-ing about

reff.'rra and social justice.

PH/

N3.3.1979.
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SOME ASPECTS OF PLANNING IN COOPERATIVES

Planning for development in any cooperative must depend on
an aeaesament of the exisitng situation and the desired situation/goal

for some future state, i.e. the condition tor which the plan ia made. The
difference between these two assessments provided the driving force for the

planning*

The definition of a good plan may differ depending on who
is talking of planning and various plans. 1Is it a good plan ot a result
of good work. Cooperative experts have frequently developed what appeared
to bO© good plans, but they have failed to reach objectives* This is simply
beoawie of the fact that the best plans are not properly implemented by
the cooperatives. Thus, the best plan is not beeessarily a good plax.
Who should be blamed, the planner or the one who had to Implement the
plan? What is then a good plan”

A good plan must be a practical one, where the objectives
and scope must be clear jBd understanable by all concerned people. It
must also respond to the need of the cooperative members, it must meet the
existing situation, be easily adjustable and not over ambitious. The plan
must answer the question: What to do, when, how and whom?.

However, beacuse of constrains such as poor management,
uninformed members, insufficient funds, poor location of cooperatives and
unclear government policy, problems will wxist, no matter how good
the plan is.

What is Planning

Planning is a process by which a programme of work ia
prepared in advance* It is a tboughtf\il determination and the systematic
arrangement of the factor that will be required in the suoeessful operation
of cooperatives* Planning is the thinking, judging and deciding aspect of
one*® job. Planning is also the function of pre-determining what shall be
done, how and by whom, in order tor attain desired goals and objectives.
The planning process includes the following main headings;

1. Ohbjectives
m 2. Work Plan
3m Details of work
4, Plan’'s target
Allocated budget
6. Implementation
7, Time schedule

CoBtd*.*/Z



Why Planning la needed

In order to oope with the inefJT~ctiveaess of the
cooperatiye. operation, the growing de.rands of the cooperative member aad
the desire of the government in most coun”iries in this region to improve
the” standard of living of the' majority of both the' urban and the rural
mpopulation, planning in the cooperatives is essential and necessary for

many reasons ;

1* To correct mistakes made in the past

.2* To improve the day to day ope”™tations of the cooperative.

3# To save time', money, energy and man-power in operationc
To help the vfiirious groups -employees, members and
elected representatives - to better understand“their
duties and responsibilities in the cooperative.

5* To get a work programme for each isection so that they
can cooperate with each othsr effectively.

6* To establish a work programme for the employees to wo'-
systematiciStlly - what to do, when, how, why and by wuo

7. To establish a base for supervision of progress,and
the work programme.

8 To establish budgetary and capital needs in the future.

«
9* To establish and develop man power needs.

10. To provide for orderly growth.
11. To meet; the planniig demands of the cooperative”
service by the pub..ic*

12. To bring better result of cooperative devel'opment
efforts*

Who is responsible for the Planning

In general, the manager with the policy approval of the
board of dii:ectorjs is responsible for the planning because he is the one
who funs the cooperative. He knows what- to do, or what not to do. Bu™
in many cases the manager in developing countries may not be in a positxca
to do so. This raigli-be because of his poor working knowledge of
cooperatives or because of his poor planning experience. In such a case
technical assistance in the form of a cooperative expert can be called to
help, or at least to give advice to the manger o rthe baeyd of directors
to do certain things in order to improve the operation of the cooperative#
Often, it does not work since ¢ . most developing countries .lack adequate

%

planning expertise.

F o Y g | Vi)



Cooperative Planni4dg tn developing cpuntriea

Like in other business organisations, planning in
Cooperatives must be continuing process, Hrom planning to operation,
profaimne evaluation, reviewing and coi .-ecting. This includes year to
year dperatioa planning and long-term planning such as a five year plan
or even longer*

Usually an anuai planning is being practiced among local
cooperatives# It is a simple planning based on the records of the past
year performances. Unfortunately such planning may not be systematical®-"
done* More, often, the so-called plan is a loose statement about the
cooperative objectives and its programme of operation* But no real effor’
has been made to achieve the stated otjectives and government interference
in cooperative operations aften results in eobnomic losse«* Even so, the
number of cooperatives kdep on rising. In most countries in South-East
Asia, the government give first priority to cooperative « development.

More funds are given, more government cooperative officials are recruif'’An
and trained and more cooperatives are being organised, and the problems
still mount* Ndbo~dy'seems to kliow what to do about it* This is because o;
the lack of proper planning, both at the local and at the national level*
So, proper planning for cooperative development must be done, not only ..fpr
individual cooperatives, but for the wholemovement*And® there must alsc
some national frame work for the planning where the government or its agenc;
is involved*

For the saccess and progreas of the cooperative movdaent
cooperative planning programmes must be initiated; both in short and long
term plan*

Level of Cooperative Planning

In general, there are three steps of cooperative planning*
national, regional and local as follows

National Plan N national plan is a programme of action
for the whble cooperative movement within a country* It is broad in scope
and nature* The national plan of cooperative operation should comprise oi
objectives, policies, programme of works, organisation structuure, procedu"
and targets. Usually "a national plan @h a master plan does not have a
detail plan of work or action* It provides a general framet®ork of
objectives, policies aod operational plan that are set to be achieved
within a certain period of time* It serves as a “uide line for programmes

or projects*
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Regional. y|,an N Regional plan is a specifie plan that is
prepared for a certaii®; development pro”ject within a maoro-economio area,-
The regional plan is a central plan in a specific area or rOgion within
the country* Such plan reqtiires great details of work in planning. Its
objectives, policies, programmes of work, procedure and targets must be
stated clearly and specifically. Usually, a regional plan is an inter-
mediate plan that links up the scope of work with the national plan and

the'local plan*

Local Plan N local plan is a programme of work for a
local docijierative* It is a part of the regional plan and of the national

plafi* "1ts objectives, prograwtaes of operation and details of work are
given Specifically, in order that the local cooperative manager,
the board of directors, the employees and the members can follow it easi"

and effectively*

To achieve the national goal of cooperative development all.
levels of planning must coordinate with one another closely

and effectively*

Strat”y of Planning

In the process of planning, one must deal with several

stages of planning as follwwe ;
1* Fact gathering and data collecting*
2* Situation analysis and data processing*
3* Setting up the target’s plan.
k. Preparing of the work programme*
5* Submitting the work programme to the board for approv™
6* Implementing the plan.
7* Evaluating & follow-up necessary*

Fact gathering
In order to. make a good plan, one must have facts, figu.
and information related to the cooperative movement In as much detail

possible*
Contd*. .**/5
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This includes the number of ooop”rativas™+typQ» of eooperatiV3” t
organisation, membership, working capital, btWiness or organiBation,
technical and financial situation, manpower development, aa well as the.
cooperative, by-law, cooperative regxilations, book-keeping and auditing
system including the past performance record# of cooperatives: the bmc”bs
and the failure records. Information on competing enterprises must also
be collected and an assessment of their etrength be made* Mo»eover,
special attention shhuld be given to the government policy towards the
cooperative development* Whether the government lain favour of the
cooperative or not. If ye« how much and how fftrm. This can help the

cooperative to do the planning properly.
Situation analysia

Prior to the programme formulation data and information v,_
1>e analysed carefully* They will bo claoaified, eaiego»isod and
interpreted. This will help the planner to understand the problems of
cooperative development cle”™ly J its structure, organlffatioa, adminis™
ion, management, general situation, finanolal situation and the potenti
ity for the future development. Other aspect* of analysis includes the
ways and means of improving the cooperative operation. What can be dom\*
in what manner, how rau<h and how fasti What obataales will the cooperative
be facing and how to solve it? What steps of cooperative development
be taking place? Jithat will be the cost and the return of ft new development
project? And what is the beat alterbattv© ?

Setting objeotives

After all facts are gathered and analysed, the planner
will be able to understand the strength and weakness of the cooperativec
Then, the plana objective® will be formulated, baaed on the potentialit™
of the cooperatiT©'and the needa and deaivet of the raemberfi#

Py)(l)rqrarame Formu Iatiio n

Next atep of the planatag la the formuXation of the wor
programme* This tompriaea the objective, the operatign pla»« the detail
of lihG work, the ta»get, the allocated budgett t)ie iBrementatlon, the
training programme for aa””oa and the apealfled pe»lod of operation* Ef
Item of the plan must be wo»kdd out t4 detaH”"
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Regaydiag the operation plan it must work out in detail
what has to be done flr«t, eecond and third and in what manner, when, why,

how and whom.

However, this is not the final stage of the planning.

Sometimes alternative plans must be made or prepeired, for best result
the selected plan shall be tested and evaluated in order to have the best

result of the operation*

In order to selecti , the best plan a eost-benefit analysis
must bemade upon the plan* What is the eost of the project, and what
will be the expected result. And who is going to benefit from it*?

The boards approval

After the planning ie completed, it must be submitted to
theboard of directors to bB approved. The plan must be discussed
carefully, and some adjustment will certainly be made* Or to some
extent 'tixe plan may have to be reprepaored in order to suit the
situation or the objective of toe plan*

Plan implementation

This is the most important and the most difficult stage
of the cooperative plan* Because the success or failure dependi®on the
implementation* If the implementation is good the plan objectives will
be achieved* However, many obstacles might be encounted which will
result la the poor operation# Such as lack of funds, lack of qualified
manpower, lack of appropriate use of the available funds and manpower

and lack of good coordinating.

Thus, th« programme mwust bo evaluated, reviewed and
re-plaaned over and over within the specific period of time. The aim

of operation is to reach the set target-

Evaluation

After the eompletioij of the programme, *«ome evaluation
must be made. In order to ascess the effectiveness of the plan# Then,
a report will made and published* Heplisatlon of the objeotive plan

in other «ooperativa mechanism can be anticipated#

Crrth W **/7



Better planning in coop®©rative«

To achleye the desireci goals, one niBot follow the ten
guides to effective planning of work programmes at follow*

1. Clarify the objective*.

2*  Determine the priorities of the specific objective**

3*  Determine obstacles that are in the way of the
objectives.

Think of the means and the methods for getting rid
of the obstaolee*

5*  Determine what will be required in the way of personneT

6. Determine what will be required in the way of
faoilitiee, including money*

7« Assign the responsibility*
8, Lay out a time schedule,
9* Set up loeasurea for determining progress and results*

10, Determine what administrative action is required to
get the programme approved and into the operation.

26.5%79*
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1. General information of the agricultural cooperatives in Japan.

With a view to entablish the independent and democratic organization
of farmers, the agricultural cooperative law was enacted in 1947.
According to this law, agricultural primary cooperatives have been
established since 1948 throughout the country. This law was one of the
policies which the Japanese government made after the world war Il for

democratization of the rural societies in Japan.

cooperatives are divided
"Multi-purpose

Japanese agricultural
the one is

Briefly speaking,
into two types according to each function;

society"” and the other is "Single-purpose society"”. The former multi-
purpose society is mainly earring on credit, purchasing, marketing,
insurance, facilities utilization services, and welfare businesses, so on

The latter single-purpose society is the
commodity-wise groups and mainly engaged in
sericulture, live-stock industry

in the integrated manners.
organization of the members'
the specific businesses like horticulture,
and tea production, etc.

At the early stage of organization of the agricultural cooperatives,
there were about 35,000 primary societies and whose memberships were
more than 6 millions.

due to the rapid growth of the Japanese economy and drastic
changes of the social conditions and moreover, in accordance with the
enactment of the agricultural cooperative amalgamation promotion law,
amalgamation of former small-scale societies has been encouraged
positively by the government. As the result of this, the number of
societies has decreased to 4,657 as of 1979.

However,

organizations were
like

At the prefectural and national level, federal
established according to business function of the primary societies
below.
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2. Farm guidance activities of the Japanese agricultural cooperatives
1) Farm guidance activities and farm advisors (better farming advisors)

Before the world war 11, the agricultural cooperative which was
called "Sangyo Kuraiai" (industrial cooperative) before the enactment of
the agricultural cooperative law in 1947, was mainly earring on the
"business" activities and destricted from "guidance" activities, in place
of the agricultural cooperative, "No Kai" which was organized by the
supports of the government played a very important role in this field.
But the new agricultural cooperatives have made efforts to establish
the farm guidance system in order to develop the whole business
activities which are all concerned with the life of the membership by
giving the priorities on the farm production after the agricultural
cooperative law was enacted.

Regarding on the farm guidance activities of the agricultural
cooperatives, the societies set up the farm guidance divisions in the
cooperatives and expand the farm guidance activities by providing the
guidance services through the activities of farm advisors. These
advisors should be full-time staffs and officials of the agricultural
cooperatives and they are requested not only to acquire the technical
knowledges of farming but to equip the sufficient knowledges of another
business activities of the agricultural cooperative which are all
concerned with the farm guidance activities.

In order to level up the quality of the farm advisors, examination
for the qualification of farm guidance advisors has been started at
prefectural level and consequently only those who passed this examination
can work as farm advisors at the cooperatives. The applicants for this
"Certification of qualification of farm advisors" examination are also
requested to equip the full knowledges of farming techniques and general
knowledges on the agricultural cooperative movement at least necessary
as a staff of the agricultural cooperatives.

(1) Tendency of Cooperative Farm Advisers.

(Unit; person.

Number of Distribution of societiiBs in relation

Number of Number of Farm to the number of advisers

Societies Farm Advisers

Surveyed Advisers per Society 0 1 2 3 4 5-6 7-10 11-20 Over Total
1960 10,769 9.696 0.9 40.1 41.5 12.1 3.7 2.6 100
1965 7,308 13,163 1.8 31.7 34.9 13.4 6.7 13.3 100
1970 5,996 15,512 2.6 25.5 28.6 15.5 8.7 5.7 6.5 5.0 3.8 0.8 100
1975 4,765 16,244 3.4 20.9 24.4 14.9 10.7 7.4 1.7 7.3 5.1 1.6 100
1976 4,716 16,826 3.6 19.7 24.7 14.5 10.3 7.9 8.3 7.5 5.3 1.8 100

Source:* Statistics on Multi-purpose agricultural cooperatives by
the Ministry of Agr. & Forestry and Fishery.
2) Agricultural improvement and extension scheme of Japanese govern-
ment and farm guidance activities of the agricultural cooperatives.

After the promalgation of the agricultural cooperative law, the
agricultural improvement and extension law came into force in 1948 with
a view to arrange the agricultural improvement and extension workers at
rural level throughout the country to conduct the technical guidance on
farming and better-living. Main differences between farm guidance
activities of the agricultural cooperative and the agricultural improve-
ment and extension activities of the governmental sections are that in
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case of governmental activities, priority was rather given on the tech-
nical matters on farming than that of the agricultural cooperatives.
Farm advisors of the agricultural cooperatives are mainly engaged in
consultation activities, publicity activities, etc. which are all
connected with the farming planning of the each farm households and rural
areas and they are promoting also to organize the members' groups and
playing the very important roles as a secretariate of the members' groups
in the field of farm guidance activities in collaboration with govern-

mental agricultural improvement and extension workers.
Comparison between Cooperative Farm Advisors and
Government Extension Workers
Extension Worker Coop. Advisor
Status Gov. Officer Employee in Coops.

Certificate

Obligation

Employer

Area of
Activities

Objective of
Action

Shifting

Limit of Duty

Competency

Expenses

Relation with
Business Activity
of Coops.

Research and
Experiment

Those who passed the ex-
amination set up by
regulations

In accordance with provi-
sions set up by the
regulation (limited)
Gov. Extension Office

Actually there is spe-
cific area to work,
legally no limit.

Farmers

there are possibility of
promotion

Advise rather light

Administrative

Central and Pref. Gov.

No

Direct liaison with
Experiment Station

No specific and compulsory
one but the examination s«
up by the cooperatives no'
by regulations

In accordance with the
provisions of the
society (unlimited)

Primary Society

Area of the Society

Member-farmers

fixed in the society

Both society and members
ask the responsibility

No competency only \inder-
standing by members

Society

Direct relation

Legally no liaison

Essential Public Utility For the sake of Coop,
Character business
3. Present situations of the farm guidance activities of the agricultural

cooperatives in "Mie" prefecture.

(1) Agricultural production

1. Total cultivated areas of the "Mie" prefecture is 63,000 ha paddi-
field and 19,200 ha up-lanr" field, Transition of area by farm
products in figure can be found as below;
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(unit: ha)

: vege- - total
YEAR rice wheat table fruit tea mulberry area
1955 70,120 37,147 7,526 2,010 1,940 3,340 158,235
1965 68,700 17,600 10,500 3,980 2,790 2,640 123,700
1976 58,100 331 7,890 4,780 3,960 1,420 80,700
2. Next map shows changes of live-stock industry and poultry.
Due to the mechanization of farming, changes of marketing
conditions of the farm products and technical development,
transition of figure was quite drastic, as can be found
throughout Japan.
(unit: farmhousehold, head, 1000 heads)
YEAR milk-cow beef-cattle pig poultry
"(a) j ~b) (@ | (b) (a) (b) (@) 1 (c)
1955 2,330 %_ 3,780 57,830 160,860 5,270 % 9,830 108,400 111,099
1965 3,010 5_10,060 28,190 ; 32,530 9,580 |l 77,470 74,600 |12,296
1976 720 112,600 1,460 | 20,600 1,090 5113,000 3,790 14,496
* (a) — farm household
(b) — head
(c) — 1,000 heads
3. Changes of number of farm household by scale is as below. The

average cultivated areas per a farm household is extremely small
and only 0.78 ha.

YEAR total less than 0.5 1.0 1.5 more than
0.5 ha 1.0 ha 1.5 ha 2.0 ha 2.0 ha

1950 136,530 59,360 45,750 23,200 6,810 1,410

1976 106,310 46,850 33,270 16,390 6,930 2,870

(unit: household)

(2) Farm guidance system of the agricultural cooperatives at "Mie"
prefecture as of 1977

1. Arrangement of farm advisors

a.- Since 1955, the prefectural union of agricultural cooperatives
has been promoting arrangement of farm advisors at primary co-
operatives according to the long-term plans of establishment
of farm guidance activities. As of the fiscal year of 1979,
there are 77 primary cooperatives which have the farm advisors
and of its numbers are 356. This figure also means that
the number of farm advisors per one primary agricultural
cooperative is 4.6 and of farm household per a farm advisor is
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278 which is 2.8~ of total farm households in Mie prefecture.
4,720 peoples are working as a staffs of the agricultural
cooperative of which 10 are the farm advisors.

b. It is rather difficult to find the primary cooperatives which
have the specific sections for the farm guidance activities,
and as a matter of the fact, only 7 primary cooperatives have
their specific sections for them among 77 primary cooperatives
in the Mie prefecture. The farm advisors whose cooperatives
do not set up such specific sections in their cooperatives are
usually belong to the "economic" section or "production" section.
This is because of necessity of the farm guidance activities
promoted with the business activities in the integrated manners
to develop productivity of farming and marketing of farm
products.

c. In order to promote the farm guidance activities more practically,
member farmers' groups are organized by commodity-wise as the
groups of the primary cooperatives. Under the 77 primary co-
operatives in the Mie prefecture there are 325 farmers' commodity-
wise groups in total; (vegetable: 113; live-stock: 99; fruit: 47;
flower: 26; mush-room: 18; industrial product: 16; others: 6.)
Regarding on the paddi-rice, every farm households produce them
in this district, so they organize the "farming association”
at the hamlet level as a basic organization of the agricultural
primary cooperative.

d. With a view to develop the collaboration among the memberships
and farming techniques and to standardize the quality of farm
products by promoting the farm guidance activities, the primary
cooperatives equipped the joint utilization facilities and the
farm advisors control and manage these facilities. As examples
of such facilities, joint seed-bed facility for paddi-rice,
rice center, joint nursery facility for vegetable and fruit,
grading depots, collecting depots, cold storage etc. are being
operated by such farm advisors. And they also operate experi-
mental exhibition field of farming through which they are
providing the guidance services and knowledges learned by their
own experiences.

e. Regarding on the expenses of the farm guidance activities,
principally they should be met by contributions of memberships
but in fact it is met by profits of other business activities
like credit, insurance, marketing, purchasing etc. This is
because the cooperatives consider that the farm guidance
activities are the basic business activities of every economic
activities. On average, one primary cooperative has a budget
of 4.7 millions yen for farm guidance activities but of which
only about 109" are met by contributions from the memberships.

(3) Integrated guidance system in collaboration with the concerned
organizations.

At prefectural level, the prefectural union coordinate the
activities of the concerned organizations to establish allotted
functions for each concerned organizations in the field of farm
guidance activities. And coordination with the governmental
organizations has been also promoted positively.
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rthe
~ the

the
-jthe
- the

prefectural union (fai’d ruidnnoe)
credit federation (credit business)—
economic federation (economic)
insurance federation (insurance) —
welfare federation (health control)—

-prefectural government (agricultural--—--—--—--—-—--- 1

administration)

—prefectural a”jricultural

teclinical center

(agri-technique and
extension)-----------------

L
Ad Hoc committee on farm guidance activities

of the agricultural cooperatives

At the primary cooperative level, the liaison committees on
farm guidance activities are also established by the
agricultural cooperatives, the agricultural improvement and
extension office and mimicipality to coordinate the each
programmes of the organizations such as the rural farming
promotion_gl™ of the agricultural cooperatlveiJ™™He“rural
agriculture_development_programmes of the mionicipalities and
agricultural_extension_plms of the agricultural improvement
and extension offices. On the other hands, to elevate the
quality of the farm advisors, joint seminars and study visits
for farm advisors and agricultural improvement and extension
workers are being held under the liaison committees. And
furthermore, to exchange the experiences of the farm guidance
activities between neighboring cooperatives and to promote
wide-range activities, the district liaison committees were
organized at 21 districts in Mie prefecture which are composed
of the representatives from the farm advisors, the agricultural
improvement and extension workers and staffs of the munici-
palities.

(4) Farm guidance activities at the prefectural level

At the prefectural union, the farm guidance department was set
up to promote the farm guidance activities throughout the
prefecture. Main activities of this department are to organize
and prevail the farm guidance system at the primary cooperative,
to cultivate the ability of the farm advisors by holding the
training seminars and senior courses seminars for the farm
advisors, to establish the farm guidance plans to guide the
countermeasures for governmental policies and to coordinate

the activities of the each federations at the prefectural
level, etc. Regarding on the guidance of techniques of the
farming and countermeasure for the marketings are being

carried out by the economic prefectural federation according

to the commodity-wise for which the prefectural union is
providing assistances on the requests.






4.

(1

Farm guidance activities at primary cooperative
cooperative ----

a.

b.

C.

d.

e.

- Tamaki-cho primary agricultural

General information on Tamaki-cho primary cooperative

Cultivated area ----- paddi-field
up-land fie
orchard
pasture

average cultivated areas per one

household

Id

1,01

4 ha

286 ha
70 ha

3 ha

1,373 ha

-------------- 1.15 ha
(1,189 farm households)

ha

ha 272 t)
ha 150 t
ha 70 t
ha ,000 t,
ha 560 t)
ha 100 t)
ha

ha 200 t)

Main farm products and its cultivated areas
paddi-rice 1,033.0
tomato 3.4
strawberry 6.0
cucumber 3.5
radish 85.0
Chinese cabbage 8.0
lettuce 5.0
water melon 58.0
tabacco 80.0
feed stuff 44.0

Live-stock industry

ha

—qgreen house
—qgreen house

milch-cow adult 314 heads (16 members)
40 heads (15 members)
beef cattle 539 heads ( 6 members)
pig 613 heads ( 8 members)
poultry 25,200 (15 members)
Membership regular member ---------------- 1,332
associate member ------------ 254
1,586
Staffs and officials general manager -------------m----—-
staffs
farm advisors
better-living advisors --—--—--—--
technical advisors of
farm machine

part-timer (coop-store) --——--

total

farm

16

98






f. Internal organizational structure

General Meeting

Board of directors President Board of auditors

General Manager

Planning committee

— (administration section) ---—------ planning and control, general

affairs, personal, accounting,
development

— (credit section) savings, credit, pention, loans

— (insurance section) - insurance administration
traffic consultation

— (guidance section) -——————mm- publicity, mEinagement, technique,
better-living advice

— (marketing section) - marketing, storage, process and
utilization services

— (farming material section) --—-—-—-- farming materials, transporta-
tion

— (machine and fuel section) ------ agricultural machinery fuels

— (coop-store section) --------—-mmemee- A-coop store, management

— (branch offices) control, credit, business,
insurance

g. Holding of the joint utilization facilities

rice center --—- (3) capacity = 3>000t
experimental exhibition field of farming
machinery repairment center

joint nursery facilities

grading depots

vegetable collecting depots

joint cow-shed

cold storage

gas station

rice-mill

A-coop store

barber etc.






(2)

h.

Turnover of the each business activities (Unit:  YEN)

amount of the savings 5,754,000,000
insurance contracts 3,800,000,000
purchasing of
production materials --—----—------- 1,077,000,000
consumers' goods 650,000,000
marketing 1,900,000,000

Present situations of the farm guidance activities

The number of the farm advisors of the Tamaki-cho agricultural
cooperative is 6 and they are allotted according to varieties of
farm products like as one of them is for administration of farm
guidance activities of the cooperative, one is for paddi-rice,
two of them are for horticulture, and two for live-stock farming
guidance. Main activities of farm advisors are planning of
rural farming improvement programme, provision of technical
assistances on the farming by commodity-wise, management
consultation services, operation of the members' commodity-wise
groups, administration of the consignment farming activities,
operation and administration of the joint utilization facilities,
provision of the informations on the better farming guidance,
holding the seminars and study visits, collaboration with the
governmental agency, cooperation with the agricultural improve-
ment and extension offices, promotion of the experimental
exhibition field for better harvesting by better farming
management, etc. and these activities are conducted in
collaboration with leaders of the members' commodity-wise groups.

As far as the members' commodity-wise groups are concerned,
voluntary groups for protection of rice production and farming
associations Aich are organized based on the compulsory
participation of the whole memberships at every hamlets have
been established throughout the districts regarding on the rice
production. In addition to these groups, members' commodity-
wise groups for lettuce, strawberrj', tomato, radish, tobacco,
beef cattles, pigs, poultry are also organized as cooperative
basic organization. Furthermore, the agricultural cooperative
machinery bank was established to eliminate the losses of the
farming labour.

Practical methods of the better farming guidance.

(a) Through discussions with the agricultural improvement and

extension offices and concerned agencies of the municipality,
the agricultural cooperative devise the long-term planning
(three-years) on the better farming guidance and promote the
activities according to this planning.

(b) According to this plan, the agricultural cooperatives

formulate the manuals for promotion of the better farming
by the commodity-wise and provide the farming calenders to
each member farm households and show the better pattern of
production and better management for each members. Daily
activities of better farming guidance should be done according

to this plan and manuals.






5.

@

(2)

©))

@)

(3)

(6)

»t

(c) The most characteristic features of Tamaki—ho cooperative on

better farming activities is that the most capable staff is
alotted as a better farming advisor. This also indicates that
the manager of this cooper;-itive i™ riving the higher priorities
on the better farming activities tlian tlio:;e of others.

Methods of guidance of this cooperative ai'e; (l) taking the
voluntary activities of the members and members’ commodity-
wise the groups into consideration, the cooperative has been
promoting cultivation of the leaders’ quality of the members'
groups (2) in order to elevate the farming techniques, the
cooperative has been making the efforts to hold the seminars
for and to provide the informations on the better farming
guidance activities. In addition to this, the cooperative

has been promoting activation of the experimental exhibition
field for better harvesting especially for rice production
through which the better farming advisors can acquire and
level up their technical -knowledges from practical experiences.
(3) Unification of the activities between better farming
activities and other businesses like credit, marketing,
purchasing are well organized and consequently, integrated
management systems of the whole business activities are fully
established. (4) The funds and subsidies from the Japanese
government and the municipalities are used positively to
promote the better farming guidance activities and coordination
with the activities of the agricultural improvement and
extension offices in the field of farm guidance activities are
well advanced.

The budgets for the farm guidance activities of this cooperative
per year are 12,000,000 yens in total, out of which 4,000,000 yens
are subsidies from the municipality and remaining parts of the
budgets are being met by the profits of other businesses. Expenses
of the budgets are allotted for seminars, publicity activities

and countermeasure for strengthening of the organizations.

Tasks and problems of present farm guidance activities

lack of the understandings of the officials of the cooperatives
on the farm guidance activities and lack of the comprehensive
powers of the each businesses toward the farm guidance activities.

lack of the voluntary participation of the members in the farm
guidance activities and democratic operation of the members'
groups.

unification of the technology of the farming by utilization of
the Joint utilization facilities and development of commercializa-
tion of the farm products.

elevation of standard of the farming techniques through the
members' experiences and practices.

elevation of the ability of farm advisors and diversification
of the farm, guidance activities (advisors who are relied by
member farmers).

assistance from the government for the farm guidance activities
of the agricultural cooperatives and collaboration with such a

governmental agencies.
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6. Direction of Strengthening Farm Guidance Activities

(1)

(2)

(3)

(4)

(5)

Although it has been discu-jsed and the efforts have been made
about what the right way of farm guidfuice activitie3 in the
agricultural cooperatives ia -irki wliat tlie 1’i-rhL place of farm
advisors in the society is and improvement:; have been made to
make the farm guidance activities meet the needs of the times,
it is necessary to examine them again and consolidate the
system in accordance with the needs in changing socio-economic
conditions of the country.

The essential characteristic feature of the cooperative farm
guidance activities consist in supplying informations for the
direction of farming efforts of members and organizing the
cooperative works in production and marketing by member farmers
on the basis of farmer-members' own positive action and in
making efforts to increase their income by combining their
cooperative works with the business activities of the society.

On the other hand there are two tendencies i.e. some of the
cooperators consider the farm guidance activities the section
of service subordinate to business activities of the society
and the others consider the farm guidance works entirely
technological assistance towards members. Both are not right.
The farm guidance works are not the subordinate works of
services for the expansion of credit, supply, marketing and
insurance activities of the society but the basic works for
all the cooperatiAre businesses.

It does not mean that the farm guidance works do not have any
relations with cooperative businesses, but the agricultural
development of member farmers brought through the farm guidance
activities make possible the expansion of other cooperative
businesses, and strengthening of members' reliability towards
the society brings about the strengthened solidarity of the
members in the society. From this point of view the farm
guidance activities are the most important ones in the co-
operative society.

Since farm advisors are the cooperative staff who play the
important role of combining members with the society, aiming
to improve the farm management of members through organizing
the cooperative works iii the process from production to
distribution of farm produce of members, they should be the
promotors of the cooperative movement who have the specialised
knowledges in agricultural techniques and farm management.

The works the farm advisors have to take charge are as follows;

1) Making and promotion of implementation of agricultural
development programme in the area.

2) Guidance for the formation and development of producers'
organizations, youth group and women's group in the society.

3) Technical management in farming.

4) Guidance in farm management and taxation problems.






(6)

(7)

(8)

(9)

5) Guidance in the management and operation of joint uae
facilities for production.

6) Supplying informations (market situations £ind the publication
of cooperative bulletin)

7) Counter-measures towards government policies.

It is desirable to have the farm advisors of abilities of planning
and organizational activities as well as of advisors in the field
of agri. techniques and farm management.

Along with the urbanization and the increasing tendency of part-
time farmers in recent years the importance of the activities of
incorporating agricultural production in the area through entrusted
farming operations or entrusted farm management by the society in
combining full-time farmers and part-time ones is increasing.

This is one of the important aspects of farm guidance works.

On the internal set-up of farm guidance works in the society,

along with the increasing tendency of amalgamation of societies

and formation of the farming complexes, the works are carried out,
in many societies, in the department of particular crops, live-
stocks and fruits and vegetables in particular, where the marketing
and the supply activities are done together with the works of
guidance in connection with the said crops.

In this set-up of works, compared to the traditional way of
independent department of guidance activities, we can expect the
efficient and systematic guidance from production to marketing,
on the other hand we have to point out the weakness of the set-up
that guidance activities are inclined to be sub-ordinate to
business activities and works of guidance are not emphasised and
moreover the guidance works are not carried out in the integrated
way, although the integrated manner is essential for the farm
management guidance and planning and implementation of agricultiiral
development programme in the area or talking measures to introduce
the structural improvement projects.

Therefore it is indispensable to adopt the set-up where the
particular section is responsible for carrying out guidance
activities in the integrated manner when the guidance works are
carried out in the same department which is responsible to the
business activities such as marketing and supply activities.

There are two ways of posting farm advisors, in a large society.
One is to concentrate them in the head office and the other is
to disperse them in branch offices.

Each has merits and demerits, therefore it is desirable to expect
to strengthen the works of planning and ability of specialised
guidance by concentrating the advisors in the head office, and be
careful to maintain the close contacts with members by the
advisors in branch offices, and also it is desirable to make
clear who is responsible to give orders or to get in contact with
the advisors in the branch offices.

As for the relation with the extension workers of the government,
considering the enlargement of the area covered by the extension
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worker and less close relation between the extension workers and
the farmers in the area, and also extension workers are function-
ing as liaison between the field and the experiment station or
agricultural policies, the agricultural cooperatives have to make
clear the collaboration and division of functions between the
extension officers and the cooperative farm advisors and also to
make the best use of the extension works.

In order to attain the target of collaboration, it is desirable
that the cooperative farm advisors are responsible to take care
of the ordinary guidance to farmers and the extension officers
are to extend collaboration towards the cooperative activities
in the field of production, marketing and distribution.

(10) The budget making for the cooperative farm guidance activities
is essentially important for the characteristics of the works.
Increasing number of primary societies, societies in urbanized
area in particular, do not charge the contribution from the
members, and the percentage of contribution in the expenses of
the guidance activities occupies only 10.0" in 1971. Small
percentage of member contribution tells the fact that the works
depend largely on the personal idea of office-bearers and
financial conditions of the society, which is not desirable.

It is desirable to have the stable budget for the farm guidance
activities on the stand point that this is the cooperative work
of the society and members. The desirable future direction of
budget of farm guidance activities should be made in the line
that personnel expenses are paid as a part of the cost of
administration of the society and the expenses for works are
financed by the member contribution. At the same time the
criterion to get member contribution should be studied and
improved from the view point of "the benefited should pay”
principle, and subsidies from the government should be restricted
not to injure the independence of the cooperative farm guidance
activities.



